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AVG in place of a volume number refers to the “Application and Verification Guide.” 

In general, concepts with established acronyms are found under the acronym (e.g, FAFSA, fSEOG). 
Entnes with multiple page numbers are in blue italics. 


A 
A-numbers. See Alien Registration Numbers 
AAI. See Adjusted available income 
Abbreviated loan periods, 5-84 
Ability-to-benefit 
alternatives for high school completion, 
AVG-89 
career pathway programs and, 1-10, 3-44 
tests, 1-10 
Absences, excused, 3-19, 5-59 
ACA. See Administrative cost allowance 
Academic amnesty/renewal, 1-14 
Academic calendar, 3-6, 3-47, 3-51 
Academic coursework, definition, 3-72 
Academic plans, 1-16 
Academic progress, 3-101 
Academic qualifications, student eligibility for aid 
and, 1-6 
Academic terms. See Terms, academic 
Academic year. See also Borrower-Based 
Academic Year; Scheduled Academic Year 
awards affected when a program does not meet 
standards for, 3-4 
clock hours and, 3-4, 3-10 
credit hours and, 3-4 
definition, 3-3 
determining program length, 3-123 
direct assessment programs and, 2-25 
Direct Loan Program and, 3-91, 3-93, 3-98, 
3-121 
grade level progression and, 3-111 
loan limits and, 3-98 
minimum program length, 3-4 
obtaining documentation from prior school 
for transfer students, 3-115 


proration and, 3-113 
reductions in length of, 3-4 
reporting to COD, 3-88, 3-124 
requirements, 3-3 
transfer student with overlapping academic 
years, 3-119 
two payment period limit, 3-9 
two versions of the same academic program 
and, 3-3 
weeks of instructional time, 2-25 
when to update, 3-125 
Acceleration of loans. See Loan acceleration 
Access and Identity Management System, 2-50 
Access device 
definition, 4-61 
Accounting 
accounting systems, 4-153 
accrual basis, 2-63 
cash basis, 2-67 
financial management systems, 4-199 
Generally Accepted Accounting Principles, 
2-60, 2-63, 4-153 
Generally Accepted Government Auditing 
Standards, 2-60 
Accounting systems, 4-153 
Accounts. See also Bank accounts 
crediting a student's account, 4-46, 5-91 
education savings accounts, AVG-18 
education savings accounts (table), AVG-59 
interest-bearing, 4-15 
investment, 4-15 
outstanding charges and, 5-91 
Accreditation 
agencies or associations for, 2-9, 2-13, 2-33, 
2-99, 2-106, 2-161 
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alternatives to, 2-9 
changes in, 2-104 
consumer information concerning, 2-112 
distance education and, 2-29 
dual, 2-10 
institution-wide change, 2-106 
institutional eligibility and, 2-9 
loss of, 2-106, 2-165 
by more than one accrediting agency, 2-106 
nationally recognized agencies for, 2-9 
preaccredited status, 2-9 
primary accreditors, 2-9 
student access to documents concerning, 2-112 
Accrediting agencies or associations, 2-9, 2-13, 2-33, 
2-99, 2-106, 2-161 
ACH. See Automated Clearing House 
Acronyms, A-1 
Active duty status, 6-131, 6-147, 6-149, AVG-25 
Address searches, 6-179 
Adjusted available income 
EFC and, AVG-42, AVG-47 
EFC and (table), AVG-—59, AVG-75 
Adjusted gross income, AVG-15, AVG-37, AVG-39, 
AVG-81, AVG-85 
Administrative capability, 2-37 
Administrative cost allowance 
association memberships and, 2-140 
calculating, 6-23 
Campus-Based awards and, 4-18, 6-23 
deadline for making accounting entries, 6-24 
definition, 4-18 
Pell Grants, 3-46, 4-18 
Perkins Loans, charging cost against, 4-18 
Administrative fees, 5-96 
Administrative relief, requesting by e-mail, 5-30 
Administrative requirements 
administrative capability, 2-37 
advisory board compensation, 2-43 
armed forces members and family, 2-55 
“capable individual” definition, 2-39 
certifying employees and contractors, 2-41 
checks and balances system, 2-40 
codes of conduct, 2-43 
conflicting information, 2-37 
consistency of information, 2-37 
coordinating official’s role, 2-39 
crimes involving FSA program funds, 2-42 
death of a student and, 2-38 
debarment/suspension of school owners or staff, 
2-41 
electronic processes, 2-50 


financial aid counseling, 2-40 
financial aid offices, 2-37 
fraud referrals to OIG, 2-38 
incentive compensation prohibition, 2-46 
information sharing, 2-51 
lower-tier covered transactions, 2-42, 2-43 
past performance of persons afhliated with a 
school, 2-79 
resolving discrepancies, 2-37 
sample certification statement, 2-43 
satisfactory academic progress, 2-54 
separation of function and, 2-40 
staffing issues, 2-40 
students who turn out to be ineligible, 2-38 
third-party servicers, 2-44 
transfer student monitoring, 2-53 
two-factor authentication, 2-51 
Administrative withdrawals, 5-54, 5-61 
Admissions 
high school diploma and, 2-10 
homeschooled students, 2-11 
readmission of service members, 2-10, 2-55 
standards for, 2-10 
Adoption assistance, AVG-23 
Adoptive parents, AVG-27 
Advance payment method, 4-11, 6-25 
Adverse credit history, 1-86 
Advisory boards, compensation for service on, 2-43 
Affiliated organizations 
definition, 2-134 
preferred lender arrangements, 2-137 
Age, Selective Service System registration and, 1-75, 
1-77 
Aggregate basis, nonfederal share, 6-20 
Aggregate loan limits 
with additional Direct unsubsidized when parents 
are denied PLUS, 3-129 
Direct Loan Program, 3-123 
effect of change in student status, 3-128 
exception for borrowers who graduate before 
losing subsidy, 3-125 
PLUS Loans and, 3-129 
revised formula for calculating unsubsidized 
amounts, 3-128 
subsidized loan eligibility time limitation, 3-123 
TEACH Grants and, 3-82 
Aggregate verification group, AVG-79, AVG-88 
AGI. See Adjusted gross income 
AIMS. See Access and Identity Management System 
Alcohol abuse prevention programs 
consequences of noncompliance, 2-127 
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consumer information, 2-125 
Drug-Free Schools and Communities Act 
requirements, 2-124 
information sources, 2-126 
measuring effectiveness of, 2-125 
requirements for, 2-126 
Alien Registration Numbers 
corrections and additions, 1-29 
FAFSA and, 1-25, 1-28, 1-35, 1-38 
Alien Registration Receipt Cards, 1-30, 1-53 
Aliens 
conditional resident, 1-31, 1-39 
illegal aliens under the legalization (amnesty) 
program, 1-36 
nonimmigrant, 1-40 
Allocations 
of Campus-Based awards, 6-10 
carry forward/carry back of funds and, 6-15 
Federal Work-Study Programs and, 6-39 
reallocation of funds, 6-11, 6-58 
schedule, 6-10 
supplemental, of Campus-Based awards, 4-12 
underuse penalty, 6-12 
waiver of reduction in, 6-12 
withholding final allocation, 6-10 
Alternate EFCs, AVG-39, AVG-42, AVG-44, 
AVG-47 
American Indians. See Native American students 
American Opportunity credit, FAFSA and, AVG-20 
American Samoa, AVG-15, AVG-37 
AmeriCorps 
benefits packaging, 3-153 
cancellation of loans and, 6-151, 6-164 
Amnesty program, 1-36 
Annual awards, 3-43, 3-72 
Annual loan limits. See Loan limits 
Annuities, FAFSA and, AVG-17, AVG-21 
Anti-Drug Abuse Act, 1-19 
Anti-lobbying provisions, 2-139, 2-141 
Appeals 
audits, 2-160 
program reviews, 2-160 
satisfactory academic progress, 1-13, 1-16 
Selective Service System and, 1-79 
Appendices to the Handbook, AP-1 
Application updates 
accreditation changes, 2-104 
adding locations, 2-99 
adding programs, 2-103 
branch campuses and, 2-103 
changes in ownership, 2-92 


dependency status change, AVG-90 

electronic submission requirement, 2-92 

eZ-Audit, 2-97 

foreign schools and, 2-102 

household size, AVG-90 

number of children in college, AVG-90 

recertification, 2-91 

reporting substantive changes, 2-98 

submitting, AVG-92 

teach-outs at closed school locations, 2-99 

temporary approval for continued participation, 
2-97 

third-party servicers changes, 2-107 

written approval from the Department of 
Education and, 2-101 


Apportioning charges, 4-29 
Apprenticeships 


Federal Work-Study Programs and, 6-71, 6-87 
program eligibility, 2-26 


Armed services. See also Iraq and Afghanistan 


Service Grants; Selective Service System; 
Veterans; Veterans’ benefits 

active duty status, 6-131, 6-147, 6-149, AVG-25 

cancellation of loans and, 6-152, 6-162 

combat pay, FAFSA and, AVG-14, AVG-23 

deferments and, 6-147 

definitions for tuition rates, 2-54 

discharge of loans for service-connected disability, 
6-167 

early exit cadets, AVG-24 

FAFSA and, AVG-14, AVG-23, AVG-24, 
AVG-25, AVG-26 

grace periods for reservists on active duty, 6-131 

in-state tuition rates for active duty members and 
family attending public institutions, 2-55 

military service academies and preparatory 
schools, AVG-24, AVG-29 

on-base housing, AVG-23 

Principles of Excellence for Educational 
Institutions Serving Service Members, Veterans, 
Spouses, and Other Family Members, 2-58 

readmission to an institution and, 2-10, 2-55 

Reserve Educational Assistance Program, 3-153 


ARNs. See Alien Registration Numbers 
Arrival/Departure Records (CBP Form I-94), 1-30, 


1-51 


Assessment modules, 2-143, 3-134, AVG-79 
Asset protection allowances, EFC and (table), 


AVG-59, AVG-67, AVG-75 


Assets 


EFC and, AVG-40, AVG-42, AVG-44, AVG-46 
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excluded assets, for Native American students, 
AVG-20 

FAFSA and, AVG-14 
not reported on the FAFSA, AVG-17 
ownership of, AVG-19 

Assignment of Perkins Loans 
to the Department, 6-121 
documentation required, 6-195 
under E-signed or Perkins MPN, 6-198 
liquidating schools, 6-185 
non-liquidating schools, 6-184 


reconciling NSLDS data with school data, 6-200 


reporting date of first disbursement, 6-184 
status of assignment, 6-197 
submission of data electronically, 6-125 
supporting documentation, 6-199 
supporting documentation (chart), 6-201 
terms of, 6-195 
terms of assignment, 6-196 
without recompense, 6-195 

Associate degree programs 


subsidized loan eligibility time limitation, 3-124 


Asylees, 1-32, 1-40 
At-risk students, loan counseling for, 2-134 
ATB. See Ability-to-benefit 
Athletes 
completion rates, 2-127 
equity in athletics, 2-126 
exception to providing completion/graduation 
rates for, 2-128 
financial support data, 2-127 
graduation rates, 2-127 


National Collegiate Athletic Association rules for 


athletic aid, 3-35, 3-145 
participation rates, 2-127 
transfer-out rates, 2-127 
ATMs 
disclosure of terms for cards, 4-71 
required number of, 4-69 
Attendance. See also Cost of attendance; Leaves of 
absence; specific types of students and loans 
academically related activities, 5-59 
breaks in, 5-37 
clock-hour programs and, 2-32 
excused absences, 3-19, 5-59 
failure to begin, 3-67, 4-80, 4-103, 5-5 
Federal Work-Study Programs and, 3-138 
homeschooled students and, 2-11 
last date of attendance, 5-47, 5-53, 5-58 
for one day or a limited period, 5-49 
online classes and, 5-48 


for only some classes, 5-50 
programs offered in modules and, 5-67 
required taking of, 5-46 
requirements that can only be met by taking 
attendance, 5-48 
scheduled breaks, 5-74 
withdrawals and, 5-5, 5-22, 5-46, 5-50, 5-118 
written confirmation of future attendance, 5-66 
Audit Guide, 2-59, 2-60, 2-63 
Auditing classes, 6-148 
Audits 
access to records, 2-68 
accrual basis, 2-63 
appeals, 2-160 
Circular A-133 and, 2-59, 2-63, 2-64 
compliance audits, 2-45, 2-59, 2-63 
consolidated statements, 2-64 
cooperation with audit and review process, 2-68 
exemptions, 2-64 
eZ-AUDIT, 2-65 
failure to submit, 2-69 
financial statement audits, 2-59, 2-63, 2-64 
fiscal year and (graphic), 2-60 
FSA requirements for schools, 2-59 
independent CPAs/auditors, 2-60 
loss of eligibility and, 2-65 
90/10 revenue test, 2-65 
Office of the Inspector General and, 2-59 
ownership changes and, 2-96 
performance of, 2-65 
rescinding waivers, 2-61 
review of submissions, 2-68 
School Participation Divisions and, 2-59 
simultaneous FSA audit submissions, 2-60 
Single Audit Act guidelines, 2-59, 2-63 
Small Business and Agriculture Regulatory 
Enforcement Ombudsman and, 2-60 
standards and guidelines for, 2-63 
submission dates, 2-60 
submission due dates (chart), 2-61 
third-party servicers, 2-59, 2-68 
timing of submissions, 2-60 
waivers of requirement, 2-61 
Authorizations 
cancellation of, 4-24 
credit balances and, 4-23 
definition, 4-11 
dependency overrides, AVG-121 
of disbursements, 4-23 
educationally related expenses and, 5-91 
electronic processes and, 2-153, 4-25 
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Federal Work-Study Program compensation and, 
6-51 
modifications of, 4-24 
power of attorney, 4-26 
requirements for, 4-24 
state authorization, institutional eligibility and, 2-7 
voluntary consent requirement, 4-25 
Automated Clearing House 
bank closures and, 4-6 
enrolling, 4-5 
processing times, 4—6 
reenrolling, 4-6 
Tier 1 and Tier 2 Arrangements and, 4-62 
Automated Teller Machines 
disclosure of terms for cards, 4-71 
required number of, 4-69 
Automatic zero EFC, AVG-38 
Available balances, 4-11 
Award letters, 3-152 
Award periods, 4-9 
Award year 
definition, 3-134 
Pell Grants and, 3-43 


B 
Bachelor's degrees, first bachelor’s degree, FAFSA 
and, AVG-14 
BAH. See Basic allowance for housing 
Band cards, 1-35 
Bank accounts 
credits to students’ accounts, 4-46, 5-91 
definition, 4-50 
interest-bearing, 4-15 
investment accounts, 4-15 
notification requirements, 4-15 
notification via UCC-1 forms, 4-15 
Perkins Loan requirements, 4-16 
separate accounts for FSA funds, 4-14, 5-98 
separate depository accounts, 4-14 
Bankruptcy 
discharge of loans and, 6-169, 6-170 
history of financial aid received and, 1-63 
institutional eligibility and, 2-12 
notification of, 2-99 
Perkins Loans and, 1-88 
Basic allowance for housing, 3-36, AVG-23 
Basic training 
veterans’ status and, AVG-25 
Battered immigrants, citizenship status and, 1-33 
BBAY. See Borrower-Based Academic Year 


Benefits. See also Veterans’ benefits 
welfare benefits, FAFSA and, AVG-23 
BIA. See Bureau of Indian Affairs 
Billing 
costs of, 6-191 
Perkins Loans, 6-177, 6-191 
using firms for, 6-206 
Birth Abroad, Consular Reports of, 1-27 
Book vouchers, 4-52 
Booked disbursements, 4-128 
Books 
costs in tuition and fees, 3-34, 4-27 
Pell disbursement, 3-25 
special provisions for purchasing, 4-51 
timing of disbursements, 3-34 
Bookstores 
charges incurred, 4-32 
opt out opportunity for students, 4-32 
safety reporting and, 2-123, 4-33 
Borrower-Based Academic Year, 3-91, 3-98, 3-107, 
3-110, 3-115, 5-35 
Borrowers. See also specific aid programs 
address searches, 6-179 
communication with, 6-173 
contacting by telephone, 6-179 
contacting during grace periods, 6-176 
delinquent/defaulted, 2-53 
notification of disbursements by e-mail, 4-21 
providing borrower information at separation, 
2-133 
updating borrower information at separation, 2-52 
Branch campuses 
changing the status of, 2-103 
closure of, 2-104, 2-144 
definition, 2-12 
documentation required for approval of, 2-105 
retention of records and, 2-144 
two-year rule for, 2-12 
Breaks 
in attendance, 5-37 
scheduled, 5-74 
Budget Control Act, 3-43, 3-81 
Budgets. See Cost of attendance 
Bureau of Consumer Financial Protection, 4-60 
Bureau of Indian Affairs 
aid packaging, 3-154 
schools, 6-153 
Business/farm net worth adjustment, EFC and 
(table), AVG-58, AVG-66, AVG-74 
Byrd Scholarship, 4-14 
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C 
Calendar, academic, 3-6, 3-47, 3-51 
California High School Proficiency Exam, 1-8, 
AVG-13 
Campus, definition, 2-121 
Campus-Based awards. See also Federal Supplemental 
Educational Opportunity Grants; Federal Work- 
Study Programs; Perkins Loans 
administrative cost allowance and, 4-18 
allocation of, 6-10 
Call Center, 4-108 
deadlines, 5-8, 6-9, AVG-93 
disbursements, 3-133 
drawing down funds, 4-12 
drug free workplace requirements, 2-126 
eligibility, 1-87 
FAFSA changes and, AVG-91 
failure to begin attendance, 5-5 
federal and nonfederal shares, 6-17 
funds available for awards, 6-24 
funds due to student from a closed year, 5-32 
general requirements, 1-87, 3-133 
independent students and, 3-133 
overawards, 3-155, 4-77 
ownership changes and, 2-97 
packaging rules, 3-142 
part-time students and, 3-133 
payment methods and conditions, 6-13 
Program Participation Agreements and, 6-4 
projecting need, 6-25 
reallocation of funds, 6-11 
reconciliation requirements, 4-124 
records and recordkeeping requirements, 6-29 
releasing funds, 6-11 
Return of Title IV Aid and, 5-72 
short-term loans, 6-4 
special sessions and, 3-133 
summer school and, 3-133 
supplemental allocations, 4-12 
transfer of funds, 6-13 
unequal disbursements and, 3-133 
uneven costs and, 3-133, 3-136 
withdrawals and, 5-72 
Campus-Based publications, 6-211 
Campus safety 
bookstores, 2-123, 4-33 
Campus Safety and Security Survey, 2-123 
consumer information concerning, 2-117 
crime logs, 2-119 
crime reporting, 2-118, 4-33 
crimes to be reported, 2-120 


dissemination of information on, 2-118 
emergency response and evacuation procedures, 
2-124 
fire logs, 2-122 
fire safety, 2-119 
Handbook for Campus Safety and Security 
Reporting, 2-122, 2-123 
missing persons procedures, 2-123 
publicizing procedures, 2-124 
sexual assault, domestic violence, dating violence, 
and stalking resources, 2-118 
“test” definition, 2-124 
timely warning and emergency notification, 2-125 
VAWA tools, 2-119 
Campus Safety and Security Survey, website, 2-123 
Campus security, 2-117, 2-151 
Campus Security Act, 2-120 
Cancellation of loans 
AmeriCorps recipients and, 6-164 
child or family services and, 6-159 
corrections officers and, 6-160 
defaulted loans, 6-151 
early childhood education program staff members 
and, 6-163 
early intervention and, 6-158 
firefighters and, 6-157 
FMLA conditions, 6-151 
Head Start Program and, 6-163 
law enforcement officers and, 6-160 
librarians and, 6-160 
military service and, 6-162 
notification of, 4-21 
nurses and, 6-157 
payments prior to, 6-151 
Peace Corps volunteers and, 6-164 
prior service, 6-151 
public defenders and, 6-162 
public service and, 6-157 
rates of, 6-159 
restrictions on, 6-151 
speech pathologists and, 6-160 
TEACH Grants and, 4-21 
teachers and, 6-152 
Title I schools and, 6-160 
tribal colleges and, 6-159 
VISTA volunteers and, 6-164 
volunteer services and, 6-164 
“Capable individual” definition, 2-39 
CARD Act. See Credit Card Accountability 
Responsibility and Disclosure Act of 2009 
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Career pathway programs 
ability-to-benefit alternatives, 1-10 
eligibility for aid, 2-11 
Pell Grants and, 3-44 
Carl D. Perkins Career and Technical Education Act, 
2-81 
Carry forward/carry back of funds, 6-14 
Case studies 
community service waivers, 6-63 
Return of Title IV Aid and withdrawals, 5-131 
Cash 
disbursement by, 4-46 
excess, 4-8, 4-16 
Cash Control Amount, 4-11 
Cash management 
cash monitoring payment methods, 4-13 
DL Tools and, 4-136 
heightened cash monitoring, 4-11, 4-13 
purpose of regulations, 4-3 
Cash support, FAFSA and, AVG-22 
CBE. See Competency-based education programs 
CBP. See U.S. Customs and Border Patrol 
CCA. See Child Citizenship Act 
CDRs. See Cohort default rates 
Central Processing System, 1-1, 1-77, 5-6, AVG-7, 
AVG-9, AVG-17, AVG-38, AVG-77. See also 
CPS Online; FAA Access to CPS Online 
Certificate of Citizenship, 1-27, 1-49 
Certificate of Naturalization, 1-27, 1-50 
Certificate of Report of Birth, 1-27 
Certificate or degree-seeking student, definition, 
2-127 
Certification of Birth Abroad, 1-50 
Certifications 
cost of attendance, 3-35 
Program Participation Agreement, 2-16 
Certified public accountants, audits and, 2-60 
Change of control. See Control of the institution 
Change of ownership. See Ownership changes 
Chapter 1607. See Reserve Educational Assistance 
Program 
Chapter 7 bankruptcy, discharge of loans and, 6-169 
Chapter 13 bankruptcy, 6-170 
Charges. See Cost of attendance; Fees; Tuition 
Checks 
disbursement by, 4-46 
holding a check, 4-47 
information required when returning funds to a 
servicer by check, 5-99 
paying credit balances by, 4-50 
when a check is considered issued, 4-17 


when the Department considers a check to have 
been issued, 4-47 
Checks and balances system, 2-40 
Child Citizenship Act, 1-28 
Child services programs, cancellation of loans and, 
6-159 
Child support 
conflicting information, AVG-88 
FAFSA and, AVG-20, AVG-21, AVG-27 
suggested verification text, AVG-103, AVG-111 
verification, AVG-79 
verification group, AVG-88 
verification of amount received, AVG-111 
Children 
additional aid eligibility for children of Iraq and 
Afghanistan soldiers, 3-47 
Child Citizenship Act, 1-28 
Deferred Action for Childhood Arrivals, 1-36 
dependency status, AVG-23 
FAFSA filers under the age of 13, AVG-6 
number of children enrolled in college, AVG-29, 
AVG-32, AVG-90, AVG-107 
packaging aid for children of Iraq and Afghanistan 
soldiers, 3-144 
Children’s Online Privacy Protection Act, AVG-6 
CHSPE. See California High School Proficiency 
Exam 
CIP codes. See Classification of Instructional 
Programs codes 
Circular A-133: Audits of States, Local Governments, 
and Nonprofit Organizations, 2-59, 2-63, 2-64 
Citizens of the Freely Associated States. See Freely 
Associated States 
Citizenship. See also U.S. Citizenship and 
Immigration Services; U.S. Department of 
Homeland Security; U.S. Department of State 
application pending for, 1-40 
authorized employment and, 1-39 
automated secondary confirmation, 1-29 
battered immigrants, 1-33 
birth abroad certification, 1-50 
Child Citizenship Act, 1-28 
DHS records matches, 1-28, 1-35 
documentation, 1-26, 1-35 
eligible categories, 1-25 
eligible noncitizens, 1-25, 1-30 
FAFSA and, AVG-12 
family unity status, 1-36 
G-845 forms and, 1-30, 1-35, 1-37, 1-43 
illegal aliens under the legalization (amnesty) 
program, 1-36 
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ineligible statuses, 1-35 
issues, 1-25 
Jay Treaty, 1-35 
later award years documentation requirements, 
1-47 
name changes, 1-25 
noncitizen nationals, 1-49 
nonimmigrant status, 1-35, 1-40 
not confirmed, 1-26 
paper secondary confirmation, 1-30 
parent signature requirement on certificate, 1-26 
passports, 1-49 
permanent residents, 1-30, 1-39, 1-51, 1-53 
photocopying immigration documents, 1-31 
prima facie cases, 1-34 
replacing lost DHS documents, 1-48 
report of birth abroad, 1-27 
Selective Service System registration and, 1-76 
self-petitioning cases, 1-33 
SSA records matches, 1-26 
status not confirmed, 1-39 
student rights, 1-42 
students who provide new documentation, 1-40 
students with temporary protected status, 1-36 
suspect documents, 1-27 
temporary residents, 1-36 
travel and identity documents, 1-30 
unconfirmed, 1-27 
updating status for citizens born abroad, 1-27 
US. citizens, 1-26 
US. nationals, 1-26 
USCIS response and, 1-39 
victims of human trafficking, 1-33 
withholding of removal status, 1-36 
Citizenship and Immigration Services. See US. 
Citizenship and Immigration Services 
Classification of Instructional Programs codes, 2-21, 
2-104, 2-115 
Clery/Campus Security Act, 2-120 
Clery geography, 2-121 
Clock-hour programs 
academic year and, 3-4, 3-10 
approval for 300-600 hour programs, 2-106 
attendance measurement, 2-32 
Borrower-Based Academic Year and, 3-101, 3-110 
clock/credit-hour conversions, 2-31 
“clock hour” definition, 2-31 
completion requirements, 3-21 
conversion formula, 3-31 
conversion rules, 2-31, 2-35 
conversion rules (table), 2-36 


Direct Loan Program and, 3-122 
eligible programs, 2-18 
enrollment status and, 3-56 
equivalent degrees, 2-33 
excused absences in, 3-19 
gainful employment programs and, 2-31 
grade level progression and, 3-111 
Iraq and Afghanistan Service Grants and, 3-56 
nonterm, 3-10, 3-11 
nonterm programs, 3-7 
out-of-class student work and, 2-33 
payment periods, 3-9, 3-19 
Pell Grants and, 3-56 
program eligibility, 2-24 
re-entry and, 3-31, 3-119 
repeating after program completion, 3-30 
satisfactory academic progress, 1-16 
state/accrediting agency criteria for, 2-33 
“successfully completes” definition, 3-9 
term-based, 3-10 
transfer students and, 5-35 
withdrawals and, 5-46, 5-81, 5-126 
Closely-held corporations, ownership changes, 2-93 
Closeout period, 4-11 
Closeout procedures, 2-96, 2-164 
Closure of schools 
branch campuses, 2-104, 2-166 
closed-school records, 2-143, 2-144 
closeout procedures, 2-96, 2-164 
defaulted loans discharged for, 6-189 
discharge of loans and, 6-168 
involuntary withdrawal from FSA participation, 
2-164 
notification of, 2-99, 2-164 
recovery of loan discharges and, 2-167 
teach-outs at closed school locations, 2-99, 2-166 
temporary closures beyond control of the 
institution, 5-76 
unpaid commitments and, 2-166 
COA. See Cost of attendance 
Cobranding financial accounts, 4-70 
COD. See Common Origination and Disbursement 
Codes. See also Status codes 
Classification of Instructional Programs, 2-104, 
2-115 
Selective Service System status information letter 
codes, 1-77 
Standard Occupational Classification, 2-115 
Codes of conduct, 2-43, 2-137 
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Cohort default rates 
calculating, 6-189 
change of ownership and, 6-189 
consequences of high rates, 2-83 
default prevention and management plan, 2-84 
eCDR process, 2-83 
effect of, 2-84 
guide to, 2-83 
institutional eligibility and, 2-81 
loans not treated as defaults, 6-190 
low cohort default rate exemptions, 3-28 
multiple locations and, 6-189 
number of days in default and, 6-190 
penalties for high rates, 6-191 
time-frames for, 2-83 
Collections. See also Defaults 
ceasing, 6-185 
costs of, 6-191 
litigation alternatives, 6-185 
litigation involving, 6-186 
Perkins Loans, 6-183, 6-191 
skip-tracing program, 6-179 
using collection firms, 6-206 
College Affordability and Transparency Center, 
website, 2-111 
College diploma mills, 1-7 
College Navigator site, 2-114, 2-119 
College savings plans, AVG-18 
Combat pay, FAFSA and, AVG-14, AVG-20 
“Commitment” definition, 2-97, 2-166 
Common-law marriage, FAFSA and, AVG-31 
Common Origination and Disbursement, 1-1, 1-70, 
2-37, 2-50, 3-44, 3-87, 3-115, 3-123, 3-124, 
4-83, 4-92, 4-114, 4-127, 4-134, 5-99 
Community public defender organizations, 
cancellation of loans and, 6-162 
Community service, 6-40, 6-57, 6-85 
Compact of Free Association Amendments Act, 1-46 
Competency-based education programs, 2-23, 3-4 
Complaints process, states and, 2-9, 2-28 
Completion rates 
calculating, 2-117 
consumer information about, 2-117 
exception to providing rates for athletes, 2-128 
program eligibility and, 2-19 
reporting through IPEDS, 2-114 
for student athletes, 2-127 
waiver of data calculation, 2-127 
Completion requirements 
review of, 3-21 
withdrawal/re-entry and, 3-56 


Compliance audits, 2-45, 2-59, 2-63 
Composite scores 
calculating, 2-74 
scale (illustration), 2-75 
standards, 2-71 
Comprehensive transition and postsecondary 
program, 2-22, 2-23, 2-50 
Concurrent enrollment, Pell Grants and, 1-83, 4-83 
Concurrent terms, combining, 3-8 
Conditional acceptance, 1-3, 1-4 
Conditional entrants, 1-32, 1-40 
Conditional gifts, 2-138 
Conditional permanent residents, 1-39 
Conditional resident aliens, 1-31, 1-39 
Confidentiality. See Privacy 
Confirmation of citizenship 
automated secondary confirmation, 1-29 
later award years and, 1-47 
Confirmation process, notification of affirmative 
confirmation, 4-22 
Conflicting information 
administrative requirements, 2-37 
child support, AVG-88 
discrepant tax data, AVG-123 
examples of, 2-37 
FAFSA and, AVG-123 
homeless youth, AVG-126 
resolution of, AVG-124 
source of, 2-39 
student eligibility and, 1-21 
subsequent ISIRs and, AVG-123 
Consecutive terms, combining, 3-8 
Conservation corps programs, Federal Work-Study 
Programs and, 6-62 
Consolidated and Further Continuing 
Appropriations Act of 2015, 3-44, AVG-89 
Consolidated Appropriations Act of 2012, 3-65 
Consolidated Appropriations Act of 2016, 1-10 
Consolidated financial statements, audits of, 2-64 
Consolidated loans, 3-128, 3-130, 6-103, 6-115 
Consortium agreements, 2-26, 3-47, 3-48 
Consortium programs 
books and supplies and, 4-52 
cost of attendance and, 3-39 
Consular Reports of Birth Abroad, 1-27 
Consumer information. See also Disclosures 
about the school, 2-111 
assessing the school’s compliance with, 2-110 
availability of, 2-109 
campus crime and safety, 2-117 
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civil penalties for failure to comply with 
requirements for, 2-110 
completion rates, 2-117 
contact information, 2-113 
copyright infringement penalties, 2-113 
from the Department of Education, 2-111 
drug and alcohol abuse prevention, 2-124 
fire safety, 2-109 
gainful employment programs, 2-115 
graduation rates, 2-114 
HEA-required information dissemination, 2-109 
loan counseling, 2-128 
misrepresentation, 2-136 
notice to students, 2-109 
placement rates, 2-116 
post-graduate study, 2-115 
refund policy, 5-6 
retention rates, 2-114 
Return of Title IV Aid, 5-6 
student activities, 2-113 
student body diversity, 2-113 
transfer-out rates, 2-114 
vaccination policy, 2-113 
withdrawals, 5-6, 5-51 
Continuing education, 1-3, 1-4 
Contractors, certifying current or prospective, 2-41 
Contracts 
with third-party servicers, 2-44, 4-58 
written, 2-26 
Contractual agreements, 2-28 
Control of the institution 
changes of, 2-92 
institutional eligibility and, 2-5 
training requirement after changes, 2-93 
Cooperative education programs 
cost of attendance, 3-35, 3-39 
enrollment status and, 3-47 
FAFSA and, AVG-21 
Coordinating officials 
“capable individual” definition, 2-39 
role of, 2-38 
COPPA. See Children’s Online Privacy Protection Act 
Copyright Act, 2-113 
Copyright infringement 
copyright information, 2-113 
examples of deterrents, 2-155 
penalties for, 2-113 
prevention of, 2-155 
Corporations, ownership changes, 2-93 
Corrections officers, cancellation of loans and, 6-160 
Corrective actions, 2-162 


Correspondence course students 
calculating the percentage of, 2-82 
eligibility, 1-24, 2-81 
limitations, 2-81 
loan counseling, 2-134 
Correspondence courses. See also Distance education 
calculating the percentage of, 2-82 
calculations for, 3-72 
combined correspondence and residential 
programs, 2-31 
cost of attendance, 3-36, 3-72 
description, 2-30 
enrollment status and, 3-48, 3-72 
at foreign schools, 2-30 
incarcerated students and, 2-80 
institutional eligibility and, 2-29 
Iraq and Afghanistan Service Grants and, 3-48 
limitations, 2-81 
Pell Grants and, 3-26, 3-58, 3-72 
TEACH Grants and, 3-26 
timing of disbursements, 3-26 
Cost of attendance. See also Attendance; Fees; Tuition 
allowable costs, 3-33 
books and supplies, 3-34 
checking foreign diplomas, 3-35 
components, 3-34 
consortium programs, 3-39 
consumer information concerning, 2-112 
distance education students, 3-37 
documentation of exceptional expenses, 3-34 
estimated financial assistance component, 3-36 
exceptions to the normal cost allowances, 3-36 
finance charges, 3-37 
free room and board/tuition waivers, 3-35 
full programs charged at the start, 3-42 
incarcerated students, 1-82, 3-36 
for intersessions, 3-36, 3-102 
less-than half-time students, 3-34, 3-36 
limitations, 3-36 
loan fees, 3-35 
military housing allowance and, 3-36 
mixed enrollment status and, 3-40 
for modules, 3-36, 3-102 
National Collegiate Athletic Association rules, 
3-35 
net price calculator, 2-112, 2-114 
overtime charges, 3-37 
paid by other sources, 3-41 
Pell Grants and, 3-36, 3-38, 3-42, 3-69, 3-72, 
3-142 
periods other than nine months, 3-42 
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professional judgment and, 3-36 
programs that become eligible in the middle of a 
year, 3-37 
proration of, 3-38 
recalculations, 3-69, 3-85 
students with disabilities, 3-35 
summer terms and, 3-59 
Teach Grants and, 3-85 
tuition discounting, 3-37 
uneven costs, 3-133, 3-136 
waivers and, 3-35, 3-41 
Workforce Innovation and Opportunity Act 
programs, 3-41 
Counseling, loan, 2-40, 2-128, 3-83, 4-36, 6-104 
Coursework 
academic, definition, 3-72 
completion of upon return from a leave of absence, 
5-12 
correspondence courses and, 3-48 
out-of-class, 2-33 
preparatory, 1-5, 1-84, 2-11, 3-108 
remedial, 1-4, 1-18, 2-24, 3-48, 3-111 
repeating coursework, 3-30, 5-5 
retaking, 3-30 
teacher certification, 1-5 
Court orders, disclosure in response to, 2-152 
Coverdell education savings accounts 
FAFSA and, AVG-18 
prepaid tuition plans as, 3-143 
CPS. See Central Processing System 
CPS Online, 5-6, AVG-35, AVG-92, AVG-119 
Credit balances 
under $1, 4-50 
authorization to hold, 4-23, 4-55 
books and supplies and, 4-51 
Federal Work-Study Programs and, 6-82 
14-day deadline and, 4-48, 5-19 
holding, 4-54 
paying by check, 4-50 
paying by EFT, 4-50, 4-57 
prohibited behavior, 4-54 
refunds versus paying, 4-50 
stored-value cards and, 4-71 
student choice of way to receive funds, 4-59 
third-party servicers, 4-57 
timeframe for returning unclaimed funds, 4-20 
timeframe for returning unclaimed Title IV credit 
balances, 5-20 
withdrawals and, 5-19 
Credit bureaus 
national credit bureaus contact information, 6-184 


reporting loan defaults to, 6-184 
reporting requirements, 6-102 
Credit Card Accountability Responsibility and 
Disclosure Act of 2009, 4-61 
Credit checks, 1-86 
Credit history 
adverse, 1-86 
PLUS Loans and, 1-86 
Credit-hour programs 
academic year and, 3-4 
Borrower-Based Academic Year and, 3-99, 3-107 
breaks in attendance, 5-37 
clock/credit-hour conversions, 2-31, 3-31 
completion requirements, 3-21 
“credit hour” definition, 2-31, 3-6 
disbursements and, 3-25, 5-41 
grade level progression and, 3-111 
Iraq and Afghanistan Service Grants and, 3-47, 
3-56 
nonterm, 3-10, 5-76 
payment periods, 3-9 
Pell Grants and, 3-47, 3-56 
percentage of the period completed, 5-76 
program eligibility, 2-24 
re-entry and, 3-31 
repeating after program completion, 3-30 
rounding, 2-33 
“satisfactory academic progress” definition, 1-15 
Scheduled Academic Year and, 3-99, 3-105 
state/accrediting agency criteria for, 2-33 
“successfully completes” definition, 3-9 
term-based, 3-25, 5-12, 5-34 
transfer students and, 5-34 
withdrawals and, 5-46, 5-76 
without academic terms, 5-37 
Credits, academic 
test-based, 1-14 
transfer credits, 2-112 
Crime logs, 2-119 
Crime records, FERPA provisions concerning the 
release of, 2-151 
Crime statistics 
annual submission of, 2-118 
bookstores and safety reporting, 2-123 
crime log, 2-119 
crimes to be reported, 2-120 
crimes to be reported to the campus community, 
2-120 
definitions related to crime reporting, 2-121 
disseminating reports to prospective students and 
employees, 2-123 
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handbook for reporting, 2-122, 2-123 
reported crimes must be recorded, 2-120 
security reports, 2-118 
timely reporting of crimes, 2-125 
website, 2-119 
Criminal activities. See also Incarcerated students 
crimes involving FSA program funds, 2-42 
institutional eligibility and, 2-12 
penalties for, 2-162 
Crossover payment periods, 3-46, 3-56, 3-58, 3-82, 
3-135, 3-151, 4-45, 5-27 
CTP. See Comprehensive transition and 
postsecondary program 
Cuban-Haitian entrants, 1-32, 1-40 
Current Funding Level, 4-11 
Current in debt payments, 2-73 
Custom verification group, AVG-79, AVG-88 
Customer Care and Research Center, 1-30 


D 
D/E rates. See Debt-to-earnings rates 
D-U-N-S number. See Data Universal Numbering 
System 
DACA. See Deferred Action for Childhood Arrivals 
Data release numbers, AVG-6, AVG-93 
Data Retrieval Tool, AVG-15, AVG-36, AVG-81, 
AVG-84 
Data Universal Numbering System, 4-5 
Date of origination, 4-40 
Dating violence 
definition, 2-121 
training and prevention resources, 2-118 
Deadlines 
Campus-Based awards, 5-8 
Direct Loan Program, 5-8 
FAFSA, AVG-9 
notice of, AVG-9 
post-withdrawal disbursements and, 5-92 
Return of Title IV Aid and, 5-8, 5-38 
Return of Title IV Aid and (table), 5-121 
verification documents, 5-8, AVG-93 
Dear Partner/Colleague Letters, 1-1, 2-51, 2-152, 
3-44, 3-81, 3-88, 3-89, 3-93, 3-95, 3-125, 
3-136, 4-78, 6-87, 6-211, AVG-79, AVG-95, 
AVG-119 
Death 
actions school should take when a student dies, 
C-1 
borrower's death before disbursement of funds, 
4-35 


discharge of loans and, 6-165 
master death file, 1-72 
of a parent, AVG-15, AVG-31 
of a student, 1-72, 2-38, 5-55, 5-86, 6-186, 
AVG-80 
Death Pension and Dependency and Indemnity 
Compensation benefits, 3-153 
Debarment 
certification of, 2-41 
checking status online, 2-41 
covered transactions, 2-41, 2-42 
lower-tier transactions and, 2-42 
Debit cards 
books and supplies purchases, 4-51 
Debt payments, current in, 2-73 
Debt-to-earnings rates 
appealing final rates, 2-88 
calculation of, 2-85 
consequences of failing and zone rates, 2-89 
draft rates and challenges, 2-87 
exclusions, 2-86 
outcomes, 2-87 
reporting requirements, 2-84 
transition period calculation, 2-88 
Default Reduction Assistance Program, 6-181 
Default Resolution Group, 4-93, 4-95, 4-96, 4-97, 
4-98, 4-99, 5-30, 5-103, 5-110, 5-113, 5-129 
Defaults. See also Collections 
cohort default rates, 2-81, 3-28, 6-189 
contacting the default office, 2-84 
death of student and, 6-186 
default prevention and management plans, 2-84, 
2-94 
Default Reduction Assistance Program, 6-181 
defense of infancy and, 1-62, 6-186 
deferments and, 6-142 
disbursements and, 3-28 
discharged for school closure, 6-189 
eligibility for aid and, 1-55 
judgments and, 6-188 
litigation involving, 6-186 
loan acceleration and, 6-142 
loan cancellation and, 6-151 
low default rates, 3-28 
ownership changes and, 2-94 
Perkins Loans and, 1-87, 6-187 
rehabilitating loans and, 6-187 
repayment of, 1-65 
resolving default status, 1-65 
sharing information about, 2-53 
writing off accounts, 6-185 
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Defense of infancy, loan defaults and, 1-62, 6-186 
Defense of Marriage Act, 1-22, AVG-12 
Deferments. See also Repayments 
auditing classes, 6-148 
concurrent deferment/cancellation, 6-142, 6-150 
defaulted loans and, 6-142 
enrollment and, 6-143 
grace periods and, 5-14 
graduate fellowship, 6-144 
hardship and, 6-141, 6-145, 6-146 
in-school deferment, 6-143 
military service and, 6-147 
older Perkins Loans and, 6-149 
Peace Corps volunteers and, 6-140, 6-146 
Perkins Loans and, 6-140 
poverty guidelines, 6-146 
rehabilitation training, 6-145 
seeking full-time employment, 6-145 
Deferred Action for Childhood Arrivals, 1-36, 1-40 
Deferred Action Status, 1-41 
Degree-seeking student, definition, 2-127 
Delayed disbursements, 3-22, 4-51 
Delinquent/defaulted borrowers, 2-53 
Department of Defense. See U.S. Department of 
Defense 
Department of Education. See U.S. Department of 
Education 
Department of Homeland Security. See U.S. 
Department of Homeland Security 
Department of Justice. See U.S. Department of Justice 
Department of State. See U.S. Department of State 
Dependency status. See also Independent students 
dependency overrides, AVG-36, AVG-121 
Direct Loan Program and, 3-92 
EFC formula A and, AVG-39, AVG-49 
FAFSA and, AVG-23 
household size and, AVG-32, AVG-107 
legal dependent examples, AVG-25 
PLUS Loans and, 3-92 
students living with relatives and, AVG-28 
Deportation, suspension of, 1-34 
Depository accounts 
definition, 4-61 
of foreign schools, 4-14 
for Title IV funds, 4-14 
DHS. See U.S. Department of Homeland Security 
Digital Millennium Copyright Act, 2-155 
Diplomas 
alternatives for high school completion, AVG-89 
checking the validity of high school diplomas, 1-7, 
2-10 


college diploma mills, 1-7 
foreign diploma, 1-8 
high school diplomas, 1-7, 2-10, 2-80 
incorrectly stated diploma status, 1-6 
limitations on students admitted without high 
school diploma or equivalent, 2-11, 2-80 
recognized equivalents of high school diploma, 
1-8 
Direct assessment programs 
academic year and, 2-25 
definitions, 2-25 
educational activity, 2-25 
eligible programs, 2-24 
full-time students and, 2-25 
independent study and, 2-25 
payment periods and, 3-19 
program eligibility, 2-24 
week of instructional time and, 2-25 
Direct Loan Booking Warning Report, 4-134 
Direct Loan Consolidation System, 6-115 
Direct Loan Program. See also Perkins Loans 
abbreviated loan periods, 3-118 
academic terms and, 3-88 
academic year and, 3-91, 3-93, 3-98, 3-121 
adjusting, 5-36 
adjusting when a student withdraws and reenters, 
3-31 
aggregate loan limits, 3-128 
aggregate loan limits with additional Direct 
unsubsidized when parents are denied PLUS, 
3-129 
for borrowers who graduate before losing subsidy, 
3-125 
calculating, 3-142 
certification information, 3-87 
choosing not to borrow, 3-146 
consolidated Perkins Loans and, 3-129 
crediting funds to current charges first, 4-46 
criteria for additional loans, 3-109 
crossover periods and, 3-152 
deadlines, 5-8 
delinquent/defaulted borrowers, 2-53 
determining program length, 3-123 
disability discharge and, 1-63 
disbursements, 3-20, 3-26, 4-21, 4-40, 4-51, 
4-128, 4-143, 5-41, 5-44, 5-99 
discontinuing paper check processing for refunds 
of cash, 4-105, 5-109 
DL Tools, 4-135, 4-136 
downward adjustment of disbursements and, 5-99 
drawing down funds, 4-11 
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eligibility, 1-83, 3-87 

enrollment status and, 3-88 

extended processing, 4-42, 5-33 

failing to begin attendance and loan disbursement, 
3-29 

foreign schools eligible for, 2-7 

fractions and decimals for prorating, 3-113 

grade level progression and, 3-111 

graduate/professional students and, 3-10, 3-93 

health professions students, 3-95, 3-97 

increasing loan amount when grade level changes 
during academic year, 3-117 

increasing loan amount when student changes 
dependency status during academic year, 3-92 

information sharing with, 2-51 

intersessions and, 3-102 

late disbursements and, 4-40 

loan counseling, 2-128 

loan fees, 3-35 

loan limits, 3-91, 3-93, 3-98, 3-108, 3-123 

loan periods, 3-88 

loss of eligibility or withdrawal from, 2-167 

Master Promissory Notes and, 3-87, 3-131 

maximum eligibility period, 3-123 

medical internships and residencies and, 1-85 

minimum amount for, 3-91 

minimum and maximum loan periods, 3-88 

modules and, 3-102 

multiple school enrollments and, 3-89 

online counseling, 2-128 

originating a loan, 3-90, 3-142 

overawards and, 3-155, 4-78 

overborrowing effects, 3-130 

overpayments and, 4-92 

overview, 3-87 

ownership changes and, 2-97 

packaging rules, 3-142 

payment periods, 3-9, 3-10, 3-118 

preparatory coursework and, 1-84, 3-108 

program length and, 3-88, 3-113, 3-120 

Program Participation Agreement, 2-16 

prorating, 3-113 

reconciliation, 4-127 

reconciling ED and school records, 4-129, 4-140 

recording student payments and reductions in aid, 
5-109 

records requirements, 2-146 

refusing or reducing loans, 1-84, AVG-121 

refusing to originate a loan or originating for less 
than maximum eligibility, 3-90 

regaining eligibility, 3-130 


remaining eligibility period, 3-124 

remaining loan eligibility for students who transfer 
or change programs, 3-115 

removal of data from COD, 4-104 

return of aid, 4-53 

Return of Title IV Aid and, 5-27, 5-99 

returning funds that can’t be disbursed within 
three days, 4-104 

review of process, 3-131 

School Account Statement, 4-127, 4-134, 4-137, 
4-148 

for school charges only, prohibition on originating 
loans, 3-142 

special cases, 3-106 

for students transferring to a new school, 3-118 

students whose parents have ended financial 
support and refuse to file a FAFSA, 3-92 

subsidized, 1-85, 3-88, 3-89, 3-92, 3-123, 3-124, 
3-146, 3-147, AVG-91, AVG-93 

subsidized usage periods, 3-124 

teacher certification and, 1-84, 3-108 

for teacher certification program students, 3-108 

transfer students and, 3-118 

unsubsidized, 3-87, 3-89, 3-92, 3-108, 3-109, 
3-129, 3-147 

updating disbursement data after deadline has 
passed, 4-92 

“year” as loan period, 4-34 

year-end closeout, 4-147, 4-148 


Direct PLUS Loan Program. See PLUS Loans 
Direct Subsidized Loans 


borrowers enrolled in preparatory coursework, 
3-124 

borrowers enrolled in teacher certification 
programs, 3-124 

deadlines, AVG-93 

FAFSA changes and, AVG-91 

failure to submit documentation, AVG-93 

loan limits, 3-92 

150% limit, 1-85, 3-88, 3-123 

packaging aid and, 3-146 

requirement to offer, 3-89 

subsidized usage periods, 3-124 


Direct Unsubsidized Loans 


aggregate loan limits, 3-129 
criteria for additional loans, 3-109 
loan limits, 3-87, 3-92, 3-108 
requirement to offer, 3-89 
substituting funds for EFC, 3-147 
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Disability. See also Students with disabilities 
children and youth with disabilities, definition, 
6-156 
discharge of loans and, 1-62, 6-165 
payments and FAFSA, AVG-22 
service-connected, 6-167 
substantial gainful activity and, 1-63 
total and permanent, 1-63, 6-165, 6-210 
Disabled students. See Students with disabilities 
Disasters, verification following, AVG-79 
Disbursement Release Indicator, 4-12 
Disbursements. See also Overawards; Overpayments 
adjustments for Direct Loan Program and, 5036 
advance credit to account and (graphic), 3-23 
amount of aid earned by the student and, 5-87 
apportioning charges, 4-29 
authorizations of, 4-23 
booked, 4-128 
borrower's death before disbursement of funds, 
4-35 
Campus-Based awards, 3-133 
by checks, 4-46 
clock-hour programs, 3-25 
credit balances and, 4-23, 4-50, 4-57 
credit-hour programs, 3-25, 5-41 
credit to student’s account, 4-46 
crossover payment periods and, 4-45 
date of, 4-38, 5-36 
delayed, 3-22, 4-51 
different payment periods and, 5-82 
direct disbursements to student or parent, 4-46 
Direct Loan Program, 3-20, 3-27, 4-21, 4-46, 
4-128, 4-143, 5-41, 5-44 
disclosures prior to first disbursement, 6-99 
discrepancy sources, 4-129 
downward adjustment of, 5-99 
early, 3-22, 4-39 
Electronic Funds Transfers and, 4-25, 4-46, 4-50 
eligibility checking, 4-36 
exceeding 50% of award, 3-26 
exception to 30-day delay, 4-39 
failure to begin attendance and, 3-29, 4-81 
Federal Supplemental Education Opportunity 
Grants, 3-20, 3-26, 3-135, 4-21, 6-37 
Federal Work-Study Programs, 4-26, 4-38, 4-45 
50% requirement, 3-53 
first time borrowers, 3-22 
of grants before loans, 5-88 
half-time students, 3-43 
holding credit balances, 4-54 
holding funds on behalf of the student, 4-45 


improper disbursements, 6-99 

inadvertent overpayments and, 5-39 

institutional versus noninstitutional charges, 4-27 

interim, 3-26, 4-36, AVG-91 

Iraq and Afghanistan Service Grants, 4-12, 4-21, 
4-118, 5-41 

late, 4-40, 5-43, 5-44, AVG-94 

late arriving aid and, 5-43 

leaves of absence and, 4-35, 5-10 

liability for disbursements if change of location is 
not approved, 2-100 

low default rates and, 3-28 

methods of, 4-46 

more than 1/2 the annual award, 3-53 

multiple, within a payment period, 3-24 

noncash, 4-45 

nonterm programs and, 3-17 

notifications of, 4-21 

outstanding charges and, 5-91 

overtime charges, 4-27 

part-time students and, 3-17 

pass-through charges, 4-32 

payment periods and, 3-22, 3-27, 4-35, 5-82 

payment periods and (chart), 3-20 

Pell Grants, 3-20, 3-24, 4-21, 4-36, 5-41 

Perkins Loans, 3-20, 3-25, 3-26, 3-136, 4-21, 
4-26, 5-41, 6-99 

post-withdrawal, 4-41, 5-24, 5-41, 5-87, 5-125, 
5-128, 5-131 

power of attorney and, 4-26 

prior year charges allowance, 3-24 

prior-year charges and, 3-151, 4-34 

processed date and, 4-40 

programs of less than one year where grades are 
not awarded, 4-46 

prohibited disbursements, 5-41 

prohibitions regarding, 5-95 

prompt disbursement rules, 4-37 

prorating charges, 4-29 

re-entry and, 5-29 

reporting within 15 days, 4-131 

retroactive payments, 3-24, 4-39 

scheduling, 3-26 

self-assessment tool for procedures, 4-22, 4-46 

study abroad programs, 3-28 

submitting records for, 3-25, 4-39 

TEACH Grants and, 3-20, 3-24, 3-26, 4-21, 5-41 

third-party servicers and, 4-36, 4-57 

30-day delay requirement, 4-51 

three-day rule, 4-11, 4-16, 4-37, 4-104 

Tier 1 Arrangements, 4-61 
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Tier 2 Arrangements, 4-66 ineligible courses at foreign schools, 2-30 
timeframes for, 4-37, 4-118 institutional eligibility and, 2-29 
timing of, 1-62, 3-22, 3-25 monitoring attendance and, 5-48, 5-60 
unbooked, 4-128 student eligibility, 1-24 
undisbursed aid, 5-40 weeks of instructional time, 3-4 
unequal, 3-133, 3-136 Divorce, FAFSA and, AVG-15, AVG-31, AVG-83 
uneven, 3-25 DL Program. See Direct Loan Program 
withdrawals and, 5-8 DL Tools, 4-135, 4-136 
Discharge of loans DLCS. See Direct Loan Consolidation System 
bankruptcy and, 6-169, 6-170 Document Verification Request, 1-43 
billing and collection resumption, 6-169 Documentation. See also Records and recordkeeping; 
checking discharge status with loan servicer, 1-63 specific documents 
closure of schools and, 6-168, 6-189 assignment of Perkins Loans and, 6-194 
due to death, 6-165 of attendance, 5-59 
service-connected disability and, 6-167 branch campuses and, 2-105 
spouses of 9/11 victims and, 6-168 citizenship, 1-26 
total and permanent disability and, 1-63, 6-165 collections costs, 6-193 
Disclosures. See also Consumer information; Records Cuban-Haitian entrants, 1-32 
and recordkeeping disclosures of information, 2-152 
anti-lobbying, 2-139 exceptional expenses, 3-34 
Department of Education-provided forms via the failure to submit, AVG-93 
Web, 2-115 FISAP, 6-33 
documenting, 2-152 homeless youth determination, AVG-125 
enrolled students, 2-109, 2-110 mailing address for supporting documents, 2-92 
Family Educational Rights and Privacy Act, 2-149 overpayments, 6-29 
gainful employment programs, 2-115 photocopying immigration documents, 1-31 
general disclosures for enrolled or prospective readmission of service members, 2-57 
students, 2-110 replacing lost DHS documents, 1-48 
to government agencies, 2-151 requests not requiring documentation, 2-153 
institutional requirements, F-1 Return of Title IV Aid and, 6-29 
Perkins Loans, 3-137, 6-99, 6-104 Selective Service System registration, 1-76 
preferred lenders, 2-135, 2-137 suspect documents, 1-27 
prior written consent to disclose a student's travel and identity documents, 1-30 
records, 2-150 validity of a student’s high school completion, 1-7, 
private education loans, 2-135 AVG-88 
prospective students, 2-109, 2-110 verification requirements, AVG-81 
in response to subpoenas or court orders, 2-152 withdrawal dates, 5-60 
to school officials, 2-151 DOMA. See Defense of Marriage Act 
Tier 1 Arrangements and, 4-63 Domestic violence 
Tier 2 Arrangements and, 4-69 definition, 2-121 
via website, 2-109, 2-154 training and prevention resources, 2-118 
Discretionary net worth, EFC and, AVG-41, DRAP. See Default Reduction Assistance Program 
AVG-44, AVG-46 Drawing down funds, 4-11, 6-27 
Dislocated workers Driver's licenses, 1-26 
EFC and, AVG-38 DRNs. See Data release numbers 
FAFSA and, AVG-30, AVG-32 DRT. See Data Retrieval Tool 
Distance education. See also Correspondence courses Drug abuse prevention programs 
accreditation for, 2-30 consequences of noncompliance, 2-127 
cost of attendance, 3-37 consumer information, 2-125 
description, 2-30 Drug-Free Schools and Communities Act 
at foreign schools, 2-30 requirements, 2-124 
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information sources, 2-126 

measuring effectiveness of, 2-125 

requirements for, 2-125 
Drug convictions 

FAFSA and, AVG-12 

hold files for, 1-19 

penalties for, 2-125 

regaining aid eligibility, 1-19 

student eligibility and, 1-19 
Drug-Free Schools and Communities Acts, 2-124 
Drug-free workplace, requirements, 2-124, 2-126 
Drug rehabilitation programs, standards for, 1-20 
Dual accreditation, 2-10 


E 
E-App. See Electronic Application for Approval to 
Participate in the Federal Student Aid Programs 
E-mail 
addresses for students, AVG-12 
notifications via, 4-21 
requesting administrative relief by, 5-30 
E-Sign Act. See Electronic Signatures in Global and 
National Commerce Act 
EADA. See Equity in Athletics Disclosure Act 
Early childhood education, cancellation of loans and, 
6-163 
Early disbursements, 3-22, 4-39 
Early exit cadets, AVG-24 
Early intervention services 
cancellation of loans made to qualified providers, 
6-159 
definitions, 6-158 
Earnings 
calculating gross earnings, 3-137 
Federal Work-Study Programs and, 3-137, 6-17, 
6-46 
need-based, 3-151 
non-need-based, 3-151 
eCampus-Based System, 2-50, 6-122, 6-182 
ECARs. See Eligibility and Certification Approval 
Reports 
eCB. See eCampus-Based System 
eCDR process, 2-83 
ECOA. See Equal Credit Opportunity Act 
Economic hardship. See Hardship 
ED. See U.S. Department of Education 
EDCAPS, 4-4 
EDconnect, 1-1, AVG-8 
EDE. See Electronic Data Exchange 


EDExpress, 1-1, 1-70, 2-51, 2-148, 3-141, 3-142, 
AVG-8 
Education Central Automated Processing System, 
4-4 
Education savings accounts. See Coverdell education 
savings accounts 
Education savings allowances, AVG-18 
Education savings allowances (table), AVG-59 
Educational activity, direct assessment programs and, 
2-25 
Educational purpose, statement of, AVG-89, 
AVG-114 
EFA. See Estimated financial assistance 
EFC. See Expected family contribution 
Electronic Announcement, 6-11 
Electronic Application for Approval to Participate in 
the Federal Student Aid Programs 
adding programs, 2-106 
application updates and, 2-92 
changes reported on, 2-102 
direct assessment programs and, 2-25 
foreign schools reporting on, 2-102 
nonparticipating schools and, 2-13 
notification of changes to, 2-12 
reporting gifts, 2-140 
reporting self-determined programs on, 2-106 
Electronic certification, 6-29 
Electronic Data Exchange, AVG-92, AVG-119 
Electronic filing. See also Electronic submission 
advantages of, AVG-5 
FAFSA, AVG-5, AVG-9, AVG-35 
Electronic Funds Transfer 
definition, 4-61 
disbursement by, 4-25, 4-57 
paying credit balances by, 4-50 
Electronic loan origination record, 4-40 
Electronic Master Promissory Notes, 6-96 
Electronic processes 
administrative requirements, 2-50 
for authorizations, 2-153 
authorizations and, 4-25 
enrollment reporting requirements, 2-51 
information security requirements, 2-154 
minimum systems requirements, 2-51 
for notifications, 2-154, 4-25 
receiving roster files, 2-52 
reporting security breaches, 2-155 
reporting student enrollment data, 2-51 
return of aid and, 4-101, 4-103 
safeguarding information in, 2-154 
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sharing information with NSLDS, loan servicers, 
and guarantors, 2-51 
systems help, 2-50 
updating enrollment information, 2-51 
voluntary consent requirement, 2-153, 4-25 
Electronic records 
safeguarding information, 2-154 
voluntary consent for electronic transactions, 
2-153 
Electronic signatures 
‘The Fiscal Operations Report and Application to 
Participate, 6-9 
Perkins assignment, 6-198 
verification documentation, AVG-84 
Electronic Signatures in Global and National 
Commerce Act, 2-153, 4-25, AVG-84 
Electronic Statement of Account, 4-120, 4-122, 6-10 
Electronic submission. See also Electronic filing 
application updates, 2-92 
substantive changes, 2-98 
Elementary schools, enrollment in, eligibility for aid 
and, 1-6 
Eligibility 
institutional (See Institutional eligibility) 
program (See Program eligibility) 
student (See Student eligibility) 
Eligibility and Certification Approval Reports, 2-8, 
2-21, 2-103, 2-143, 3-112 
Emancipated students, FAFSA and, AVG-24, 
AVG-28 
Emergencies 
response and evacuation procedures, 2-124 
“test” definition, 2-124 
timely warning and notification of, 2-125 
Emergency response and evacuation procedures, 
2-124 
Employees. See also Staffing issues 
certifying current or prospective, 2-41 
debarment or suspension of, 2-41 
incentive compensation issues, 2-46 
staffing of financial aid offices, 2-40 
Employer reimbursements, FAFSA and, AVG-20 
Employment Authorization Documents, 1-36 
Employment expense allowances, EFC and, AVG-40, 
AVG-43, AVG-46 
Employment seeking, deferments and, 6-145 
Ending Cash Balance, 4-127 
English as a Second Language 
eligible programs, 2-23 
remedial coursework and, 1-4, 2-23 


Enrollment. See also Re-entry 
annual awards and, 3-47 
changes within a payment period, 3-69 
clock-hour programs and, 3-56 
concurrent, Pell Grants and, 1-83, 4-83 
consortium agreements and, 3-47, 3-48 
cooperative education programs and, 3-47 
correspondence courses and, 3-48 
definition, 2-49 
Direct Loan Program and, 3-88 
dual enrollment at high school, 2-10 
electronic reporting requirements, 2-51 
elementary schools, 1-6 
Enrollment Reporting Process, 6-143 
FAFSA and, AVG-13 
Federal Work-Study Programs and, 6-53 
full-time, 1-17 
grace periods and, 6-130, 6-131 
half-time, 1-17, 3-56 
Iraq and Afghanistan Service Grants and, 3-43 
loan deferments and, 6-143 
minisessions and, 3-60 
mixed enrollment status, 3-40 
at multiple schools, 3-89 
Pell Grants and, 3-40, 3-48, 3-67, 4-80 
Perkins Loans, 6-102, 6-104 
PLUS Loans, 3-88 
programs offered in modules and, 5-62, 5-65 
remedial coursework and, 1-4, 1-18, 2-23, 3-48 
reporting enrollment changes in NSLDS, 4-81 
retaking coursework and, 1-16, 3-30 
Return of Title IV Aid and, 5-25 
secondary schools, 1-6 
status changes and, 3-47, 3-52 
status codes, 2-52 
students with disabilities, 3-46 
students with intellectual disabilities, 1-18 
TEACH Grants and, 3-81 
Tier 1 Arrangements and, 4-65 
Tier 2 Arrangements and, 4-69 
trial periods, 1-3 
updating information on the Web, 2-52 
variations in enrollment status standards, 3-48 
withdrawals and, 2-14 
Enrollment Reporting Guide, 2-51 
Entrance loan counseling, 2-130, 2-132, 3-93, 6-104 
Entrance status conferences, 2-160 
EPLS. See Excluded Parties List System 
Equal Credit Opportunity Act, 3-137 
Equity in Athletics Disclosure Act, 2-126 
Errors, correcting on the FAFSA, AVG-8 
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Escheating, prohibition against, 4-20 
ESL. See English as a Second Language 
Estimated financial assistance 
benefits to be excluded, 3-156 
definition, 3-143 
examples of, 3-143 
FAFSA and, AVG-14 
need-based earnings as, 3-151 
packaging aid and, 3-141, 3-143 
provided by a state, 3-143 
Evacuation procedures. See Emergency response and 
evacuation procedures 
Ex parte orders, 2-152 
Exceptional expenses, 3-34 
Excess cash, 4-8, 4-16 
Excess liquid capital, 4-111, 6-116 
Excluded Parties List System, 2-41 
Exclusions, verification, AVG-80 
Excused absences, 3-19, 5-59 
Executive Order 13607, 2-58 
Exemptions, Selective Service System registration, 
1-75, 1-79 
Exit interviews, 6-174 
Exit loan counseling, 2-131, 6-109 
Exit status conferences, 2-160 
Expected family contribution 
adjusted available income and, AVG-42, AVG-47 
adjusted available income and (table), AVG-59, 
AVG-75 
adjusted gross income and, AVG-37, AVG-39 
alternate, AVG-39, AVG-42, AVG-44, AVG-47 
asset protection allowance (table), AVG-59, 
AVG-67, AVG-75 
assets and, AVG-40, AVG-42, AVG-44, AVG-46 
automatic zero EFC, AVG-38 
business/farm net worth adjustment (table), 
AVG-58, AVG-66, AVG-74 
changes to, 3-67, 3-68 
Department of Defense match, AVG-38 
dependent students, AVG-39, AVG-49 
dislocated workers and, AVG-38 
education savings and asset protection allowances 
(table), AVG-59 
employment expense allowances, AVG—40, 
AVG-44, AVG-46 
general information, AVG-37 
income protection allowances, AVG-40, AVG-42, 
AVG-43, AVG-46 
income protection allowances (table), AVG-58, 
AVG-74 


independent students with dependents other than 
a spouse, AVG-45, AVG-69 
independent students without dependents other 
than a spouse, AVG-43, AVG-61 
Iraq and Afghanistan Service Grants and, 3-144, 
AVG-38 
official EFC, 5-40 
parents’ income and, AVG-40 
for periods other than 9 months, 3-151 
professional judgment and, AVG-119 
recalculations, 3-67 
replacing with loan funds, 3-150 
SAR/ISIR with different EFC calculation, 3-68 
simplified formula, AVG-37 
simplified needs test, AVG-17 
simplified worksheets, AVG-53, AVG-63, AVG-71 
Social Security tax allowances, AVG-40, AVG-42, 
AVG-43, AVG-45 
Social Security tax allowances (table), AVG-58, 
AVG-66, AVG-74 
state tax allowances, AVG-40, AVG-42, AVG-43, 
AVG-45, AVG-57 
state tax allowances (table), AVG-—60, AVG-65, 
AVG-73 
student’s contribution from income, AVG-41 
students’ income and, AVG-41 
substituting TEACH Grant funds for, 3-147 
substituting unsubsidized loans for, 3-147 
U.S. income tax paid and, AVG-40, AVG-42, 
AVG-43, AVG-45 
worksheets, AVG-39, AVG-49 
zero EFC, 1-83, 3-45 
Expenses. See Cost of attendance; Fees; Tuition 
Experimental Sites Initiative, 2-13 
Externships, 2-29 
eZ-Audit, 2-65, 2-97 


F 
FAA Access to CPS Online, 5-6, AVG-5, AVG-7, 
AVG-8, AVG-35, AVG-79, AVG-88, AVG-92, 
AVG-94, AVG-119. See also Central Processing 
System 
FAFSA. See Free Application for Federal Student Aid 
FAFSA on the Web 
adding schools, AVG-93 
address changes, AVG-93 
corrections and updates, AVG-93 
corrections to SARs and ISIRs, AVG-8 
deadlines, AVG-9 
demo for, AVG-7 
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description, AVG-5 
inability to provide parent data, AVG-28 
preparer’s ID and signature, AVG-34 
processing the application, AVG-7 
pseudo-SSNs for Freely Associated States residents, 
1-73 
renewals of the FAFSA, AVG-35 
school information, AVG-33 
signature requirements, AVG-5, AVG-35 
submitting application updates, AVG-92 
website, AVG-92 
worksheet for, AVG-5 
FAFSA to SAR/ISIR (graphic), AVG-7 
FAFSA4caster, AVG-6 
Failing grades, 5-47, 5-56, 5-70 
Fair Labor Standards Act, 6-43 
Family and Medical Leave Act, 6-151 
“Family” definition, 2-40 
Family Educational Rights and Privacy Act, 2-109, 
2-149, 2-152, 2-153 
Family farms, FAFSA and, AVG-17 
Family literacy projects, Federal Work-Study 
Programs and, 6-65 
Family members, transfers to, 2-93 
Family Policy Compliance Office, website, 2-152 
Family services agencies, cancellation of loans made 
to employees of, 6-159 
Family unity status, citizenship and, 1-36 
Farms 
business/farm net worth adjustment, EFC and 
(table), AVG-58, AVG-66, AVG-74 
FAFSA and, AVG-17 
FAS. See Freely Associated States 
Federal Capital Contribution, 4-8, 6-11 
Federal Direct Loan Program. See Direct Loan 
Program 
Federal Emergency Management Agency, AVG-125 
Federal Family Education Loans 
delinquent/defaulted borrowers, 2-53 
inadvertent overpayments, 4-90 
records requirements, 2-146 
return of aid and, 4-110, 5-27, 5-99 
Federal Pell Grant Program. See Pell Grants 
Federal Perkins Loan Assignment and Liquidation 
Guide, 6-122 
Federal Perkins Loan Program. See Perkins Loans 
Federal Perkins Loan Program Extension Act of 
2015, 6-91 
Federal Register, 4-60, AVG-78, AVG-94, AVG-95 


Federal Student Aid 
accounting systems, 4-153 
assessing schools’ compliance with, 2-38 
credit balances, 4-48, 4-54 
crimes involving FSA program funds, 2-42 
disbursements, 4-21 
downward adjustment of disbursements, 4-104 
downward adjustment of disbursements and, 5-99 
escheating prohibition, 4-20 
financial aid warning, 1-13, 1-15, 1-16 
free delivery of, 4-50 
garnishment prohibition, 4-20 
handling crossover periods (chart), 3-152 
holding credit balances, 4-54 
household rules, AVG-29 
institutional eligibility, 2-5 
institutional reporting and disclosure 
requirements, F—I 
institutional versus noninstitutional charges, 4-27 
involuntary withdrawal from participation in, 
2-164 
late disbursements, 4-40 
packaging aid, 3-141 
policy questions, 1-2 
prior-year charges and, 3-151, 4-34 
privacy of loan data, 4-21 
prohibition on use of funds, 2-140, 2-141 
records for recipients of, 2-144 
requesting and managing funds, 4-3 
Research and Customer Care Center, AVG-8 
returning funds, 4-104 
schools publications, 2-1, AVG-1 
separate accounts for, 4-14, 5-98 
signature requirements (chart), AVG-36 
students who turn out to be ineligible, 2-38 
suspension of participation, 2-163 
telephone number, 2-51, AVG-9 
termination of participation, 2-163 
website, 1-1, 2-1, 3-1 
Federal Student Aid Information Center, phone 
number, 1-70, 5-120, AVG-5, AVG-93 
Federal Supplemental Educational Opportunity 
Grants 
administrative cost allowance and, 4-18 
award amounts, 3-134 
awarding, 3-134 
carry forward/carry back and, 6-15 
categories of students, 3-135 
completion requirements, 3-21 
crossover periods and, 3-135, 3-152 
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disbursements, 3-20, 3-25, 3-26, 3-135, 4-21, 
6-37 

eligibility, 1-89 

federal share and, 6-19 

FISAP requirements, 6-35 

Freely Associated States and, 1-46 

incarcerated students and, 1-21 

interim disbursements, AVG-91 

internal controls, 6-37 

leaves of absence and, 5-10 

lifetime eligibility used, 3-134, 3-146 

maximum awards, 3-134 

mini-sessions and, 6-54 

nonfederal share, 6-19, 6-21 

overawards, 4-77 

overpayments, 4-82, 4-93, AVG-91 

overview, 6-3 

Program Participation Agreements, 6-6 

projecting need, 6-26 

recipient selection criteria, 3-134 

reconciliation requirements, 4-125 

records and recordkeeping requirements, 6-30 

return of aid, 4-53 

Return of Title IV Aid and, 5-27, 5-100 

school actions when grant disbursed to an 
ineligible student, 4-88 

selecting prohibitions, 3-134 

transfer of funds to Federal Work-Study Programs, 
6-14 

undergraduate student definition, AVG-13 

uneven costs and, 3-133 


Federal Trade Commission 


identity theft “red flags rule” definition, 6-94 
information security and, 2-154, 2-156 


Federal Work-Study Programs. See also Campus- 


Based awards 
administrative cost allowance and, 4-18, 6-24 
allocated funds use, 6-39, 6-57 
apprenticeships, 6-71, 6-87 
authorizations and, 6-51 
awarding, 3-138 
calculating gross earnings, 3-137 
carry forward/carry back and, 6-15 
civics teaching projects and, 6-59 
community service jobs, 6-57, 6-85 
credit balances and, 6-82 
crediting student accounts, 6-52, 6-82 
crossover periods and, 3-152, 4-45 
disaster-affected students, 6-44 
disbursements, 4-26, 4-38, 4-45 


earnings for the next period of enrollment and, 
3-138, 6-53 

eligibility, 1-88 

emergency response teaching projects and, 6-59 

employment conditions and limitations, 6-42 

employment in a foreign country and, 6-66 

establishing community service jobs, 6-64 

FAFSA and, AVG-14, AVG-20 

family literacy projects, 6-65 

federal share, 6-17, 6-73 

federal share limitation, 6-40 

FICA tax exemption and, 3-137, 6-50 

FISAP requirements, 6-35 

Freely Associated States and, 1-46 

garnishment prohibition, 6-55 

general information, 1-88 

holding funds on behalf of the student, 4-45, 6-52 

incarcerated students and, 1-21 

indirect services, 6-60 

interim disbursements, AVG-91 

internal controls, 6-56 

job descriptions, 6-45 

job-related costs and, 3-138 

jobs and employers, 6-39 

minimum wage and, 6-43 

minisessions and, 3-138 

need assessment for community service programs, 
6-85 

net earnings and, 3-138 

90/10 revenue test and, 6-7 

nonattendance and, 6-54 

noncash contributions, 4-45, 6-50 

nonfederal share, 6-19, 6-21, 6-40 

off-campus agreements, 6-70, 6-72, 6-83 

off-campus work, 6-69 

overawards, 4-77 

overpayments, AVG-91 

overtime payments, 6-43 

overview, 6-3 

Pell lifetime eligibility used and, 3-132 

paying students, 6-50 

payroll vouchers, 6-49 

power of attorney and, 4-26 

private for-profit organizations and, 6-57 

Program Participation Agreements and, 6-5 

projecting need, 6-26 

proprietary schools and, 6-67 

reconciliation requirements, 4-125 

records and recordkeeping requirements, 2-146, 
6-30, 6-53 

Return of Title IV Aid and, 5-27, 5-96, 5-100 
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student services, 6-67 
study abroad programs and, 3-138 
teacher certification coursework and, 1-5, 1-87 
timesheets, 6-48 
training and travel payment, 6-55 
transfer of allocations to FSEOG or Perkins Loans, 
6-14 
tutors and, 6-40, 6-58, 6-59, 6-60, 6-74 
unequal disbursements and, 3-133 
unpaid wages, 4-20 
using net earnings when packaging aid, 3-144 
Work Colleges Program, 6-57 
FEDWIRE 
enrolling, 4-6 
processing time, 4—7 
reenrolling, 4-6 
Fees. See also Cost of attendance; Tuition 
administrative, 5-96 
finance charges, 3-37 
loan fees, 3-35 
as noninstitutional charges, 5-15 
overtime charges, 3-37, 4-27 
recalculations and, 3-68 
FEMA. See Federal Emergency Management Agency 
FERPA. See Family Educational Rights and Privacy 
Act 
FFEL. See Federal Family Education Loans 
FICA taxes, FWS exception, 3-137, 6-50 
Fiduciary responsibility 
reconciliation and, 4-113 
requesting and managing FSA funds, 4-19 
50% requirement, disbursements and, 3-53 
Final Audit Determination Letter, 4-102, 4-103 
Final Program Review Determination, 2-160, 4-102, 
4-103 
Financial accounts 
cobranding, 4-70 
definition, 4-61 
Financial aid. See also specific programs 
consumer information requirements, 2-109 
history of, 1-55, 2-53, 3-62 
warnings about satisfactory academic progress, 
1-13, 1-15, 1-16 
Financial aid administrators. See also FAA Access to 
CPS Online 
dependency overrides, AVG-121 
professional judgment, AVG-38, AVG-119 
Financial aid offices 
administrative capability, 2-37 
administrative requirements, 2-37 
checks and balances system and, 2-40 


conflicting information, 2-37 
coordinating officials, 2-38, 2-39 
death of a student and, 2-38 
“family” definition, 2-40 
fraud referrals to OIG, 2-38 
FSA Assessments, 2-37 
loan counseling and, 2-40 
possible sources of discrepancies with business 
office records, 4-130 
separation of function and, 2-40 
staffing issues, 2-40 
Financial aid probation, 1-13, 1-16 
Financial Aid Shopping Sheet, 2-114 
Financial aid warnings, 1-13, 1-15, 1-16 
Financial institution 
definition, 4-61 
Financial literacy programs, 2-134 
Financial management systems, 4-199 
Financial need, calculation for, 3-141 
Financial responsibility standards 
affiliation standards, 2-78 
alternatives to the general standards, 2-76 
changes in ownership and, 2-71 
composite score, 2-71, 2-75 
current in debt payments, 2-73 
demonstrating financial responsibility, 2-70 
deposit to operating account or separate federal 
bank account, 2-72 
exclusions, 2-74 
letter of credit alternatives, 2-76 
letters of credit, 2-72, 2-76 
past performance, 2-78 
private nonprofit institutions, 2-70 
proprietary institutions of higher education, 2-70 
provisional certification, 2-77 
public schools and, 2-70 
refund reserve, 2-71 
return of funds in a timely manner, 2-71 
tuition recovery funds, 2-71 
zone alternative, 2-76 
Financial Services Act, 2-154 
Financial statements 
accrual basis of accounting and, 2-63 
audits of, 2-59, 2-60, 2-63 
90/10 revenue test, 2-65 
Fines. See Penalties 
Fire log, 2-122 
Fire safety, 2-119 
Firefighters, cancellation of loans and, 6-157 
FISAP. See The Fiscal Operations Report and 
Application to Participate 
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FISAP on the Web, 6-7 
Fiscal Management Assessment, 4-46 
‘The Fiscal Operations Report and Application to 
Participate, 2-144, 2-147, 4-12, 4-106, 4-124, 
5-100, 6-7, 6-33, 6-78 
Fiscal records, 2-144 
Fiscal-year tax returns, AVG-18 
Flexible spending arrangements, FAFSA and, 
AVG-23 
Flight school programs, eligibility of, 2-26 
FMLA. See Family and Medical Leave Act 
FOIA. See Freedom of Information Act 
Food Stamps. See Supplemental Nutrition Assistance 
Program 
For-profit institutions/organizations, 6-57, 6-70, 
6-72 
Forbearance, Perkins Loans and, 6-140 
Foreign countries, tax returns from, AVG-15, 
AVG-16, AVG-83 
Foreign diploma, 1-8 
Foreign gifts, 2-138 
Foreign schools. See also Study abroad programs 
acting on behalf of other foreign schools, 2-29 
checking foreign diplomas and cost of attendance, 
3-35 
correspondence study and, 2-30 
depository accounts, 4-14 
Direct Loan Program eligibility, 2-7 
distance education and, 2-30 
E-App reporting and, 2-102 
increased Direct Unsubsidized Loan amounts, 
3-96 
ineligible courses, 2-30 
ownership changes and, 2-102 
validity of credentials of, 1-8 
Foreign sources, 2-138 
Forms 
CBP Form I-94: Arrival/Departure Records, 1-30, 
1-51 
DS-1350: Certification of Report of Birth, 1-27 
Form I-94A: Departure Records, 1-30, 1-51, 1-54 
FS-240: Consular Reports of Birth Abroad, 1-27 
FS-545: Certificate of birth issued by a foreign 
service post, 1-27 
G-845, 1-30, 1-35, 1-37, 1-43 
Gainful Employment Disclosure Template, 2-116 
IRS, E-1 
self-certification for private education loans, 2-134 
1040, AVG-14, AVG-16, AVG-37, AVG-81 
1065, AVG-14 
1040A, AVG-15, AVG-16, AVG-37, AVG-81 


1040EZ, AVG-14, AVG-15, AVG-16, AVG-37, 
AVG-81 
W-2, AVG-15, AVG-21, AVG-22, AVG-83 
Formulas 
clock-hour/credit-hour conversions, 2-31, 2-36 
expected family contribution, AVG-39, AVG-43, 
AVG-45, AVG-49, AVG-61, AVG-69 
formula summaries, 3-75 
Iraq and Afghanistan Service Grant calculation, 
3-49 
Pell Grant calculation, 3-49, 3-71, 3-72 
TEACH Grants, 3-82, 3-84 
45-day period, for repayment of overpayments, 
5-103 
Foster children 
dependency status and, AVG-25 
documentation of, AVG-26 
FAFSA and, AVG-21, AVG-23 
in household size, AVG-33 
kinship foster care, AVG-33 
Foster parents, FAFSA and, AVG-27 
FOTW. See FAFSA on the Web 
14-day deadline, credit balances and, 4-48 
FPRD. See Final Program Review Determination 
Fraud 
commonly falsified items, 2-38 
overborrowing, 4-89 
referral of cases to OIG, 2-38, AVG-124 
Free Application for Federal Student Aid. See also 
FAFSA on the Web 
adding schools, AVG-93 
address changes and, AVG-93 
Alien Registration Numbers, 1-25, 1-28, 1-35, 
1-38 
American Opportunity tax credit and, AVG-20 
application process, AVG-5 
armed service members and, AVG-14, AVG-20, 
AVG-25, AVG-26 
assets and, AVG-14, AVG-19 
cash support and, AVG-22 
changes for 2016-2017, AVG-1 
changes to information, AVG-91 
child support and, AVG-20, AVG-21, AVG-27, 
AVG-88 
citizenship status and, AVG-12 
completing the FAFSA, AVG-11 
conflicting information, AVG-123 
copies of signed documents, AVG-33 
correcting errors on, AVG-8, AVG-90, AVG-92 
data entry errors, 1-70 
data release numbers, AVG-6 
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deadlines, AVG-9, AVG-93 

dependency overrides, AVG-121 

dependency status and, AVG-23 

disability payments and, AVG-22 

dislocated workers and, AVG-30, AVG-32 

“don't know” response, AVG-30 

drug convictions and, AVG-12 

e-mail addresses for students, AVG-12 

electronic filing, AVG-5, AVG-9, AVG-35 

eligible postbaccalaureate programs and, 1-82 

employer reimbursements and stipends and, 
AVG-20 

enrollment status and, AVG-13 

estimated financial assistance and, 3-143, AVG-14 

expected family contribution, AVG-17, AVG-37 

FAFSA4caster, AVG-6 

family farms and, AVG-17 

filers under the age of 13, AVG-6 

filling out, AVG-11 

first bachelor’s degree requirement, AVG-14 

FSA ID, AVG-6 

grade level on, 1-83, AVG-14 

graduate students and, AVG-13, AVG-24 

health savings accounts and, AVG-21 

high school completion status, 1-6, AVG-13, 
AVG-88 

high school name and location and, AVG-13 

homeless youth and, AVG-11, AVG-24, AVG-28, 
AVG-122 

household size and, AVG-28, AVG-87 

in-kind support, AVG-23 

inability to provide parent data, AVG-122 

income and, AVG-14 

independent students and, AVG-21, AVG-23, 
AVG-32 

Institutional Student Information Records and, 
AVG-7 

institutional verification document, AVG-97 

interest in Work-Study Programs and, AVG-14 

IRS 1040 forms and, AVG-14 

Lifetime Learning tax credit and, AVG-20 

mailing addresses for students, AVG-11 

marital status and, AVG-12, AVG-16 

means-tested federal benefits and, AVG-29 

misreported information on, 1-57 

number of children enrolled in college and, 
AVG-29, AVG-33, AVG-87, AVG-90 

output documents, AVG-7 

paper version, AVG-6, AVG-7, AVG-9, AVG-11 

parents’ education level and, AVG-13 

parents’ information, AVG-28 


phone number for applications, AVG-6 

preparer’s ID and signature, AVG-34 

processing, AVG-—7 

processor errors, AVG-93 

professional degree programs and, AVG-13, 
AVG-24 

professional judgment changes, AVG-119 

qualified education benefits and, AVG-18 

referral of fraud cases, AVG-124 

rejection of application, AVG-8 

renewal of, AVG-6, AVG-7 

residency issues, AVG-12 

retirement plans and, AVG-17, AVG-21 

school information, AVG-33 

Selective Service System registration and, 1-75 

signature requirements, AVG-5, AVG-34 

simplified needs test, AVG-17 

small businesses, family-owned and controlled 
and, AVG-17 

Social Security Numbers and, 1-69, AVG-12, 
AVG-28 

student aid and, AVG-22 


Student Aid Reports and, AVG-7, AVG-91, AVG-92 


student information, AVG-11 
students whose parents have ended financial 
support and refuse to file a FAFSA, 3-92 
students without parent support, AVG-121 
take-back mortgages and, AVG-18 
taxable income offsets, AVG-20 
TEACH Grants and, 1-89 
trust funds and, AVG-19 
types of applications, AVG-5 
undergraduate student definition, AVG-13 
untaxed income and, AVG-21 
updating information, AVG-90 
veterans and, AVG-22, AVG-24, AVG-25, 
AVG-26 
welfare benefits and, AVG-23 
whole life insurance and, AVG-17 
zero income and, AVG-16 
Freedom of Information Act, 1-48 
Freely Associated States. See also Marshall Islands, 


Republic of the; Micronesia, Federated States of; 


Palau, Republic of 
citizenship issues, 1-25, 1-46 
FAFSA renewal and, AVG-7 
pseudo-Social Security Numbers, 1-46, 1-73 
Selective Service System registration and, 1-76 
Social Security Numbers and, AVG-12 
tax data, AVG-83 
FSA. See Federal Student Aid 
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FSA Assessments, 2—5, 2-37, 2-91, 2-110, 2-143, 
2-157, 3-88, 3-134, 3-153, 4-3, 4-22, 5-3, D-1 

FSA Coach, 1-2 

FSA ID, AVG-6 

FSAIC. See Federal Student Aid Information Center 

FSEOGs. See Federal Supplemental Educational 
Opportunity Grants 

FTC. See Federal Trade Commission 

Full-time students, 1-17, 2-25, 3-43, 3-46, 3-82 

Funds, return of. See Return of aid 

FWS. See Federal Work-Study Programs 


G 
G-845 forms, 1-29, 1-30, 1-35, 1-37 
G5 system 
accessing, 4-4, 4-5 
ACH, 4-5 


advance payment method and, 4-8 
delayed, denied, or reduced payment requests, 4-9 
drawing down funds, 6-27 
FEDWIRE, 4-6 
Help Desk phone number, 4-4, 4-108 
hotline, 4-6, 4-105, 6-27 
obtaining a user ID and password, 4-7 
overview of, 4-4 
projecting cash needs, 4-8 
recording payments, 4-9 
remitting interest, 4-15 
return of aid and, 4-101, 4-108, 6-127 
setting up bank information, 4-5 
timing issues, 4-9, 6-26 
transfer of Campus-Based funds and, 6-14 
two-factor authentication, 4-7 
using the user ID and password, 4-7 
website, 4-4, 4-5, 4-7, 4-105, 4-108, 6-27 
G5 Users Guide, 2-63 
GAAP. See Generally Accepted Accounting Principles 
GAGAS. See Generally Accepted Government 
Auditing Standards 
Gainful employment programs 
calculating the on-time graduation rate, 2-117 
certification requirements, 2-21 
debt-to-earnings rates, 2-84 
definition, 2-103 
direct distribution to prospective students, 2-117 
disclosure requirements, 2-115 
disseminating information about, 2-116 
eligible programs, 2-20 
embedded programs, 2-20 
foreign schools and, 2-21 


Gainful Employment Disclosure Template, 2-115 
guidance on, 2-20 
median loan debt, 2-116 
non-profit institutions, 2-20 
placement rates, 2-116 
Program Participation Agreements, 2-21 
promotional materials, 2-117 
requirements for, 2-20 
transitional certification programs, 2-21 
warnings about, 2-16, 2-117 
website, 2-85 
Gaining Early Awareness and Readiness for 
Undergraduate Programs, 4-14 
Garnishment, prohibition against, 4-20, 6-55 
GEAR UP. See Gaining Early Awareness and 
Readiness for Undergraduate Programs 
GED. See General Educational Development 
certificates 
Gender, Selective Service System registration and, 1-75 
General Educational Development certificates. See 
also Secondary schools 
FAFSA and, AVG-13, AVG-88 
recognition of, 1-8 
General Services Administration, 2-41 
Generally Accepted Accounting Principles, 2-60, 
2-63, 2-69, 2-97, 4-153 
Generally Accepted Government Auditing Standards, 
2-60, 2-69, 2-97 
Get Transcript Online, AVG-82 
Gifts 
conditional, 2-138 
definition, 2-138 
foreign, 2-138 
restricted, 2-138 
GLB. See Gramm-Leach-Bliley Act 
Glossary, A-1 
Government agencies. See also specific agencies 
disclosures to, 2-151 
GPA. See Grade point average 
Grace periods 
calculating, 6-130 
contacting borrowers during, 6-132, 6-176 
deferments and, 5-29 
forbearance and, 5-14 
initial, 6-129, 6-131 
leaves of absence and, 6-130 
less-than-half-time students and, 6-130, 6-132 
Perkins Loans and, 6-129 
post-deferment, 6-129 
pre-collection activities, 6-133 
prepayments, 6-133 
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reservists on active duty and, 6-131 
Grade level 
annual loan amount and, 3-112 
Direct Loan Program and, 3-111, 3-117 
FAFSA and, 1-83, AVG-14 
Pell Grants and, 1-83 
remedial coursework and, 3-111 
transfer students and, 3-112 
Grade point average 
satisfactory academic progress and, 1-13 
schools without a traditional GPA, 1-91 
TEACH Grants and, 1-89, 1-90 
Grades 
“C” average required after 2 years, 2-54 
failure to earn a passing grade in any class, 5-56 
incomplete, 3-30, 5-13 
last date of attendance for students who receive all 
“F” grades, 5-47 
satisfactory academic progress and, 1-13, 2-54 
for test-based credits, 1-14 
testing the use of a grading policy, 5-56 
Grading policies, testing the use of, 5-56 
Graduate fellowship, deferments and, 6-144 
Graduate students/study 
consumer information about, 2-115 
Direct Loan Program and, 3-93 
FAFSA and, AVG-13, AVG-24 
Pell Grants and, 1-81, 1-82 
Perkins Loans and, 3-136 
PLUS Loans and, 3-93, 3-95, 3-144, 3-149 
returning to undergraduate program, 3-106 
Graduation rates 
calculation of, 2-114 
College Navigator website, 2-114 
exception to providing rates for athletes, 2-128 
reporting through IPEDS, 2-114 
student athletes, 2-127 
waiver of data calculation, 2-127 
Gramm-Leach-Bliley Act, 4-24, 4-62, 4-67 
Grant award numbers 
definition, 4-5 
prefixes to, 4-6 
Grantees, definition, 4-4 
Grants. See also specific types of grants 
disbursements of, 5-88 
FAFSA and, AVG-20 
packaging aid and, 3-145 
post-withdrawal disbursement of, 5-89 
Return of Title IV Aid, 5-102 
Green cards, 1-30 
GSA. See General Services Administration 


Guam, AVG-15, AVG-37 
Guarantors 
loan information from, 2-53 
sharing information with, 2-51 
Guide for Developing High-Quality Emergency 
Operations Plans for Institutions of Higher 
Education, 2-150 


H 
Haitian entrants, 1-32, 1-40 
Half-time students, 1-17, 3-43, 3-82 
Handbook for Campus Safety and Security Reporting, 
2-122, 2-123 
Hardship, Perkins Loans and, 6-140, 6-145, 6-146 
Hate crime 
definition, 2-121 
HCM. See Heightened cash management method 
HEA. See Higher Education Act 
HEAL Program. See Health Education Assistance 
Loan Program 
Health Education Assistance Loan Program 
Department of Education processing and 
consolidation, 3-96 
foreign schools eligibility, 3-96 
phaseout of, 3-96 
replacement loans funds for, 3-96 
Health Insurance Portability and Accountability Act, 
2-153 
Health professions students 
increased Direct Unsubsidized Loan eligibility for, 
3-95 
programs eligible for unsubsidized loans, 3-97 
Health savings accounts, AVG-21 
Heating/fuel assistance, FAFSA and, AVG-23 
Heightened cash management method, 4-11, 4-13, 
4-54, 4-55 
HERA. See Higher Education Reconciliation Act 
HEROES Act. See Higher Education Relief 
Opportunities for Students Act 
HHS. See U.S. Department of Health and Human 
Services 
High school completion status, 1-6, AVG-13, 
AVG-88, AVG-113 
High School Equivalency Test, 1-8, 2-10, AVG-13, 
AVG-88 
Higher Education Act, 1-13, 2-10, 2-64, 2-65, 
2-138, 2-160, 3-36, 3-156, 4-153, 5-43, G-1 
table of contents, G-1 
Higher Education Reconciliation Act, 3-34 
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Higher Education Relief Opportunities for Students 
Act, AVG-79 
HIPAA. See Health Insurance Portability and 
Accountability Act 
HiSET. See High School Equivalency Test 
Historically Black Colleges and Universities, applying 
for waivers, 6-23 
Home schools, written arrangements and, 2-26 
Home study. See Correspondence courses; Distance 
education 
Homeless youth 
FAFSA and, AVG-11, AVG-24, AVG-28, 
AVG-122, AVG-125 
mailing address for, AVG-11 
Homeschooled students, 1-9, 1-90, 2-11 
Host schools, written arrangements and, 2-26 
Household resources group, AVG-79, AVG-91 
Household size 
FAFSA and, AVG-28, AVG-32 
updating, AVG-90 
verification of, AVG-87, AVG-107 
Housing 
allowances, FAFSA and, AVG-21 
homeless youth and, AVG-125 
on-base housing for service members, 3-36, 
AVG-23 
on-campus student housing facilities, 2-121 
rent subsidies for low-income housing, AVG-23 
third party records, 2-152 
Housing records, 2-152 
HSAs. See Health savings accounts 
Human services corps programs, Federal Work-Study 
Programs, 6-62 
Human trafficking victims, 1-33 


I 

I-94 arrival-departure record, 1-30, 1-51, 1-54 
IASG. See Iraq and Afghanistan Service Grants 
IDEA. See Individuals with Disabilities Education Act 
Identification, photo, AVG-89, AVG-114 
Identity theft, AVG-84 
Identity theft red flags, 6-94 
IFAP. See Information for Financial Aid Professionals 
Immigrants. See also Refugees 

application verification and, AVG-86 

battered immigrants, 1-33 

documenting immigration status in later award 

years, 1-47 
photocopying immigration documents, 1-31 


secondary confirmation of status, 1-29, 1-30, 
1-35, 1-37 
Selective Service System registration and, 1-76 
Immigration and Nationality Act, 1-35, 1-40 
Immigration Reform and Control Act, 1-36 
In-kind income, AVG-23 
INA. See Immigration and Nationality Act 
Inadvertent overpayments, 5-39, 5-42 
Incarcerated students 
correspondence courses/study and, 2-80 
cost of attendance and, 1-82, 3-36 
definition, 2-80 
eligibility for aid, 1-21 
FAFSA and, AVG-11 
limitations, 2-79, 2-80 
mailing address for, AVG-11 
Pell Grants and, 1-82 
Selective Service System registration and, 1-76 
Incentive compensation 
activities covered by the prohibition on (table), 
2-47 
definitions, 2-46 
definitions (table), 2-49 
in the law and regulations, 2-46 
prohibition against, 2-46 
two-part test to evaluate if a payment is incentive 
compensation, 2-47 
types of payments covered by prohibition (table), 
2-48 
Income. See also Adjusted available income; Adjusted 
gross income; Expected family contribution 
combat pay, AVG-14, AVG-20 
FAFSA and, AVG-14 
in-kind, AVG-23 
of parents, EFC and, AVG-40 
prior-prior year data, AVG-14, AVG-15 
Puerto Rico tax exemption, AVG-22 
of students, EFC and, AVG-41, AVG-45 
untaxed, AVG-21, AVG-86 
zero income, AVG-16 
Income protection allowances 
EFC and, AVG-40, AVG-42, AVG-43, AVG-46, 
AVG-120 
EFC and (table), AVG-58, AVG-74 
low income individual determination (table), 6-139 
Income taxes. See Internal Revenue Service; Tax data; 
Tax returns 
Income Verification Express Service, AVG-82 
Incomplete grades 
leaves of absence and, 5-13 
retaking coursework and, 3-30 
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Independent students. See also Dependency status 
Campus-Based awards and, 3-133 
criteria for, AVG-23 
with dependents other than a spouse, EFC and, 
AVG-45, AVG-69 
Direct Loan Program and, 3-92 
EFC simplified formula and, AVG-37 
FAFSA and, AVG-21, AVG-32 
PLUS Loans and, 3-92 
without dependents other than a spouse, EFC and, 
AVG-43, AVG-61 
zero EFC and, AVG-38 
Independent study, direct assessment programs and, 
2-25 
Indian tribe schools, institutional eligibility and, 2-8 
Individual retirement accounts. See also Roth IRAs 
FAFSA and, AVG-21 
Individual taxpayer identification number, AVG-86 
Individuals with Disabilities Education Act, 1-5 
Infancy, defense of, loan defaults and, 1-62 
Information for Financial Aid Professionals 
conflicting information policies, AVG-123 
deadline date notices, AVG-9 
electronic announcements, 2-51 
Enrollment Reporting Guide, 2-51 
gainful employment information, 2-116 
Perkins liquidation and assignment information, 
6-199 
Social Security Number changes and, 1-70 
subsidized loan eligibility time limitation, 150% 
rule, 3-123 
summary of changes for FAFSA applications, 
AVG-8 
website, 1-1, 3-1, 5-6, 6-122, AVG-8 
Information security 
E-Sign Act and, 2-153 
establishing and maintaining a program for, 2-154 
Federal Trade Commission standards, 2-156 
reporting security breaches, 2-155 
requirements, 4-24 
two-factor authentication requirement, 4-7 
Inspector General, Office of the 
Audit Guide, 2-59, 2-60, 2-63 
hotline, 4-89 
referral of fraud cases to, 2-38, AVG-124 
referring information to, 2-45 
website, 1-27, AVG-124 
Institution-affiliated organizations, 2-134, 2-137 
Institutional charges 
books vouchers and, 5-18 


determining school’s responsibility for return, 
3-15 

equipment returns and, 5-17 

fees and, 5-15 

noninstitutional charges and, 4-27, 5-17 

paying, 4-32 

principles associated with, 4-28, 5-17 

proration of, 4-29, 5-16 

real and reasonable opportunity and, 5-18 

Return of Title IV Aid and, 5-18, 5-95 

school charges versus non-school charges, 5-18 

waivers and, 5-16, 5-97 

Institutional eligibility 

accreditation and, 2-9 

additional locations, 2-99 

admissions standards and, 2-10 

bankruptcy and, 2-12 

basic criteria, 2-7 

basic requirements, 2-5 

branch campuses, 2-12 

changes for 2016-2017, 2-1 

cohort default rates and, 2-81 

college diploma mills, 1-7 

compliance factors, 2-5 

conditions of ineligibility, 2-79 

control of the institution, 2-5 

correspondence courses and, 2-29 

crimes involving FSA programs and, 2-12 

debt-to-earnings rates for gainful employment 
programs, 2-84 

definitions, 2-6 

distance education and, 2-29 

employment of individuals who have misused 
government funds and, 2-12 

Experimental Sites Initiative, 2-13 

how different types of schools meet state 
authorization requirements (chart), 2-8 

Indian tribe schools, 2-8 

legal authorization by a state, 2-7 

limitations, 2-12, 2-79 

loss of, 2-13, 2-65, 2-165 

nonparticipating schools and, 2-13, 2-91 

preparatory programs for students without a high 
school diploma or equivalent, 2-11 

program eligibility and, 2-17 

Program Participation Agreement and, 2-14 

records and recordkeeping requirements, 2-143 

religious institutions, 2-7 

TEACH Grants and, 2-13 

two-year rule for new proprietary or vocational 
schools, 2-6, 2-11, 2-107 
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type and control of eligible institutions (chart), 2-6 
types of eligible institutions, 2-5 
withdrawal rates and, 2-14 
Institutional Student Information Records. See also 
Records and recordkeeping 
Analysis Tool, AVG-96 
citizenship matches with the SSA and, 1-25 
conflicting information, AVG-123 
corrections to, AVG-8, AVG-93 
disqualifying comment codes, 4-81 
EFC different from the one used in the original 
calculation, 3-68 
FAFSA and, AVG-7 
marital and tax filing status, AVG-124 
NSLDS financial aid history and, 1-56 
process dates, 4-40 
records and recordkeeping requirements, 2-148, 
6-29 
resolving discrepancies in information, 2-37 
school information, AVG-33 
valid information on, AVG-9 
Institutions of higher education 
definition, 2-6, 6-66 
eligible institutions, 2-5, 2-6 
gainful employment programs, 2-103, 2-104 
matching federal funds, 6-17 
overpayments, school responsibility for, 4-82 
reporting and disclosure requirements, F-1 
Return of Title IV Aid responsibilities, 5-96, 5-98 
Insurance. See Life insurance 
Integrated Postsecondary Education Data System 
College Navigator, 2-114 
reporting graduation, completion, and transfer-out 
rates through, 2-114 
website, 2-114 
Intellectual disabilities. See Students with disabilities 
Interest 
accrual of, 6-135 
extension of loan repayment period and, 6-139 
forbearance period and, 6-140 
older Perkins Loans and NDSLs, 6-135 
remitting, 4-15 
returning excess, 4-101 
tax-exempt income from, AVG-21 
on trust funds, AVG-19 
Interest-bearing bank accounts, 4-15 
Interim disbursements, 3-26, 4-36, AVG-91 
Internal Revenue Service. See also Tax data; Tax 
returns 
Data Retrieval Tool, AVG-15, AVG-36, AVG-81, 
AVG-84 


forms, E-1 
Get Transcript Online feature, AVG-82 
household rules, AVG-29 
identity theft victims, AVG-84 
Income Verification Express Service, AVG-82 
Publication 17, Your Federal Income Tax, 
AVG-123 
skip-tracing program, 6-179 
unavailability of W-2 form, AVG-83 
Verification of Nonfiling Letter, AVG-83 
website, AVG-82, AVG-123 
International Standard Book Number, 2-129 
Internet. See E-mail; Student Aid Internet Gateway; 
Websites 
Internships and residencies, 1-85, 2-29 
Intersessions 
cost of attendance, 3-36, 3-102 
Direct Loans and, 3-102 
Investment accounts, 4-15 
IPAs. See Income protection allowances 
IPEDS. See Integrated Postsecondary Education Data 
System 
IRA accounts, FAFSA and, AVG-21 
Iraq and Afghanistan Service Grants 
annual awards, 3-43 
awarding, 4-21 
calculating, 3-47 
clock-hour programs and, 3-56 
completion requirements, 3-56 
correspondence course calculations, 3-58 
credit-hour programs and, 3-47, 3-49, 3-56 
crossover periods and, 3-58 
deadlines, 5-8 
disbursements, 3-25, 4-12, 4-21, 4-40, 4-118, 
5-41 
EFC and, 3-45, AVG-38 
eligibility for, 3-45, 3-65 
enrollment status and, 3-47 
fractions and, 3-53 
leaves of absence and, 5-10 
lifetime eligibility used, 3-144 
multiple schools and, 4-83 
nonstandard terms, 3-46, 3-54, 3-55 
nonterm programs, 3-46, 3-56 
overawards, 4-74 
overpayments, 4-82, 4-93 
packaging aid, 3-144 
Pell Grant eligibility and, 1-83, 4-74 
return of aid, 4-53 
Return of Title IV Aid and, 5-27 
Scheduled Awards, 3-43 
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sequestration and, 3-43 
standard term program with less than 30 weeks in 
the fall through spring, 3-53 

standard terms, 3-46, 3-54 

students eligible for, AVG-38 

summer terms and, 3-58 

term-based programs, 3-53 

timely disbursement reporting, 3-25 

zero EFC, 3-45 
IRAs. See Individual retirement accounts 
IRS. See Internal Revenue Service 
ISBN. See International Standard Book Number 
ISIRs. See Institutional Student Information Records 
ITIN. See Individual taxpayer identification number 
IVES. See Income Verification Express Service 


J 

Jailed students. See Incarcerated students 

Jay Treaty, 1-35 

JLD Program. See Job Location and Development 
Program 

Job Corps Project, 6-155 

Job Location and Development Program, 4-113, 
6-17, 6-76, 6-90 

Joint tax returns, AVG-83, AVG-85 

Judgment, professional. See Professional judgment 

Judgments, loans with, 6-188 


K 
Keogh accounts, FAFSA and, AVG-21 
Kinship foster care, AVG-33 


L 
Land Buy-Back Program for Tribal Nations, AVG-20 
Late charges, Perkins Loans, 6-179 
Late disbursements, 4-40, 5-43, AVG-94 
Law enforcement officers, cancellation of loans and, 
6-160 
Lawful permanent residents, 1-30, 1-39 
Leaves of absence 
additional charges and, 5-14 
additional Title IV assistance and, 5-14 
approved, 5-10, 5-24 
completion of coursework upon return from, 5-12 
disbursements and, 4-35, 5-10 
early return from, 5-12 
failure to return from, 5-14 
full tuition credit and, 5-10 


grace periods and, 5-29 
incomplete grades and, 5-13 
maximum timeframe for, 5-10 
180 days in a 12-month period limitation, 5-14 
re-entry and, 5-29 
reasonable expectation of return and, 5-11 
unapproved, 5-15 
withdrawals and, 5-15 
written formal policy regarding, 5-11 
Legal guardians, FAFSA and, AVG-27, AVG-28 
Legalization program, 1-36 
Lenders 
code of conduct and, 2-137 
preferred lender lists, 2-135 
requirements for arrangements with private 
lenders, 3-142 
schools as private lenders, 2-134 
self-certification for private education loans, 2-134 
sharing student records with, 2-53 
use of institution and lender names, 2-138 
Less-than-half-time students, 3-34, 3-36, 3-82, 4-81 
Letters of credit, 2-72, 2-76 
LEU. See Lifetime eligibility used 
Level of expenditure, 6-92 
Librarians, cancellation of loans made to, 6-160 
Liens, eligibility for aid and, 1-55, 1-56, AVG-19 
Life insurance, FAFSA and, AVG-17 
Lifetime eligibility used, 1-83, 3-44, 3-65, 3-134, 
3-144, 3-146, 4-36 
Lifetime Learning tax credits, FAFSA and, AVG-20 
LIHEA. See Low-Income Home Energy Assistance Act 
Limitations 
federal share, 6-77 
imposed by the Department of Education, 2-79, 
2-163 
incarcerated students, 2-79, 2-80 
institutional eligibility and, 2-12, 2-79 
late disbursements and, 4-42, 4-44 
notifying U.S. Department of Education when 
limit is exceeded, 2-81 
schools subject to the two-year rule, 2-107 
students admitted without a high school diploma 
or equivalent, 2-80 
Liquidation period, 4-10 
List of Parties Excluded from Federal Procurement and 
Nonprocurement Programs, 2-42 
Litigation 
alternatives to, 6-185 
defaulted loans and, 6-186 
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Loan acceleration, defaulted loans and, 6-180 
Loan counseling, 2-40, 2-128, 3-83, 3-93, 4-36, 
6-104, 6-109 
Loan limits 
with additional Direct unsubsidized when parents 
are denied PLUS, 3-129 
annual loan limit progression, 3-98 
borrowers who graduate before losing subsidy, 
3-125 
Direct Loan Program, 3-91, 3-93, 3-98, 3-108, 
3-123 
Direct PLUS Loans, 3-95 
effect of change in student status, 3-128 
exceeding eligibility for aid and, 1-55 
maximum eligibility period, 3-123 
monitoring with an SAY or BBAY (table), 3-104 
PLUS Loans, 3-93, 3-113, 3-123 
for preparatory coursework students, 3-108, 3-124 
prorating for borrowers in remaining portions of 
term-based programs, 3-114 
regaining Title IV eligibility, 4-91 
remaining eligibility period, 3-124 
revised formula for calculating unsubsidized 
amounts, 3-128 
subsidized loan eligibility time limitation, 3-123 
subsidized usage periods, 3-124 
for teacher certification program students, 3-108, 
3-124 
transfer students and, 5-35 
work in a prior certificate program and, 3-112 
Loan periods 
abbreviated, 5-84 
Direct Loan Program, 3-88 
PLUS Loans, 3-88 
re-entry within 180 days and, 5-31 
reporting issues, 3-126 
reporting to COD, 3-88, 3-124 
when to update, 3-125 
Loan principles, transfer and re-entry at nonterm 
schools, 5-35 
Loan rehabilitation 
Perkins Loans and, 6-187 
repayment of the loan and, 1-65 
Loan Verification Certificate, 6-115 
Loans. See also Cancellation of loans; Lenders; specific 
loan programs 
affirmative confirmation of, 4-22 
disbursements of grants before loans, 5-88 
median loan debt, disclosing, 2-116 


notifications of, 4-21 
LOAs. See Leaves of absence 
Lobbying. See Anti-lobbying provisions 
Local governments. See also Government agencies; 
States 
Circular A-133: Audits of States, Local 
Governments, and Nonprofit Organizations, 
2-59, 2-63, 2-64 
Located in a state 
definition, 4-59 
Locations. See also Branch campuses 
adding, 2-100 
applying for approval of new locations, 2-100 
closures, 2-143, 2-166 
effects of closure of branch campuses or additional 
locations, 2-104 
eligibility of additional locations, 2-99 
examination of records, 2-148 
liability for disbursements if change of location is 
not approved, 2-100 
for program reviews, 2-158 
reporting new, 2-100 
teach-outs at closed school locations, 2-99 
Low-Income Home Energy Assistance Act, AVG—23 
Low-income housing, rent subsidies for, AVG-23 
Low-income schools 
loan cancellation for teachers at, 6-152 
selection of, 6-155 
Lower-tier transactions, 2-42 
LVC. See Loan Verification Certificate 


M 
Machine Readable Immigrant Visas, 1-30, 1-54 
Maintaining and accounting for FSA funds 
bank account notification requirements, 4-15 
interest-bearing accounts, 4-15 
investment accounts, 4-15 
Perkins Loan requirements, 4-16 
when a school does not maintain a separate 
account, 4-14 
Managing FSA funds. See Requesting and managing 
FSA funds 
Marital status 
FAFSA and, AVG-12, AVG-16, AVG-24 
tax filing status and, AVG-124 
Marriage Fraud Amendments, 1-31 
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Marshall Islands, Republic of the, 1-25, 1-46, 1-73, 
1-76, 2-7, AVG-7, AVG-12, AVG-83 
Master death file, 1-72 
Master Promissory Notes 
Direct Loan Program and, 3-87, 3-131 
electronic, 6-96 
electronic signatures and, 6-96 
Perkins assignment, 6-198 
Maximum eligibility period, 3-123 
McKinney-Vento Homeless Assistance Act, 
AVG-125 
Means-tested federal benefits, FAFSA and, AVG-29, 
AVG-33 
Median loan debt, 2-116 
Medical internships and residencies, 1-85 
Medical technicians, cancellation of loans and, 6-157 
MEP. See Maximum eligibility period 
Micronesia, Federated States of, 1-25, 1-46, 1-73, 
1-76, 2-7, AVG-7, AVG-12, AVG-83 
Military housing allowance, 3-36 
Military service academies, AVG-24, AVG-29 
Minimum wage, Federal Work-Study Programs and, 
6-43 
Minisessions, 3-60, 3-99, 3-138, 6-54 
Misleading statements, 2-139 
Misrepresentation, 2-136, 2-139, 2-162 
Missing persons procedures, 2-123 
Modules 
academic terms and, 3-8, 3-23 
assessment modules, 2-91, 2-143, 3-88, 3-134, 
AVG-79 
ceasing attendance between modules, 5-67 
census dates and, 5-49 
cost of attendance, 3-36 
determining if a program is offered in modules, 
5-62 
Direct Loans and, 3-102 
examples of programs, 5-62 
nonterm programs offered in, 5-5 
payment periods and, 5-62, 5-69 
transfer students and, 5-34 
withdrawals and, 5-23, 5-61, 5-67 
Mortgages, take-back, AVG-18 
Motor voter law. See National Voter Registration Act 
Moving Ahead for Progress in the 21st Century Act, 
1-85 
MPNs. See Master Promissory Notes 
MRIVs. See Machine Readable Immigrant Visas 


Multiple Reporting Record, 4-83 


N 
Name changes, citizenship eligibility and, 1-25 
National Center for Education Statistics, 1-7, 2-88, 
2-112, 2-114 
National Center for Homeless Education, AVG-125 
National Clearinghouse on Families and Youth, 
AVG-126 
Jational Collegiate Athletic Association, rules for 
athletic aid, 3-35, 3-145 
National credit bureaus, 6-184 
National Direct Student Loans, 6-3 
National Guard members. See Armed services 
National Payment Center, mailing address, 4-96, 
5-115 
National Postsecondary Education Cooperative, 
2-109 
National SMART Grants, 4-95 
National Student Loan Data System 
adding a school and, 1-56 
alerts, 1-62 
award recalculation reporting, 3-67 
bankruptcy and, 1-63 
change for undergraduate to graduate student 
progression, 1-58 
checking loan amounts, 3-128 
Customer Support Center, 1-57 
disability discharge and, 1-63 
disbursement timing, 1-62 
documenting credits earned when a school has 
closed, 1-60 
e-mail address, 5-110 
enrollment changes, 4-81 
Enrollment Reporting Process, 6-143 
Exceeds Loan Limits warning, 3-129 
financial aid history and, 1-55, 1-57, 1-61, 3-62, 
3-128 
guides for, 3-123 
help center, 3-123 
incorrect data, 1-56 
information sharing with, 2-51 
information source, 1-1 
judgment liens, 1-56 
loan reporting requirements, 3-125 
loan status codes (chart), 1-66 
matches, 1-56 
overpayments and, 1-61, 4-94, 5-110 
Perkins Loans reporting, 6-104, 6-114 
postscreening process, 1-57 


Z 
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Professional Access Website, 4-94 
purpose of, 1-55 
reconciling data with school data, 6-200 
reporting requirement, 6-104, 6-114 
reporting student enrollment data, 2-51 
resolving conflicting information, 3-128 
resolving default status, 1-65 
resolving flags in a subsequent award year, 1-54 
resolving grant overpayments, 1-61 
sending batch files to, 1-61 
telephone number, 1-55, 3-123 
Transfer Monitoring Repopulate web page, 1-62 
transfer students and, 1-61, 2-53 
unallocated amounts and, 3-128 
unusual enrollment history and, 1-58 
website, 1-55, 2-52, 3-123 
National Voter Registration Act, 2-142 
Nationals. See Citizenship 
Native American students 
Canadian birth and citizenship, 1-35, 1-40 
excluded assets for, AVG-20 
Indian tribe definition, 2-8 
institutional eligibility and, 2-7 
Mexican born member of Texas or Oklahoma 
Band of Kickapoo Indians, 1-40 
per capita payments to, AVG-23 
Natural disasters, verification following, AVG-79 
NCAA. See National Collegiate Athletic Association 
NCES. See National Center for Education Statistics 
NDSL. See National Direct Student Loans 
Need-based earnings, packaging aid and, 3-151 
Nelnet, 1-62 
Net earnings, Federal Work-Study Programs and, 
3-138 
Net price calculator, 2-112, 2-114 
Net worth, EFC and, AVG-41, AVG-46 
90/10 revenue test, 2-65 
Non-need-based earnings, packaging aid and, 3-151 
Noncampus building or property 
definition, 2-121 
Noncitizens 
eligible noncitizens, 1-25, 1-28, 1-30 
Selective Service System registration and, 1-76 
Nonfederal share, 6-17, 6-40 
Nonimmigrants, 1-35, 1-40 
Noninstitutional charges, 4-28 
Nonparticipating schools, institutional eligibility, 
2-13, 2-91 
Nonprofit institutions of higher education. See also 
For-profit institutions/organizations 
definition, 2-7 


financial responsibility standards, 2-70 
gainful employment programs, 2-20 
90/10 revenue test and, 2-65 
Nonstandard academic terms, 3-7, 3-9, 3-16, 3-21, 
3-27, 3-46, 3-53, 3-60, 3-61, 3-98, 3-101, 
3-110, 3-115 
Nonterm programs, 3—7, 3-10, 3-11, 3-17, 3-21, 
3-27, 3-38, 3-46, 3-56, 3-110, 5-5, 5-12, 5-76 
Notary services 
certificate of acknowledgement, AVG-116 
online, AVG-89 
Notifications 
acceptable means of, 4-22 
bank accounts, 4-15 
of bankruptcy, 2-99 
cancellation of loans, 4-22 
change of control, 2-79 
closure of schools, 2-99, 2-164 
of disbursements, 4-21 
electronic processes and, 2-154, 4-25 
failure to satisfy the 90/10 rule, 2-65 
flexibility in, 4-42, 5-92 
gainful employment programs, 2-115 
informal contact with a school employee and, 5-52 
limitations, 2-81, 2-100 
of loans, 4-21 
of military service, 2-55 
not provided, 5-53 
“official notification” definition, 5-51 
otherwise provides official notification, 5-52 
of overpayments, 5-110 
Perkins Loans and, 6-100, 6-104, 6-123 
of post-withdrawal disbursements, 5-90 
program reviews, 2-158, 2-164 
Return of Title IV Aid requirements (table), 5-121 
school exceeds limitations on types of students, 
2-79, 2-100 
to students, of aid packages, 3-152 
TEACH Grants and, 4-21 
third-party servicer contracts, 2-45 
timely warning and emergency notification, 2-125 
timing of, 4-23 
via e-mail, 4-21 
via UCC-1 forms, 4-15 
withdrawals and, 5-51, 5-52, 5-58 
NSLDS. See National Student Loan Data System 
Nurses, cancellation of loans and, 6-157 
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NVRA. See National Voter Registration Act 


O 
Occupational Information Network, 2-115 
Occupations, recognized, 2-20 
Off-campus agreements, Federal Work-Study 
Programs and, 6-70, 6-72, 6-83 
Off-campus jobs, Federal Work-Study Programs and, 
6-69 
Office of Management and Budget 
Circular A-133, 2-59, 2-63, 2-64 
two-factor authentication requirement, 4-7 
Office of Refugee Resettlement, 1-33 
Office of the Chief Information Officer, 4-5, 4-6 
Office of the Inspector General 
Audit Guide, 2-59, 2-60, 2-63 
referral of fraud cases to, 2-38, AVG-124 
referring information to, 2-45 
website, 1-27, 4-58, AVG-124 
OIG. See Office of the Inspector General 
OMB. See Office of Management and Budget 
Ombudsmans office, Federal Student Aid, contact 
information, 6-175 
On-campus jobs, Federal Work-Study Programs and, 
6-66 
150% limit on subsidized loans, 1-85, 2-88, 3-123 
O*NET, 2-115 
Online classes. See Correspondence courses; Distance 
education 
Online confirmation of attendance, 5-66 
Online notary services, AVG-89 
Online Perkins Liquidation Module, 6-122 
Open entry-terms, 3-7 
Orphans, dependency status and, AVG-25 
Overawards. See also Overpayments 
avoiding, 3-63 
Campus-Based awards, 4-77 
definition, 4-73 
Direct Loan Program, 4—78 
Direct Loans, 4—78 
FAFSA changes and, AVG-91 
failure to begin attendance and, 4-80 
Federal Supplemental Education Opportunity 
Grants, 4-77 
Federal Work-Study Programs, 4-77 
general information, 4-73 
Iraq and Afghanistan Service Grants, 4-74 
Pell Grants, 3-63, 4-74 
PLUS Loans, 4-78 
resolved overawards as overpayments, 4-79, 5-28 


TEACH Grants and, 4-75 
tolerance for, 4-77, 4-78 
treatment of, 3-155 
Overborrowing 
effects of, 3-130 
regaining eligibility, 3-130, 4-91 
Overdue payments, Perkins Loans and, 6-177 
Overpayments. See also Overawards 
accepting payments on referred overpayments, 
4-96 
COD website, 4-92 
corrections or recalls of referred overpayments, 
5-116 
de minimis threshold, 4-87 
Default Resolution Group responsibilities, 4-98 
eligibility and, 4-73 
exceptions to student liability, 4-87 
failure to begin attendance and, 4-81 
Federal Supplemental Education Opportunity 
Grants, 5-108 
of $50 or less, 5-106 
45-day period for repayment of, 5-103 
fraud and, 4-89 
of grant funds, 5-102 
inadvertent, 4-89, 5-39, 5-42 
interim disbursements, 4-82, AVG-91 
Iraq and Afghanistan Service Grants, 4-93 
making timely adjustments, 4-93 
multiple program regulations, 4-73 
notifications of, 5-110 
payment in full, 4-97 
Pell Grants, 4-93 
prohibition on receiving funds for enrollment at 
more than one institution, 4-83 
re-entry within 180 days and, 5-30, 5-31 
recording student payments and reductions, 4-92 
referring to Default Resolution Group, 4-95, 4-99, 
5-30, 5-110, 5-111, 5-115 
regaining Title IV eligibility after exceeding loan 
limits, 4-91 
repayment of excess loan amount, 4-90 
reporting to National Student Loan Data System, 
4-94, 5-110 
resolved overawards as, 4-79, 5-28 
resolving, 1-62, 4-89 
resolving student concerns, 4-95 
return Direct Loan Program funds, 4-92, 5-102 
satisfactory repayment arrangements, 4-89, 4-90 
school actions when Title IV grant disbursed to an 
ineligible student, 4-88 
school responsibility after referral, 4-96 
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school responsibility for, 4-82 

student eligibility and, 5-117 

student responsibility for, 4-86 

TEACH Grants and, 4-93, 5-113 

treatment of, 4-82 

updating disbursement data after deadline has 
passed, 4-92 

when a student begins attendance on a less than 
half-time basis, 4-81 

when a student loses eligibility at a former school 
while receiving aid at a second school, 5-117 

withdrawals and, 5-24 

Overtime charges, 3-37, 4-27 
Ownership changes 

audits and closeout procedures, 2-96 

change of control, structure, or governance, 2-92 

corporations, 2-93 

default management plan after, 2-94 

E-App reporting, 2-102 

financial responsibility standards, 2-71 

foreign schools and, 2-102 

former owners, 2-95 

ownership interest, 2-94, 2-95 

payments to eligible students and, 2-96 

preacquisition reviews, 2-94 

prospective owners, 2-96 

public institutions, 2-92 

return of funds and, 2-96 

steps to be taken, 2-95 

temporary approval for continued participation, 
2-97 

training requirement after, 2-93 

transfers to family members, 2-93 

25% threshold, 2-94 

written approval from ED and, 2-101 


P 
Pacific Island groups. See Marshall Islands, Republic 
of the; Micronesia, Federated States of; Palau, 
Republic of 
Packaging aid, 3-141 
Palau, Republic of, 1-25, 1-46, 1-73, 1-76, 2-7, 
AVG-7, AVG-12, AVG-83 
Paper secondary confirmation, 1-29, 1-30, 1-35, 
1-37 
Parent corporations, ownership changes, 2-92 
Parents 
adoptive, AVG-27 
assets of, AVG-17 


borrower's death before disbursement of funds, 
4-35 
common-law marriage, AVG-31 
death of, AVG-15, AVG-31 
definition, 4-61, AVG-27 
divorce of, AVG-15, AVG-31 
education level of, FAFSA and, AVG-13 
EFC formula A and, AVG-39 
EFC simplified formula and, AVG-37 
FAFSA information, AVG-28 
foster parents, AVG-27 
inability to provide data for, AVG-122 
income, EFC and, AVG-40 
legal guardians, AVG-27 
marital status, AVG-16 
number of children enrolled in college and, 
AVG-33, AVG-87, AVG-90, AVG-107 
PLUS Loan eligibility, 1-84 
refusal to file a FAFSA and, 3-92 
remarriage of, AVG-31, AVG-90 
right to review a student’s educational records, 
2-149 
same-sex marriages, 3-95, AVG-12 
separation of, AVG-15, AVG-31 
Social Security Numbers, AVG-28 
stepparents, AVG-24, AVG-27, AVG-31 
students without parent support, AVG-121 
substitutes for a parent's signature, AVG-34 
surviving, AVG-24 
tax returns filed by, AVG-14 
verification of application and, AVG-81 
Parolees, 1-32, 1-40 
Part-time students 
annual awards, 3-43 
Campus-Based awards and, 3-133 
disbursements for, 3-17 
Participation requirements. See also Program 
Participation Agreements 
codes of conduct, 2-43 
incentive compensation issues, 2—46 
third-party servicer contracts, 2-44 
Partnerships, ownership changes, 2-92 
Pass-through charges, 4-32 
Passport cards, 1-27, 1-49 
Passports 
application for, 1-27 
five-year duration, 1-27 
limited, 1-27 
for noncitizen nationals, 1-49 
Past performance 
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of persons affiliated with a school, 2-79 
of a school, 2-78 
Patriot Act, 2-152 
Payees, definition, 4-4 
Payment periods 
award year and, 3-134 
clock-hour programs and, 3-9, 3-19 
completion requirements, 3-19 
correspondence courses and, 3-72 
cost of attendance changes between, 3-67 
credit-hour programs and, 3-9 
crossover, 3-46, 3-56, 3-58, 3-82, 3-135, 3-151, 
4-45, 5-27 
definition, 3-9, 5-25 
direct assessment programs and, 3-19 
Direct Loan Program, 3-118 
disbursements and, 3-20, 3-22, 3-27, 4-35, 5-82 
enrollment changes within, 3-67 
module programs and, 5-62, 5-67, 5-68, 5-69 
overlapping, 5-85 
Pell Grants, 3-46, 3-56, 5-44 
percentage of payment period completed, 5-74 
re-entry after 180 days and, 3-31 
re-entry within 180 days and, 3-31 
Return of Title IV Aid and, 5-25 
“substantially equal” definition, 3-9 
TEACH Grants and, 3-82 
transfer students and, 3-31, 3-62 
two payment period limit in an academic year or 
program, 3-9 
unable to determine completion of hours in, 3-10 
withdrawals and, 5-24, 5-74, 5-85 
Payments. See also Disbursements; Overpayments; 
Repayments 
accepting, on referred overpayments, 5-115 
advance payment method, 4-11 
calculating equivalent monthly payments, 6-141 
current in debt payments, 2-73 
in full, 1-66, 5-115 
G5 system, 4-9 
hardship and, 6-136, 6-141 
involuntary, 6-187 
late charges, 6-177, 6-179 
overdue, 6-178 
ownership changes and, 2-96 
prior to cancellation of a loan, 6-151 
processing of, 6-140 
recording student payments and reductions, 5-107 
retroactive, 3-83 
on a student's behalf, 5-107 


withdrawals and, 5-5 
Payroll vouchers, Federal Work-Study Programs, 
6-49 
PDPA. See Primary Destination Point Administrator 
Peace Corps volunteers 
cancellation of loans and, 6-164 
deferment of loan repayment and, 6-140, 6-146 
Pell Grants 
adjusting costs for, 3-42 
adjusting when a student withdraws and reenters, 
3-31 
administrative cost allowance, 3-46 
annual awards, 3-43, 3-72 
awarding remaining eligibility, 3-63 
books and supplies disbursements, 3-25 
calculating, 3-44, 3-71, 3-72, 3-75 
career pathway alternative eligibility, 3-44 
clock-hour programs and, 3-56 
“commitment” definition, 2-97 
completion requirements, 3-21, 3-56 
concurrent enrollment and, 1-83, 3-44, 4-83 
correspondence course calculations, 3-58, 3-72 
cost of attendance and, 3-36, 3-38, 3-42, 3-142 
credit-hour programs and, 3-47, 3-56 
crossover payment periods and, 3-46, 3-56, 3-58, 
3-151 
deadlines, 5-8, AVG-94 
declining funds, 3-65, 3-146 
disbursements, 3-20, 3-24, 3-25, 3-26, 3-31, 
4-21, 4-36, 4-40, 4-118, 5-41 
drawing down funds, 4-12 
duration of eligibility, 1-82 
eligibility for, 1-83, 3-44, 3-62, 3-65, 3-142 
enrollment status and, 3-40, 3-43, 3-47, 3-67, 
4-80 
extended processing, 4-42 
FAFSA changes and, AVG-92 
failure to submit documentation, AVG-94 
as first source of aid, 3-142 
fractions and, 3-53 
Freely Associated States and, 2-7 
graduate/professional students and, 1-81, 1-82 
ground rules for, 3-44 
identification number for, 5-113 
incarcerated students and, 1-82 
initial calculation, 3-67 
interim disbursements, AVG-91 
leaves of absence and, 5-10 
lifetime eligibility used, 3-44, 3-66, 3-134, 3-144, 
3-146, 4-36 
maximum, 3-44 
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minimum grant, 3-44 

minisessions and, 3-60 

mixed enrollment status and, 3-40 

nonstandard terms and, 3-46, 3-53 

nonterm programs, 3-46, 3-56 

overawards, 3-63, 4-74 

overpayments, 4-82, 4-93, AVG-91 

ownership changes and, 2-97 

payment schedules, 3-46, 3-142, 5-44 

payments by term, 3-47 

postbaccalaureate programs and, 1-82 

Potential Overaward Process, 4-84 

proration of cost of attendance, 3-38 

re-entering students and, 3-31 

recalculations, 3-67 

reconciliation requirements, 4-118 

repealed, 3-46 

retroactive payments, 4—49 

return of aid, 3-65, 3-146, 4-53 

Return of Title IV Aid and, 5-27 

rounding and, 3-44 

Scheduled Awards, 3-43 

school actions when grant disbursed to an 
ineligible student, 4-88 

sequestration and, 3-43 

sex offenders and, 1-82 

standard term program with less than 30 weeks in 
the fall through spring, 3-53 

standard terms, 3-46, 3-53 

statements of accounts, 2-144 

summer terms and, 3-58 

term-based programs, 3-53 

timely disbursement reporting, 3-25 

total eligibility used, 4-83 

transfer students and, 3-62 

undergraduate student definition, AVG-13 

unusual enrollment history, 1-58 

using to pay a loan, 3-142 

verification, AVG-94 

Warning Edit 68, 4-84 

Warning Edit 69, 4-83 

wrong grade level on the FAFSA and, 1-83 

Penalties 

civil, 2-110 

copyright infringement, 2-113 

criminal, 2-162 

drug-related offenses, 2-125 

failure to report foreign gifts, 2-139 

high cohort default rates, 6-191 

loan acceleration, 6-142 

Pending Disbursement Listing Report, 4-120, 4-135 


Pensions. See also Retirement plans; specific pension 
plans 
FAFSA and, AVG-17, AVG-21 
Performance period, 4-10 
Perkins Loan Assignment System, 6-122, 6-197 
Perkins Loan Extension Act, 3-137 
Perkins Loans. See also Campus-Based awards; Direct 
Loan Program 
account write-offs, 1-62 
administrative cost allowance, 4-18 
assignment of loans, 6-121, 6-184, 6-185, 6-194 
awarding, 3-136 
bank accounts and, 4-16 
bankruptcy and, 1-88 
billing costs, 6-191 
billing procedures, 6-177 
borrower rights and responsibilities, 6-111 
cancellation of, 6-150 
certification statement, 6-126 
cohort default rates and, 6-189 
collection costs, 6-191 
communication with borrowers, 6-173 
completion requirements, 3-21 
consolidating, 3-129, 6-110, 6-115 
credit bureau reporting requirements, 6-102, 
6-184 
crossover periods and, 3-152 
Default Reduction Assistance Program, 6-181 
defaults and, 1-87, 6-187, 6-194 
deferments, 6-141 
disability discharge and, 1-63 
disbursements, 3-20, 3-25, 3-26, 3-136, 4-21, 
4-26, 5-41, 6-99 
discharging, 6-165 
disclosure of repayment information, 6-175 
disclosures, 3-137, 6-104 
eligibility, 1-87, 6-187 
eligibility criteria, 3-137 
ending school’s participation in program, 6-117 
enrollment and, 6-102, 6-104 
entrance counseling, 6-104 
exceptional financial need and, 1-87 
excess liquid capital, 6-93, 6-116 
exit counseling, 6-109 
exit interviews, 6-174 
extension of program, 6-91 
Federal Capital Contribution, 4-8 
federal share and, 6-18, 6-91 
FISAP requirements, 6-34 
FSA Ombudsman office, 6-175 
grace periods, 6-129 
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hardship and, 6-141, 6-145 

income protection allowances, 6-139 

information sources, 6-207 

interim disbursements, AVG-91 

internal controls, 6-114 

with judgments, 6-188 

late disbursements and, 4-40 

leaves of absence and, 5-10 

level of expenditure, 6-92 

limits, 6-94 

loan counseling, 2-128 

loan program liquidation, 6-117 

maintenance and accounting requirements, 4-16 

making loans, 6-93 

Master Promissory Notes, 6-95 

medical internship or residency and, 1-85 

NDSL program and, 6-3 

nonfederal share, 6-21, 6-92 

notifications, 6-100, 6-104, 6-123 

NSDSL reporting requirement, 6-103, 6-114 

older loans, 6-135, 6-149 

overdue payments and, 6-177 

overpayments, 4-82, AVG-91 

overview, 6-3, 6-91 

payment processing, 6-140 

Perkins Loan Assignment System, 6-122 

power of attorney and, 4-26 

Program Participation Agreements and, 6-4 

projecting need, 6-26 

promissory notes, 6-95 

quarterly billing (table), 6-138 

reconciliation requirements, 4-124 

records and recordkeeping requirements, 2-146, 
3-25, 6-126 

“red flags rule” defintion, 6-94 

reestablishing eligibility, 1-65 

refusing or reducing loans, 1-84 

rehabilitation of, 6-187 

reimbursements and, 6-113, 6-150 

repayment of, 6-129, 6-175 

reporting requirements, 3-25, 6-102 

return of aid, 4-53, 4-111, 5-27, 5-100, 6-103, 
6-127 

returning excess liquid capital, 6-116 

single-term loans, 6-100 

teacher certification coursework and, 1-5, 1-87, 
3-136 

transfer of Federal Work-Study Programs funds to, 
6-14 

transfer of funds to Federal Supplemental 
Educational Opportunity Grants, 6-14 


transfer of funds to Federal Work-Study Programs, 


6-14 
undelivered funds, 4-20 
unequal disbursements and, 3-136 
uneven costs and, 3-133, 3-136 
willingness to repay, 1-87 
write-offs, 1-62 
Permanent Resident Cards, 1-30, 1-53 
Permanent residents, 1-25, 1-30, 1-39, 1-53 
Personal Responsibility and Work Opportunity 
Reconciliation Act, 1-36 
Personally identifiable information, 4-62 
Photo identification, AVG-89, AVG-114 
PII. See Personally identifiable information 
PJ. See Professional judgment 
Placement rates 
consumer information about, 2-116 
program eligibility and, 2-19 
PLAS. See Perkins Loan Assignment System 
PLUS Loans 
academic terms and, 3-88 
adverse credit history and, 1-86 
aggregate loan limits, 3-95 
aggregate loan limits with additional Direct 
unsubsidized when parents are denied PLUS, 
3-129 
borrower's death before disbursement of funds, 
4-35 
calculating, 3-142 
completion requirements, 3-21 
credit balances and, 4-48 
deferments and, 6-142 
eligibility, 1-83, 3-87 
enrollment status and, 3-88 
entrance counseling and, 3-93 
graduate students and, 3-95, 3-144 
increasing the loan amount when student changes 
dependency status during the academic year, 
3-92 
loan counseling requirement, 2-129 
loan limits, 3-93, 3-95, 3-113, 3-123 
loan periods, 3-88 
minimum and maximum loan periods, 3-88 
multiple school enrollments and, 3-89 
origination of, 3-90 
overawards and, 3-155, 4-78 
overview, 3-87 
packaging, 3-144, 3-149 
post-withdrawal disbursements, 5-90 
preparatory coursework and, 1-84 
professional students and, 3-95, 3-144 
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program length and, 3-88 
refusing or reducing loans, 1-84 
refusing to originate a loan or originating for less 
than maximum eligibility, 3-90 
required counseling for endorser or extenuating 
circumstance loans, 1-86 
requirement to offer to both parent and student 
borrowers, 3-95 
same-sex parents and, 3-95 
subsidized loan eligibility time limitation, 3-123 
teacher certification coursework and, 1-5, 1-84 
Political activities, Federal Work-Study Programs 
and, 6-69 
POP. See Potential Overaward Process 
Post-deferment grace periods, 6-129 
Post-secondary vocational institutions 
branch campuses, 2-12 
definition, 2-6 
eligible institutions, 2-5, 2-6 
eligible programs, 2-18 
gainful employment programs, 2-20 
two-year rule for, 2-6, 2-11 
Post-withdrawal disbursements, 4-41, 5-24, 5-41, 
5-87, 5-97, 5-125, 5-128, 5-131 
Postbaccalaureate programs 
definition, 1-89 
Pell Grants and, 1-82 
Potential Overaward Process, 4-84 
Power of attorney, disbursements and, 4-26 
PPAs. See Program Participation Agreements 
Preaccredited status, 2-9 
Preacquisition reviews, 2-94 
Preferred lenders 
disclosures concerning, 2-135, 2-137 
lists of, 2-135 
preferred lender arrangement definition, 2-135 
Prepaid debit cards, 4-51 
Prepaid tuition plans, 3-143. See also Qualified 
tuition programs 
Preparatory coursework, 1-5, 1-84, 2-11, 2-25, 
3-108, 3-124 
Preparer Tax Identification Number, AVG-86 
Primary accreditors, 2-9 
Primary Destination Point Administrator, 4-94 
Principles of Excellence for Educational Institutions 
Serving Service Members, Veterans, Spouses, 
and Other Family Members, 2-58 
Prior-prior year tax data, AVG-15 
Prior year charges 
definition, 4-34 
payment of, 3-151, 4-34 


Privacy 
loan data, 4-21 
sharing student records with lenders, 2-53 
of student information, 2-149 
Tier 1 Arrangements, 4-62 
Tier 2 Arrangements, 4-67 
Private education lenders, 2-134 
Private education loans, 2-132 
Private for-profit organizations. See For-profit 
institutions/organizations 
Private lenders, requirements for arrangements with, 
3-142 
Private nonprofit institutions of higher education, 
gainful employment programs, 2-20 
Probation, financial aid, 1-13, 1-16 
Professional Access Website, 4-94 
Professional degree programs 
Direct Loan Program and, 3-93 
FAFSA and, AVG-13, AVG-24 
Pell Grants and, 1-81, 1-82 
PLUS Loans and, 3-93, 3-95, 3-144 
Professional judgment 
changes to the FAFSA and, AVG-119 
cost of attendance and, 3-36 
dependency overrides and, AVG-36, AVG-121 
EFC and, AVG-38 
ISIRs and, AVG-119 
online review of practices, AVG-119 
student eligibility and, AVG-120 
students without parent support, AVG-121 
unemployment benefits and, AVG-119 
“unreasonable” judgments, AVG-120 
verification selection after PJ, AVG-—84 
Professional licensure, cost of attendance, 3-35 
Program eligibility 
adding programs, 2-103 
apprenticeships, 2-26 
clock-hour/credit-hour conversions and, 2-31 
competency-based education programs, 2-23 
completion rate calculation, 2-19 
comprehensive transition and postsecondary 
programs, 2-22 
consequences of erroneous self-determination, 
2-106 
consortium arrangements, 2-26 
determination of, 2-17 
direct assessment programs, 2-24 
eligibility requirements, 2-22 
ESL programs, 2-23 
flight school programs, 2-26 
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foreign schools acting on behalf of other foreign Promissory notes. See also Master Promissory Notes 
schools, 2-29 multiyear, 6-95 
gainful employment programs, 2-20, 2-103, 2-104 Perkins Loans, 6-95 
independent study and, 2-25 Proprietary institutions of higher education 
institutional eligibility and, 2-17 branch campuses, 2-12 
placement rate calculation, 2-19 definition, 2-6 
self-determined programs, 2-106 eligible institutions, 2-5, 2-6 
student eligibility and, 2-17 eligible programs, 2-18 
students with intellectual disabilities, adding Federal Work-Study Programs and, 6-67 
programs for, 2-107 financial responsibility standards, 2-70 
students with intellectual disabilities, definition gainful employment programs, 2-20 
of, 2-22 90/10 revenue test and, 2-65 
students with intellectual disabilities, programs two-year rule for, 2-6, 2-11 
for, 2-22 Proration 
study abroad programs, 2-26 for additional unsubsidized amounts, 3-114 
TEACH Grants, 2-22 cost of attendance, 3-38 
transitional certification programs, 2-21 Direct Loan Program and, 3-113 
types of eligible programs, 2-18 example of, 5-97 
Program Participation Agreements institutional charges, 4-29, 5-16, 5-97 
beginning to disburse funds when first signing the programs of study shorter than a full academic 
PPA, 2-14 year, 3-113, 3-120 
Campus-Based awards and, 6-4 remaining periods of study shorter than an 
certification requirements and, 2-21 academic year, 3-113 
copyright requirements, 2-155 remaining portions of term programs, 3-114 
expiration of, 2-14 when and when not to prorate, 3-113 
Federal Work-Study Programs and, 6-5 Prospective students 
FSEOG Programs and, 6-6 definition, 2-111 
Perkins Loans and, 6-4 disclosures for, 2-109, 2-110 
programs covered by, 2-14 PRWORA. See Personal Responsibility and Work 
provisions of, 2-15 Opportunity Reconciliation Act 
purpose of, 2-14 Pseudo-Social Security Numbers, 1-46, AVG-12 
recertification and, 2-91 PTIN. See Preparer Tax Identification Number 
scope of, 2-14 Public defenders, cancellation of loans and, 6-162 
temporary, 2-98 Public Health Service loans, 2-135 
termination of, 2-14 Public Health Service officers, Selective Service 
Program records, retention of, 2-146 System registration and, 1-76 
Program reviews Public institutions 
access to records and, 2-160 financial responsibility standards, 2-70 
accrediting agencies and, 2-161 gainful employment programs, 2-20 
administrative subpoena authority, 2-159 in-state tuition rates for active duty service 
communication with state agencies, 2-160 members and family, 2-55 
by Department of Education, 2-157 ownership changes, 2-92 
entrance and exit/status conferences, 2-160 Public interest work, 6-69, 6-72 
Final Program Review Determination, 2-160 Public servants, cancellation of loans made to, 6-152 
location of, 2-158 Public service, cancellation of loans and, 6-157 
notification of, 2-158, 2-164 Publications, 6-211 


priority for certain schools, 2-158 
School Participation Divisions, 2-159, 2-160 
scope of, 2-158 
written reports of, 2-160 
Prohibited disbursements, 5-41 
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Publicly traded corporations, ownership changes, 
2-93 

Puerto Rico, Commonwealth of, AVG-15, AVG-37 

Puerto Rico tax exemption, AVG-22 


Q 
QTPs. See Qualified tuition programs 
Qualified rollovers, verification of, AVG-83 
Qualified tuition programs. See also Prepaid tuition 
plans 
FAFSA and, AVG-18 
Quality Assurance Program, AVG-95 
Quarter terms, 3-6. See also Terms, academic 


R 
Re-entry 
within 180 days, 3-31, 5-29 
after 180 days, 3-31, 3-33, 5-33 
completion requirements and, 3-56 
costs upon, 5-29 
new award year and, 5-32 
at nonterm schools and, 5-35 
overpayments and, 5-30, 5-31 
within a payment period or period of enrollment, 
5-65 
Pell Grant disbursements, 3-31 
permit, 1-30 
repeating coursework after program completion 
and, 3-30 
requesting administrative relief by e-mail, 5-30 
Return of Title IV Aid and, 5-29 
Re-entry permits, 1-52 
REAA. See Refugee Education Assistance Act 
Readmission 
definitions, 2-55 
reasonable efforts to help prepare students, 2-56 
of service members, 2-10, 2-55 
termination for bad conduct, 2-56 
REAL ID Act of 2005, AVG-89 
REAP. See Reserve Educational Assistance Program 
Recalculations 
Pell Grants, 3-67 
Return of Title IV Aid, 5-72 
TEACH Grants and, 3-85 
tuition and fee charges and, 3-67 
withdrawals and, 5-72 
Recent Graduates Employment and Earnings Survey, 
2-88 
Recertification process, 2-91 


Recognized occupations, 2-20 
Reconciliation 
best practices for, 4-146 
Campus-Based Programs, 4-124 
COD reports, 4-115, 4-134 
completing, 4-123 
contact information, 4-120, 4-126 
definition, 4-113, 4-119 
Direct Loan Program, 4-127 
DL Tools, 4-135, 4-136 
external, 4-118, 4-119, 4-132 
Federal Work-Study Program, 4-125 
fiduciary responsibility and, 4-113 
final, 4-123 
FSEOG awards, 4-125 
Higher Education Reconciliation Act, 3-34 
internal, 4-117, 4-119, 4-130 
internal controls in automated systems, 4-114 
monthly requirements, 4-124, 4-132, 4-133, 
4-146 
Pell Grant Program, 4-118 
Perkins Loans, 4-124 
possible sources of discrepancies between financial 
aid and business office records, 4-130 
recommended practices, 4-116 
reconciling ED and school records, 4-129, 4-140 
records and recordkeeping requirements, 4-124 
report readers, 4-134 
reporting disbursements within 15 days, 4-131 
responsibility for, 4-115 
school-level data, 4-114, 4-119 
school-level data with COD, 4-120 
school’s coordinating official, 4-115 
third-party servicers and, 4-117, 4-131 
websites, 4-135 
year-end closeout, 4-147, 4-148 
Records and recordkeeping. See also Disclosures; 
Documentation; Institutional Student 
Information Records; Student Aid Reports 
access to records, 2-149 
accounting systems, 4-153 
availability of, 6-31 
Campus-Based awards requirements, 4-124, 6-29 
closed-school records, 2-143 
cooperation with agency representatives, 2-148 
disbursements and, 3-25, 4-39 
disclosures to school officials, 2-151 
downward adjustment of disbursements and, 5-99 
electronic certification, 6-29 
electronic records, 2-154 
examination of records, 2-148 
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Federal Supplemental Education Opportunity 
Grants and, 6-30 
Federal Work-Study Programs and, 2-146, 6-30, 
6-53 
fiscal records, 2-144 
formats for, 2-147, 6-32 
G5 system, 4-9 
health record privacy, 2-153 
loan program records, 2-146 
location for records, 2-148 
maintaining records, 2-147, 5-60 
Master Promissory Note, 6-97 
minimum retention periods, 2-147 
new media formats, 2-148 
overpayments and, 4-92 
Perkins Loans and, 2-146, 6-126 
possible sources of discrepancies between financial 
aid and business office records, 4-130 
prior written consent to disclose a student's 
records, 2-150 
privacy of student information, 2-149 
reconciliation and, 4-124 
reconciling ED and school records, 4-129, 4-140 
required records, 2-143 
retention periods, 2-146 
retention requirements, 2-145, 6-31 
school eligibility, 2-143 
sharing student records with lenders, 2-53 
sole possession records, 2-151 
student eligibility, 2-144 
student payments and reductions in awards, 5-107 
third-party housing records, 2-152 
Recovery, of loan discharges, when a location closes, 
2-167 
“Red flags rule” definition, 6-94 
Refugee Education Assistance Act, 1-32 
Refugees, 1-31, 1-32, 1-41. See also Immigrants 
Refunds 
compared with credit balances, 4-50 
consumer information concerning, 2-112, 5-6 
Registered Agencies, 1-39 
Regular students, 1-3, 2-10 
Rehabilitation of loans. See Loan rehabilitation 
Rehabilitation training, deferments and, 6-145 
Reimbursement and heightened cash management 
method, 4-11, 4-13, 4-54, 4-55 
Reimbursements 
employer, FAFSA and, AVG-20 
payment method, 4-11, 4-13 
of Perkins Loans, 6-150 


Workforce Innovation and Opportunity Act 
contracts, 3-41 
Religious institutions 
definition, 2-8 
institutional eligibility and, 2-7 
Religious order students, 1-23 
Remaining eligibility period, 3-124 
Remarriage, of parents, AVG-31, AVG-90 
Remedial coursework, 1-4, 1-18, 2-23, 3-48, 3-111 
Rent subsidies for low-income housing, FAFSA and, 
AVG-23 
Rental properties, FAFSA and, AVG-17 
REP. See Remaining eligibility period 
Repayments. See also Deferments; Payments 
dates for, 6-138 
death of a student and, 6-186 
defaults and, 1-65 
disclosure of information, 6-175 
entrance loan counseling, 6-104 
establishing a plan for, 6-134 
extending period for illness, unemployment, or 
low income, 6-139 
fixed dates for, 6-138 
forbearance and, 6-140 
45-day period of extended eligibility and, 5-103 
in full, 1-65, 5-115 
grace periods, 6-129 
hardship and, 6-141 
incentive program, 6-135 
initial grace period and, 6-133 
loan rehabilitation and, 1-65 
minimum monthly payments, 6-136 
multiple loans, 6-136 
of overpayments, 4-89 
Perkins Loans, 6-129, 6-175 
processing, 6-139 
Return of Title IV Aid and, 5-101 
satisfactory arrangements for, 1-65, 4-89, 4-90 
on a student’s behalf, 5-107 
10-year repayment table of constant multipliers, 
6-134 
willingness to repay, 1-87 
Repeating coursework, 3-30, 5-5 
Reporting requirements 
alternatives to, 2-139, 2-141 
award recalculation, to National Student Loan 
Data System, 3-67 
campus crime information, 2-117 
campus security and fire safety data, 2-118, 2-151 
credit bureaus, 6-102, 6-184 
crime statistics, 2-117 
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crimes to be reported, 2-120 
enrollment, 2-51, 4-81 
Equity in Athletics data, 2-126 
fire safety information, 2-119 
graduation, completion, and transfer-out rates 
through IPEDS, 2-114 
information on foreign sources and gifts, 2-138 
institutional requirements, F-1 
overpayments, to National Student Loan Data 
System, 5-110 
overpayments and, 4-94 
Perkins Loans and, 6-102 
reconciliation records, 4-114 
reductions in awards, 5-107 
reported crimes must be recorded, 2-120 
security breaches, 2-155 
timely reporting of crimes, 2-125 
trust funds, on the FAFSA, AVG-19 
withdrawals and, 5-3, 5-110 
Requesting and managing FSA funds 
administrative cost allowance, 4-18 
award periods, 4-9 
depository accounts, 4-14 
drawing down funds, 4-11 
EDCAPS, 4-4 
escheating funds, 4-20 
excess cash, 4-16 
fiduciary responsibility and, 4-19 
G5 payment system, 4-4 
garnishment of funds, 4-20 
heightened cash management, 4-11, 4-13 
maintaining and accounting for funds, 4-14 
purpose of cash management, 4-3 
standard of conduct, 4-3 
Title IV programs, 4-3 
Research and Customer Care Center, AVG-8 
Reserve Educational Assistance Program, 3-153 
Reserve members. See Armed services 
Residency issues, FAFSA and, AVG-12 
Residency programs, 1-85 
Resident Alien Cards, 1-30, 1-53 
Resident aliens, aid eligibility, 1-31 
Residents 
conditional resident aliens, 1-31, 1-39 
permanent, 1-25, 1-30, 1-39, 1-53 
temporary, 1-36 
temporary protected status and, 1-36 
Restricted gifts, 2-138 
Retaking coursework 
eligibility and enrollment status, 1-16 
school policy and operations and, 3-30 


term programs and, 3-30 
Retention rates, consumer information about, 2-114 
Retirement plans. See also Pensions; specific plans 
FAFSA and, AVG-17, AVG-21 
Retroactive disbursements, 3-24, 4-39 
Return of aid. See also Withdrawals 
after 240 days, 4-53, 4-106 
amending a FISAP after the close of an award year 
or correction deadline, 4-107 
audits and, 4-103 
cancellation of loans and, 4-22 
cash refunds, 4-105 
by check, 4-102, 4-110 
consumer information, 2-112 
crediting a student’s account, 4-46 
crossover payment periods and, 3-58 
definition, 4-108 
depositing in a federal funds account, 4-102 
depositing in a school account, 4-102 
Direct Loan Program and, 4-104, 4-105 
discontinuing paper check processing for Direct 
Loan refunds of cash, 4-105 
downward adjustment of FSA Grants, 4-104 
electronically, 4-101, 4-103 
excess liquid capital, 4-111 
failure to begin attendance and, 4-81 
Federal Family Education Loans and, 4-110 
FISAP and, 4-106 
funds that cannot be disbursed within three days, 
4-104 
G5 payment system and, 4-101, 4-108 
general principles, 4-101 
making new awards with returned funds, 2-73 
for open and closed awards, 4-108 
ownership changes and, 2-96 
program reviews and, 4-103 
reasons for, 4-101 
reawards, 4-104 
recommendations for, 4-102 
timely return of funds, 2-72, 4-14 
Title IV funds, 4-52, 4-102 
unclaimed funds, 4-20 
when a school does not maintain a separate federal 
bank account, 4-102 
when funds are considered to have been returned, 
4-103 
Return of Title IV Aid 
access to Web product via CPS Online, 5-6 
after 240 days, 5-100 
aid programs to include, 5-27 
aid that could have been disbursed, 5-39 
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calculations, 5-6, 5-27, 5-33, 5-39, 5-131 

Campus-Based awards and, 5-72 

case studies, 5-131 

changing or correcting a calculation, 5-37 

changing the basis of the calculation, 5-6 

consumer information, 5-6 

crediting a student’s account, 5-91 

deadlines, 5-8 

deadlines (table), 5-121 

death of student and, 5-86 

to the Department of Education, 5-107 

Direct Loan Program and, 5-27, 5-99 

discontinuing paper check processing for Direct 
Loan refunds of cash, 5-109 

enrollment period and, 5-25 

Federal Family Education Loans and, 5-27, 5-99 

Federal Supplemental Education Opportunity 
Grants and, 5-27, 5-100 

Federal Work-Study Programs and, 5-27, 5-96, 
5-100 

45-day period of extended eligibility and, 5-103 

general principles, 5-7 

if a school has not drawn federal funds, 5-98 

information required when returning funds to a 
servicer by check, 5-99 

institutional charges and, 5-15, 5-18, 5-95 

Iraq and Afghanistan Service Grants and, 5-27 

leaves of absence and, 5-10 

module programs and, 5-70 

no de minimis provision for schools, 5-99 

notifications required (table), 5-121 

order of return, 5-98 

outstanding charges and, 5-91 

overpayments and, 5-102 

payment periods and, 5-25 

Pell Grants and, 5-27, 5-72 

Perkins Loans and, 4-53, 4-111, 5-27 

re-entry and, 5-29, 5-65 

re-entry within a payment period or period of 
enrollment and, 5-65 

recalculations, 5-72 

repayments and, 5-101 

rounding and, 5-26 

school’s responsibilities, 5-98 

school’s responsibilities (table), 5-121 

steps in calculation of, 5-41 

student responsibilities, 5-100, 5-102 

student responsibilities (table), 5-121 

summary of requirements (table), 5-121 

TEACH Grants and, 5-27 

technical questions, 5-6 


timeframe for, 5-20, 5-98 
Title IV funds, 5-20, 5-22 
transfer students and, 5-29 
unearned aid due from the student, 5-101 
verification and, 5-8 
when a school does not maintain a separate federal 
bank account, 5-98 
withdrawals and, 5-22 
worksheets, 5-6, 5-123 
Return of Title IV Web product, 5-6 
Reviews 
of audit submissions, 2-68 
preacquisition, 2-94 
RGEES. See Recent Graduates Employment and 
Earnings Survey 
Robert C. Byrd Honors Scholarship Program, 4-14 
Rollovers, qualified, verification of, AVG-83 
Roster files, 2-52 
Roth IRAs, converting a regular IRA to, AVG-120 
Rounding 
credit-hour programs and, 2-33 
Pell Grants and, 3-44 
Return of Title IV Aid and, 5-26 


S 
Safe harbors, 2-46 
Safety, Handbook for Campus Safety and Security 
Reporting, 2-122, 2-123 
Safety requirements 
bookstores, 2-123, 4-33 
Campus Safety and Security Survey, 2-123 
crime logs, 2-119 
crime reporting, 2-118, 4-33 
dissemination of information on, 2-118 
emergency response and evacuation procedures, 
2-124 
fire logs, 2-122 
fire safety, 2-119 
missing persons procedures, 2-123 
publicizing procedures, 2-124 
“test” definition, 2-124 
timely warning and emergency notification, 2-125 
SAFRA. See Student Aid & Fiscal Responsibility Act 
SAIG. See Student Aid Internet Gateway 
SAM. See System for Award Management 
Same-sex marriages 
FAFSA and, AVG-12 
PLUS eligibility, 3-95 
Sanctions, 2-137, 2-162 
SAP. See Satisfactory academic progress 
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SARs. See Student Aid Reports 
Satisfactory academic progress 
academic amnesty/renewal and, 1-14 
academic plans and, 1-16 
administrative requirements, 2-54 
appeals, 1-13, 1-16 
“C” average required after 2 years, 2-54 
completed program, no degree, 1-14 
definitions, 1-13 
financial aid probation and, 1-13, 1-16 
financial aid warning and, 1-13, 1-15, 1-16 
four-year programs, 1-15 
grades and, 1-13 
maximum timeframe, 1-13 
new or conflicting information requirements, 1-15 
one-year programs, 1-16 
pace of completion, 1-13 
reestablishing aid eligibility, 1-17 
repeating coursework and, 3-30 
retaking a program, 1-14 
website, 1-1 
Satisfactory loan repayment arrangements, 1-65 
SAY. See Scheduled Academic Year 
Scheduled Academic Year, 3-91, 3-98, 3-105, 3-115 
Scheduled Awards, 3-43 
Scheduled breaks, 5-74 
Scholarships. See also specific programs 
FAFSA and, AVG-20 
School Account Statement, 4-127, 4-134, 4-137, 
4-148 
School-determined requirements. See Student 
eligibility 
School-issued stored-value cards 
books and supplies purchases, 4-51 
credit balances and, 4-71 
disclosure of terms, 4-71 
with no third-party involvement, 4-71 
School Participation Divisions, 2-17, 2-59, 2-104, 
2-139, 2-159, 2-160, 4-26 
School Relations Center, 4-85, 4-126 
SESW terms, 3-27, 3-98, 3-111, 3-115 
SEC. See Securities and Exchange Commission 
Secondary confirmation, of immigration status, 1-29, 
1-30, 1-35, 1-37 
Secondary schools 
checking the validity of high school diplomas, 1-7 
dual enrollment and, 2-10 
enrollment in, eligibility for aid and, 1-6 
high school diploma equivalents, 1-8, 2-10 
limitations on students admitted without a high 
school diploma or equivalent, 2-11, 2-80 


name and location of, FAFSA and, AVG-13 
students’ high school completion status, FAFSA 
and, AVG-13, AVG-88, AVG-113 
Securities and Exchange Commission, changes in 
ownership for corporations, 2-93 
Security. See also Information security 
campus, 2-117, 2-151 
reporting security breaches, 2-155 
Tier 1 Arrangements, 4-62 
Tier 2 Arrangements, 4-67 
Security reports, 2-118 
Selective Service System. See also Armed services 
age and, 1-75, 1-77 
appeals, 1-79 
exemptions, 1-75, 1-79 
failure to register, 1-78 
gender and, 1-75 
general information, 1-75 
lack of response within 30 days from, 1-79 
matches, 1-77 
registration requirement, 1-75 
status information letter codes, 1-77 
telephone number, 1-75 
transgendered males and, 1-76 
unsuccessful registration, 1-77, 1-78 
website, 1-77, 1-78 
Self-Assessment Tool for Fiscal Management, 4-3, 
4-46 
Self-certification forms, 2-134 
Self-supporting youth, FAFSA and, AVG-125 
Semesters, 3-6. See also Terms, academic 
Separate accounts, for FSA funds, 5-98 
Separation of function, 2-40 
Separation of parents, FAFSA and, AVG-15, AVG-31 
Sequestration 
Iraq and Afghanistan Service Grants and, 3-43 
Pell Grants and, 3-43 
TEACH Grants and, 3-81 
Service academies, AVG-24, AVG-25, AVG-29 
SEVIS program. See Student Exchange Visitor 
Information System 
Sex offenders, Pell Grants and, 1-82 
Sexual assault 
training and prevention resources, 2-118 
Short-term loans, 6-4 
Short-term programs, completion and placement 
rates for, 2-19 
Signatures. See also Electronic Signatures in Global 
and National Commerce Act 
application and verification for all FSA programs 
(chart), AVG—36 
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copies of signed documents, AVG-33 
electronic, 6-198, AVG-88 
FAFSA and, AVG-5, AVG-35 
FAFSA on the Web, AVG-35 
FAFSA on the Web (chart), AVG-36 
FISAP, 6-33 
‘The Fiscal Operations Report and Application to 
Participate, 6-9 
parent signature on certificates of citizenship, 1-26 
preparer’s ID and signature, AVG-34 
purpose of, AVG-34 
requirements for changes (chart), AVG-36 
Statement of Educational Purpose, AVG-34 
substitutes for a parent's signature, AVG-34 
verification documentation, AVG-84, AVG-88, 
AVG-117 
Simplified formula, EFC, AVG-37 
Simplified needs test, AVG-17 
Single Audit Act, 2-59, 2-60, 2-63 
Small Business and Agriculture Regulatory 
Enforcement Ombudsman, audits and, 2-60 
Small Business Job Protection Act, 6-43 
Small businesses, family-owned and controlled, 
FAFSA and, AVG-17 
SNAP. See Supplemental Nutrition Assistance Program 
SNAP verification group, AVG-87 
SOC codes. See Standard Occupational Classification 
codes 
Social Security Administration 
citizenship matches and, 1-25, 1-26 
telephone number, 1-69 
website, 1-69 
Social Security cards, 1-26 
Social Security Numbers 
COD and SSN changes, 1-70 
correct name not in database, 1-71 
date of death and, 1-71 
errors in the Social Security database and, 1-70 
FAFSA and, 1-69, AVG-11, AVG-12 
Freely Associated States and, 1-73, AVG-12 
incorrect name on application and, 1-71 
incorrect number, 1-26 
master death file and, 1-72 
matches, 1-26, 1-69 
missing information, 1-71 
no match on name or birth date, 1-71 
of parents, AVG-28 
pseudo-Social Security Numbers, 1-46, AVG-12 
resolving problems with matches, 1-70 
student reported the wrong SSN on the FAFSA, 
1-70 


students using the same SSN, 1-72 
Social Security tax allowances 
EFC and, AVG-40, AVG-42, AVG-45 
EFC and (table), AVG-58, AVG-66, AVG-74 
Sole possession records, 2-151 
Sole proprietorships, ownership changes, 2-92 
SPDs. See School Participation Divisions 
Special admission programs 
subsidized loan eligibility time limitation, 3-124 
Special Agricultural Worker program, 1-36 
Special education teachers, loan cancellation and, 
6-156 
Special sessions, 3-133 
Speech pathologists, cancellation of loans made to, 
6-160 
Sports. See Athletes 
Spouses 
discharge of loans for spouses of 9/11 victims, 6-168 
income and assets of, FAFSA and, AVG-14 
verification of application and, AVG-80, AVG-81 
SSA. See Social Security Administration 
SSNs. See Social Security Numbers 
Staffing issues. See also Employees 
financial aid offices, 2-40 
Stalking 
definition, 2-121 
training and prevention resources, 2-118 
Standard academic terms, 3-6, 3-9, 3-46, 3-49, 
3-71, 3-98, 3-100, 3-101, 3-105, 3-115 
Standard Occupational Classification codes, 2-20, 
2-115 
Standard of conduct 
definition, 4-3 
Standard verification group, AVG-78, AVG-91 
Standards. See also Financial responsibility standards 
admissions, 2-10 
audits, 2-63 
State Department. See U.S. Department of State 
State tax allowances 
EFC and, AVG-40, AVG-42, AVG-43, AVG-45 
EFC and (table), AVG-57, AVG-60, AVG-65, 
AVG-73 
Statement of educational purpose, AVG-34, AVG-89, 
AVG-114 
States. See also Local governments 
complaints process, 2-9, 2-28 
estimated financial assistance provided by, 3-143 
legal authorization, institutional eligibility and, 
2-7 
program reviews and, 2-160 
qualified tuition programs, AVG-18 
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“state” defined, 2-7, 4-59 
vocational rehabilitation agreements, 3-154 
Status codes 
enrollment, 2-52 
National Student Loan Data System (chart), 1-66 
verification and, AVG-95 
Stepparents, FAFSA and, AVG-24, AVG-27, AVG-31 
Stipends, employer, FAFSA and, AVG-20 
Stored-value cards 
books and supplies purchases, 4-51 
credit balances and, 4-71 
disclosure of terms, 4-71 
school-issued cards with no third-party 
involvement, 4-71 
Student activities, 2-113 
Student Aid & Fiscal Responsibility Act, 3-44 
Student Aid Internet Gateway, 2-50 
Student Aid Reports 
adding schools, AVG-93 
citizenship matches with DHS, 1-28 
citizenship matches with the SSA and, 1-26 
corrections to, AVG-8, AVG-92 
disqualifying comment codes, 4-81 
drug convictions and, AVG-13 
EFC different from the one used in the original 
calculation, 3-67 
FAFSA and, AVG-7, AVG-36 
interim disbursements and, AVG-91 
marital and tax filing status, AVG-124 
NSLDS financial aid history and, 1-56 
process dates, 4-40 
records and recordkeeping requirements, 2-148, 
6-29 
resolving discrepancies in information, 2-37 
Selective Service System registration and, 1-75 
valid information on, AVG-9 
Student athletes, completion/graduation rates, 2-127 
Student body diversity, 2-113 
Student eligibility 
ability-to-benefit tests and, 1-10 
academic qualifications, 1-6 
additional Title IV funds, 5-34 
admission standards and, 2-10 
adverse credit history and, 1-86 
Campus-Based awards, 1-87 
changes for 2016-2017, 1-1 
checking, at the time of disbursements, 4-36 
citizenship issues, 1-25 
closure of schools and, 2-164 
conditional acceptance, 1-3, 1-4 
conflicting information, 1-21 


continuing education, 1-3, 1-4 

correspondence courses, 1-24 

deferment of loan repayment and, 6-141 

distance education courses, 1-24 

drug convictions or possession and, 1-19 

elementary school enrollment and, 1-6 

enrollment status and, 1-17 

enrollment trial periods, 1-3 

Federal Supplemental Educational Opportunity 
Grants, 1-89 

Federal Work-Study Programs, 1-88 

45-day period of extended eligibility, 5-103 

gaining, 1-22 

high school diploma equivalents, 1-8 

homeschooling, 1-9 

incarcerated students, 1-21 

intellectual disabilities and, 1-5 

Iraq and Afghanistan Service Grants, 1-83, 3-45, 
3-65 

Job Location and Development Program and, 6-76 

lifetime eligibility used, 3-65 

loss of, 1-23, 5-41, 5-117 

overpayments and, 4-73 

parent borrower eligibility and, 1-84 

Pell Grants, 1-81, 3-44, 3-62, 3-65, 3-142 

Perkins Loans, 1-87 

PLUS Loans, 1-84 

post-withdrawal disbursement, separate 
determination of eligibility for, 5-41 

preparatory coursework and, 1-5, 1-84, 2-11 

process dates, 4-40 

professional judgment and, AVG-120 

program eligibility and, 2-17 

records related to, 2-144 

reestablishing, 1-17, 4-87 

regular students, 1-3, 2-10 

religious order students, 1-23 

remedial coursework, 1-4 

retaking coursework and, 1-16 

Return of Title IV Aid and, 5-103, 5-117 

satisfactory academic progress and, 1-13 

school actions when Title IV grant disbursed to an 
ineligible student, 4-88 

secondary school enrollment and, 1-6 

sources of information, 1-1 

specific educational program requirements, 1-24 

status changes and, 1-22 

Student Eligibility Codes, 1-6 

study abroad programs, 1-24 

TEACH Grants, 1-89 

teacher certification coursework, 1-5, 1-84 
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Title IV programs, 5-7 programs for, 2-22, 
worksheet, 1-19 Study abroad programs. See also Foreign schools 
zero EFC and, 3-45 consumer information concerning, 2-112 
Student Eligibility Codes, 1-6 contractual agreements and, 2-29 
Student Exchange Visitor Information System, release cost of attendance, 3-35 
of student information and, 2-152 disbursements, 3-28 
Student ledger account eligible students entitled to FSA, 2-29 
definition, 4-61 Federal Work-Study Programs and, 3-138 
Student rights loan counseling, 2-134 
citizenship and, 1-42 program eligibility, 2-26, 2-112 
completion, graduation, and transfer-out rates, student eligibility, 1-24 
2-114 types of, 2-29 
FERPA responsibilities and, 2-150 written arrangements and, 2-28 
financial aid information, 2-109 Subpoenas 
privacy of student information, 2-149 administrative subpoena authority, 2-159 
right to review educational records, 2-149 disclosures in response to, 2-152 
termination of for bad conduct, 2-56 Subsidized loans 
Students. See also Incarcerated students; specific types deadlines, AVG-93 
of students, i.e. Independent students FAFSA changes and, AVG-91 
address changes, AVG-93 failure to submit documentation, AVG-93 
assets, EFC and, AVG-43, AVG-47 loan limits, 3-92 
borrower's death before disbursement of funds, maximum eligibility period, 3-123 
4-35 150% limit, 1-85, 3-88, 3-123 
categories of, 3-135 packaging aid and, 3-146 
death of, 1-72, 2-38, 5-55, 5-86, 6-186, AVG-80, remaining eligibility period, 3-124 
C-1 requirement to offer, 3-89 
disaster-affected, 6-44 subsidized usage periods, 3-124 
identification, AVG-88, AVG-89 Subsidized usage periods, 3-124 
income, EFC and, AVG-42 Substantial gainful activity, 1-63 
mailing addresses for, AVG-11 Substantial misrepresentation, 2-139 
marital status, AVG-16 Summer terms 
notifying ED if school exceeds limitations on types cost of attendance and, 3-59 
of students, 2-100 Iraq and Afghanistan Service Grants and, 3-58 
religious order students, 1-23 minisessions, 3-60, 3-99 
responsibility for overpayments, 4-86 SUP. See Subsidized usage periods 
sources of support for children, AVG-27 Supplemental Education Grants, 1-46 
using the same SSN, 1-72 Supplemental Nutrition Assistance Program, 
who complete secondary school in a foreign AVG-23, AVG-27, AVG-87 
country, AVG-88 suggested verification text, AVG-109 
who turn out to be ineligible for aid, 2-38 verification, AVG-79 
without parent support, AVG-121 Supplies 
Students with disabilities costs in tuition and fees, 4-27 
adding program, 2-107 Pell disbursement, 3-25 
consumer information concerning, 2-112 special provisions for purchasing, 4-51 
cost of attendance, 3-35 Suspension 
definitions, 3-37 certification of, 2-41 
discharge of loans and, 6-165 checking status online, 2-41 
eligibility for loan programs, 1-5 covered transactions, 2-41, 2-42 


enrollment status, 1-18 
full-time enrollment status for, 3-46 
“intellectual disability” definition, 2-22 
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of deportation, 1-34 
of FSA participation, 2-163 
Suspension period, 4-10 
System for Award Management, 2-41, 4-5, 4-6 


T 
Take-back mortgages, AVG-18 


TANF. See Temporary Assistance for Needy Families 


TASC. See Test Assessing Secondary Completion 
Tax data 
discrepancies in, AVG-123 
EFC and, AVG-40, AVG-42, AVG-43, AVG-45 
FAFSA and, AVG-14, AVG-81 
Federal Work Study Programs and, 3-135 
Freely Associated States, AVG-83 
missing tax information, AVG-86 
prior-prior year data, AVG-14, AVG-15 
Puerto Rico tax exemption, AVG-22 
tax transcript matrix, AVG-81 
verification of, AVG-81 
Tax forms. See Forms 
Tax identification numbers, 4-4 
Tax returns 
amended, AVG-84 
FAFSA and, AVG-36, AVG-81 
filing extensions for, AVG-82 


filing status and marital status matches, AVG-124 


fiscal-year returns, AVG-18 

foreign, AVG-15, AVG-16, AVG-82 

Income Verification Express Service, AVG-82 

joint, AVG-85 

joint return filers who are no longer married, 
AVG-83 

line items from 2015 tax return (chart), AVG-81 

non-filers, AVG-83, AVG-100 

nonresident filers, AVG-86 

per computer amounts, AVG-84 

prior-prior year data, AVG-15 

proportional distribution, AVG-85 

suggested verification text, AVG-97 

tax transcripts, AVG-82 

verification of, AVG-81 


TCLI. See Teacher Cancellation Low Income program 
TEACH Grants. See Teacher Education Assistance for 
College and Higher Education Grant Program 


Teach-outs at closed school locations, 2-99, 2-166 

Teacher Cancellation Low Income Directory, 1-89 

Teacher Cancellation Low Income program, 3-81 

Teacher certification programs, 1-5, 3-108, 3-124, 
3-136 


Teacher Education Assistance for College and Higher 


Education Grant Program 
academic requirements, 1-89 
Aggregate Awards, 3-82 
agreement to serve, 1-90, 3-81 
amount of grant funds available, 1-89 
annual awards, 3-82 
basics of, 3-81 
calculating, 3-82 
cancellation of loans and, 4-21 
certification form, 3-82 
“commitment” definition, 2-97 
completion requirements, 3-21 
cost of attendance, 3-85 
crossover payment periods and, 3-82 
definitions, 1-89 
disbursements, 3-20, 3-24, 3-26, 3-31, 4-21, 5-41 
drawing down funds, 4-12 
eligibility, 1-89 
eligible programs, 1-90 
enrollment status and, 3-81 
estimated financial assistance and, 3-143 
exit loan counseling, 2-132 
formulas for, 3-82, 3-84 
grade point average and, 1-89, 1-90 
Highly Qualified Teacher fact sheet, 3-82 
highly qualified teachers and, 1-90 
homeschooled students, 1-90 
institutional eligibility, 2-13 
late disbursements, 4-40 
loan counseling, 2-132, 3-83, 4-36 
Low-income School Directory, 3-82 
needs-based aid and, 4-75 
notifications and, 4-21 
overawards, 4-75 
overpayments, 4-82, 4-93, 5-113 
packaging, 3-81, 3-145 
payment for a payment period from two 

Scheduled Awards, 3-82 
payment periods, 3-82 
program eligibility, 2-22 
re-entering students and, 3-31 
recalculating, 3-85 
receiving a grant, 1-89 
regulations regarding, 3-82 
required counseling, 3-83 
resources, 3-82 
retroactive payments and, 3-83 
return of aid, 4-53 
Return of Title IV Aid and, 5-27 
Scheduled Awards, 1-89, 3-82 
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schools without a traditional GPA and, 1-91 

sequestration and, 3-81 

servicing website, 3-82 

student eligibility, 2-23 

teacher nationwide shortage areas, 3-82 

that have been converted to Direct Unsubsidized 
Loans, 4-52 

total and permanent disability and, 1-63 

transfer students and, 1-90, 3-83 

undergraduate student definition, AVG-13 

website, 3-82 


Teacher shortage fields, loan cancellation and, 6-156 


Teachers 
for both children and adults, 6-155 
at Bureau of Indian Affairs schools, 6-153 
cancellation of loans made to, 6-152, 6-152 
at educational service agencies, 6-153 
full-time, 6-154 
Job Corps teachers, 6-155 
at low-income schools, 6-152, 6-155 
at multiple schools, 6-154 
part-time, 6-154 
preschool or pre-kindergarten programs, 6-155 
at private schools, 6-155 
in a school system, 6-155 
special education, 6-156 
in teacher shortage field, 6-156 
Technical resources and assistance, B-1 
Telecommunications courses. See Correspondence 
courses; Distance education 
Telephone numbers 
Campus-Based Call Center, 4-108, 4-126, 6-182, 
6-200 
Central Processing System, AVG-8 
COD School Relations Center, 4-105, 4-116, 
4-120, 4-126, 4-134 
Customer Care and Research Center, 1-30 
Default Resolution Group, 4-97, 5-114 
DHS’s Case Resolution Team, 1-38 
FAFSA applications, AVG-6 
Federal Student Aid contact centers, AVG-9 
Federal Student Aid Information Center, 1-70, 
2-51, 5-120, AVG-5, AVG-93 
G5 Hotline, 4-6, 4-105, 6-27 
G5 system Help Desk, 4-4, 4-108 
Inspector General hotline, 4-89 
National Student Loan Data System, 1-55, 3-123 
Nelnet, 1-62 
NSLDS Customer Support Center, 1-57 
Research and Customer Care Center, AVG-8 
Selective Service System, 1-75 


Social Security Administration, 1-69 
US. Department of State Passport Services, 1-27 
Temporary Assistance for Needy Families, AVG-23, 
AVG-27 
Temporary protected status, 1-36, 1-41 
Temporary residents, 1-36 
1040 tax forms, AVG-14, AVG-16, AVG-37 
1065 tax forms, AVG-14 
1040A tax forms, AVG-15, AVG-16, AVG-37 
1040EZ tax forms, AVG-14, AVG-15, AVG-16, 
AVG-37 
Termination 
for bad conduct, 2-56 
of FSA participation, 2-163 
of Program Participation Agreements, 2-14 
Terms 
academic (graphic), treatment of modules, 3-8 
combining concurrent terms (graphic), 3-8 
combining consecutive terms (graphic), 3-8 
combining terms, 3-7 
minisessions, 3-60, 3-99, 3-138 
nonstandard, 3-7, 3-9, 3-16, 3-21, 3-27, 3-46, 
3-53, 3-60, 3-61, 3-98, 3-110, 3-115 
nonterm programs, 3—7, 3-10, 3-11, 3-17, 3-21, 
3-27, 3-38, 3-46, 3-56, 3-110, 5-5, 5-12, 5-76 
open entry-terms, 3-7 
special sessions, 3-133 
standard, 3-9, 3-46, 3-49, 3-53, 3-71, 3-98, 
3-100, 3-101, 3-105, 3-115, 3-122 
standard academic, 3-6 
substantially equal nonstandard, 3-27 
summer terms, 3-58, 3-133 
treatment of modules, 3-8 
Terrorism, 2-152 
Test Assessing Secondary Completion, 1-8, 2-10, 
AVG-13, AVG-88 
Test-based credits, grades for, 1-14 
TEU. See Total eligibility used 
Textbook information, 2-128, 2-129, 2-132 
TFA. See Two-factor authentication 
Third parties 
cooperation with agency representatives, 2-151 
dependency overrides and, AVG-122 
housing records, 2-152 
Third-party servicers 
agreements, 4-58 
audits and, 2-59, 2-68, 2-69 
changes to, 2-107 
confirming student's eligibility, 4-37 
contracts with, 2-44, 4-58 
disbursements and, 4-36, 4-57 
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distinction from financial institutions, 4-60 
excluded entities, 2-45 
institution liability for actions taken by, 2-44 
notifying Department of Education about 
contracts with, 2-45, 4-57 
reconciliation and, 4-117, 4-131 
requirements for contracting with, 2-45 
Title IV funds, 4-7 
30-day deadline, verification and, 5-9 
Three-day rule, disbursements and, 4-11, 4-16, 4-37, 
4-104 
Tier 1 Arrangements, 4-61 
Tier 2 Arrangements, 4-66 
TIN. See Tax identification numbers 
Title I schools, cancellation of loans and, 6-160 
Title III schools 
institutions currently receiving funding, 6-22 
non-federal share requirement waiver, 6-21 
request for designation, 6-22 
Title IV programs. See also specific programs 
accounting systems, 4-153 
adjusting drawdowns, 4-10 
awarding aid when programs gain eligibility in the 
middle of a term, 3-145 
book vouchers and, 4-52 
bookstore opt out opportunity, 4-32 
institutional charges and, 4-52 
limitations to tuition and fees component, 3-36 
managing program funds, 4-3 
prior year charges and, 3-151 
recipients, definition, 5-7 
regaining eligibility after exceeding loan limits, 
4-89, 4-91 
return of aid and, 4-52, 4-102, 5-22 
separate depository accounts for, 4-14 
subsidized and unsubsidized, AVG-77 
third-party servicers, 4-7 
undisbursed aid, 5-40 
Title V schools 
institutions currently receiving funding, 6-22 
non-federal share requirement waiver, 6-21 
request for designation, 6-22 
Total and permanent disability 
assignments, 6-210 
checking discharge status with loan servicer, 1-62 
definition, 6-166 
discharge of loans and, 1-63, 6-165 
Total eligibility used, 4-83 
Transfer credits, 2-112 
Transfer-out rates, 2-114 
Transfer students 


abbreviated loan periods, 3-118 
awarding remaining Pell eligibility, 3-63 
clock-hour programs and, 5-35 
Direct Loan Program and, 3-112, 3-115, 3-118 
eligibility for additional Title IV funds, 5-34 
financial aid history, 1-61 
grade level and, 3-112 
loan limits and, 5-35 
monitoring of, 1-61, 2-53, 3-62 
overlapping academic years, 3-119 
payment periods and, 3-31, 3-62, 5-67 
Pell Grants and, 3-62 
re-entry after 180 days, 3-31 
re-entry at nonterm schools and, 5-35 
remaining loan eligibility, 3-122 
remaining loan eligibility for students who transfer 
or change programs, 3-115 
Return of Title IV Aid and, 5-29 
student completes a program and starts another at 
same school, 3-117 
TEACH Grants and, 1-90, 3-83 
transfers between programs at the same school, 
3-116 
transfers between schools, 3-115, 3-118 
Transfers of funds, Campus-Based awards and, 6-13 
Transitional certification programs, 2-21 
Travel Documents, 1-30, 1-31, 1-52 
Tribal colleges, definition, 6-159 
Tribally Controlled Colleges and Universities, 
applying for waivers, 6-23 
Trimesters, 3-6. See also Terms, academic 
Trust funds, FAFSA and, AVG-19 
Truth in Lending Act, 2-137 
Tuition. See also Cost of attendance; Fees 
cost of books and supplies, 3-34, 4-27 
discounting, 3-37 
in-state rates for active duty service members and 
family attending public institutions, 2-55 
leaves of absence and, 5-10 
prepaid tuition plans, 3-143 
recalculations and, 3-68 
waivers of, 2-67, 3-35 
Tuition recovery funds, 2-71 
Tutors, Federal Work-Study Programs and, 6-40, 
6-58, 6-59, 6-60, 6-74 
25% threshold, ownership changes and, 2-94 
Two-factor authentication, 2-51, 4-7, 6-27, 6-182 
Two plus two program, 2-27 
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U 

U-Visas, 1-36, 1-38 
UCC-1 forms, notification by, 4-15 
UEH. See Unusual Enrollment History 
UGMA. See Uniform Gifts to Minors Act 
Unaccompanied youth. See Homeless youth 
Unbooked disbursements, 4-128 
Undergraduate students 

definitions, 1-81, 2-127 

FAFSA definition, AVG-13 
Undisbursed aid, 5-40 
Unemployment benefits, AVG-119 
Unemployment compensation, AVG-30 
Unemployment insurance, AVG-32 
Unequal disbursements, 3-133, 3-136 
Uneven disbursements, 3-25 
Uniform Commercial Code Forms, 4-15 
Uniform Gifts to Minors Act, AVG-18 
Uniform Transfers to Minors Act, AVG-18 
United States Travel Document, 1-52 
United States Travel Documents, 1-30, 1-31 
Unsubsidized loans 

aggregate loan limits, 3-129 

criteria for additional loans, 3-109 

loan limits, 3-87, 3-92, 3-108 

requirement to offer, 3-89 

substituting funds for EFC, 3-147 
Untaxed income, AVG-21, AVG-86 
Unusual enrollment history, 1-58 
Updates. See Application updates 
US. citizens, 1-26, 1-40. See also Citizenship 
US. Citizenship and Immigration Services 

comments, 1-41 

documenting immigration status in later award 

years, 1-47 

G-845 form and, 1-30, 1-37 

images of travel documents, 1-50 

interpreting the response from, 1-39 

lack of response, 1-41 

replacing lost DHS documents and, 1-48 

responses, 1-38, 1-39 

retires red ink for secure stamps, 1-29 

role of, 1-25 

travel documents, 1-30 

website, 1-25, 1-28, 1-38, 1-48 
U.S. Customs and Border Patrol, 1-29, 1-30, 1-51 


US. Department of Defense. See also Armed services 


EFC match, AVG-38 


US. Department of Education 


approval for 300-600 clock-hour programs, 2-106 

“Audit Guide, Audits of Federal Student Aid 
Programs at Participating Institutions and 
Institution Servicers” definition, 2-68 

citizenship matches with the Social Security 
Administration, 1-25 

College Affordability and Transparency Center 
website, 2-111 

consumer information from, 2-111 

credit balances and, 4-54 

crime and fire data website, 2-122 

Family Policy Compliance Office website, 2-152 

Financial Aid Shopping Sheet, 2-114 

Gainful Employment Disclosure Template, 2-116 

gainful employment programs and, 2-115 

HEAL program processing and consolidation, 
3-96 

limitations imposed by, 2-163 

mailing address, 2-73, 2-92, 4-112, 5-111, 6-123, 
6-124, 6-128, 6-207, 6-210 

notification of changes to the E-App, 2-12 

notification of failure to satisfy the 90/10 rule, 
2-65 

notifying about third-party servicer contracts, 
2-45, 4-57 

notifying if school exceeds limitations on types of 
students, 2-81, 2-100 

ownership changes and, 2-98 

program reviews, 2-157 

reconciling ED and school records, 4-129, 4-140 

reporting campus security and fire data to, 2-118 

reporting EADA data to, 2-127 

reporting information security breaches to, 2-155 

Return of Title IV Aid to, 5-107 

returning funds from FFEL loans purchased/ 
serviced by, 5-99 

Teacher Cancellation Low Income Directory, 1-89 

temporary approval for continued participation, 
2-97 

website, 2-119, 2-161 

when a check is considered issued, 4-17 

written approval from, 2-101 


US. Department of Health and Human Services, 


1-33, 2-153 


US. Department of Homeland Security 


Case Resolution Team, 1-38 
citizenship issues, 1-25, 1-28 
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replacing lost DHS documents, 1-48 
verification numbers, 1-37 
US. Department of Justice 
ex parte orders and, 2-152 
voter registration requirements, 2-142 
website, 2-119 
US. Department of State 
machine readable immigrant visas, 1-30, 1-54 
Passport Services address and telephone number, 
1-27 
website, 1-27 
US. Immigration and Customs Enforcement, release 
of student information and, 2-152 
JS. nationals, 1-26. See also Citizenship 
.S. passport cards, 1-27, 1-49 
.S. passports, 1-27, 1-49 
S. Virgin Islands, AVG-15, AVG-37 
SCIS. See U.S. Citizenship and Immigration 
Services 
UTMA. See Uniform Transfers to Minors Act 


cCccaqadacgc 


Vv 
Vaccination policy, information about, 2-113 
VASWSAP. See Veterans Affairs Student Work-Study 
Allowance Program 
VAWA. See Violence Against Women Act 
Verification 
acceptable documentation, AVG-80 
adding schools, AVG-93 
adjusted gross income, AVG-81 
after documentation is complete, AVG-92 
aggregate verification group, AVG-79, AVG-88 
by another school, AVG-80 
applications and information to be verified, 
AVG-78 
child support paid, AVG-79, AVG-88 
conflicting information, AVG- 123 
correcting errors, AVG-90, AVG-92 
custom verification group, AVG-79, AVG-88 
deadlines for submission of required documents, 
5-8, AVG-93 
death of a student, AVG-80 
definitions, AVG-77 
documentation requirements, AVG-81 
electronic signatures, AVG-84, AVG-88 
exclusions, AVG-80 
explaining requirements for, 2-110 
FAFSA information changes, AVG-91 
failure to submit documentation, AVG-93 
filing an amended tax return, AVG-84 


following disasters, AVG-79 

foreign returns, AVG-83 

HEROES Act and, AVG-79 

high school completion, AVG-88 

homeless youth, AVG-125 

household resources group, AVG-79, AVG-91 

household size, AVG-87 

identification requirements, AVG-89 

interim disbursements, AVG-91 

of joint tax returns, AVG-85 

late disbursements, AVG-94 

notary certificate of acknowledgement, AVG-116 
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online assessment module, AVG-79 

online notary services, AVG-89 

online questions and answers list, AVG-79 

parent remarriage after applying, AVG-90 

parents unavailable and, AVG-81 

Pell Grants, AVG-94 

photo identification, AVG-89 

post enrollment, AVG-80 

qualified rollovers, AVG-83 

Quality Assurance Program, AVG-95 

reporting results, AVG-79 

required policies and procedures, AVG-77 

Return of Title IV Aid and, 5-8 

selection after disbursement, AVG-92 

selection after professional judgment, AVG-84 

signature requirements, AVG—36 

SNAP benefits, AVG-87 

spouse unavailable and, AVG-80 

Standard verification group, AVG-78, AVG-91 

statement of educational purpose, AVG-89 

status codes, AVG-95 

suggested verification text, AVG-95 

tax documents, AVG-83 

of tax information, AVG-81 

30-day deadline and, 5-9 

timing of signature, AVG-88 

tracking groups, AVG-78 

untaxed income, AVG-86 

updated information, AVG-90 

using joint return to figure individual AGI and 
taxes paid, AVG-85 


Verification of Nonfiling Letter, AVG-83 
Veterans 


National Guard members, AVG-25 

Principles of Excellence for Educational 
Institutions Serving Service Members, Veterans, 
Spouses, and Other Family Members, 2-58 

Reserve members, AVG-25 
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status matches, 1-78, AVG-26 
status of, AVG-24, AVG-25, AVG-26 
total and permanent disability discharge of loans 
and, 1-63 
Veterans Affairs Student Work-Study Allowance 
Program, 3-153 
Veterans’ benefits. See also Armed services; Iraq and 
Afghanistan Service Grants 
educational, 2-55, 3-153, AVG-22, AVG-26 
noneducational, 3-153, AVG-22 
packaging, 3-153 
Victims of human trafficking, 1-33 
Victims of Trafficking and Violence Protection Act, 
1-33 
Violence Against Women Act, 1-33, 1-41, 2-119, 
2-120 
Virgin Islands. See U.S. Virgin Islands 
Visas 
Machine Readable Immigrant Visas, 1-30, 1-54 
nonimmigrant, 1-35 
student, 1-76 
Vocational institutions. See Post-secondary 
vocational institutions 
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Voluntary consent requirements, 2-153, 4-25 
Volunteer services, cancellation of loans, 6-164 
Voter registration requirements, 2-142 
VTVPA. See Victims of Trafficking and Violence 
Protection Act 
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W-2 forms, AVG-15, AVG-21, AVG-22, AVG-83 
Wages. See Earnings 
Waivers 

audit requirements, 2-61 

audits required at the end of the waiver period, 

2-61 

completion/graduation rate calculation, 2-127 

cost of attendance, 3-35, 3-41 

effects on institutional charges, 5-97 

example of, 5-97 

incarcerated student limitation, 2-80 

institutional charges and, 5-16 

nonfederal share and, 6-21 

qualifying for, 2-62 

rescinding, 2-61 

of tuition, 2-67, 3-35 
Wards of the court, dependency status and, AVG-25 
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Websites 
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Central Processing System, AVG-8 
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College Affordability and Transparency Center, 
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College Navigator, 2-114 
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crime and fire data, 2-122 
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Family Policy Compliance Office, 2-152 

Federal Student Aid, 1-1, 3-1 
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2-114 
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3-123 
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Social Security Administration, 1-69 
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U-Visas, 1-38 
US. Citizenship and Immigration Services, 1-25, 
1-28, 1-38, 1-48 
US. Customs and Border Patrol, 1-30 
US. Department of Education, 2-119, 2-161 
US. Department of Health and Human Services, 
2-153 
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contractual agreements, 2-26 
definitions, 2-27 
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Written policy, for leaves of absence, 5-11 


x 
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This publication is intended for college financial aid administrators 
and counselors who help students begin the aid process—filing the 
Free Application for Federal Student Aid (FAFSA®), verifying infor- 
mation, and making corrections and other changes to the informa- 
tion reported on the FAFSA. 


hroughout the Handbook we use “college,” “school,” and “institution” 

interchangeably unless a more specific use is given. Similarly, “student,” 
“applicant,” and “aid recipient” are synonyms. “Parents” in this volume 
refers to the parents of dependent students, and “you” refers to the primary 
audience of the Handbook: financial aid administrators at colleges. “We” 
indicates the U.S. Department of Education (Department, ED), and “federal 
student aid” and “Title IV aid” are synonymous terms for the financial aid 
offered by the Department. 


We appreciate any comments that you have regarding the Applica- 
tion and Verification Guide (AVG), as well as all the volumes of the Federal 
Student Aid Handbook. We revise and clarify the text in response to ques- 
tions and feedback from the financial aid community, so please contact us 
at fsaschoolspubs@ed.gov to let us know how to improve the Handbook so 
that it is always clear and informative. 


CHANGES FOR 2016-2017 

We added a sentence on page 14 about the change to using “prior-prior 
year” (where the base year is one prior to what is currently used) financial 
information on the FAFSA beginning next year in 2017-2018. 


We added a margin note on page 15 emphasizing the importance of stu- 
dents and parents using the IRS Data Retrieval Tool for both the 2016-2017 
and 2017-2018 award years. This will minimize conflicting information that 
can result because both years will use 2015 tax year data due to the advent of 
the use of prior-prior year data and the Early FAFSA, which, beginning in 
2017-2018, will allow students to file the FAFSA three months earlier. 


On page 22 we added a margin note on how to treat a recently enacted 
exemption to income taxation in the Puerto Rico Internal Revenue Code. 


We removed the margin note on page 23 giving examples of in-kind 
support, which is typically excluded from the EFC calculation. Some of 
the examples appear elsewhere, and others were welfare benefits that were 
excludable on that basis. 
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On page 25 we moved the text about basic training, or boot camp, to 
another place in the paragraph to emphasize that for former members of the 
military who did not go beyond basic training, veteran status only accrues to 
those who were active duty members of the military—not to National Guard 
members or reservists, who, to count as veterans, must have been called up to 
active duty by presidential order for a purpose other than training. 


On page 26 we added a section at the bottom of the page that gives 
examples of documentation of the former foster youth status that students 
might provide if they indicate on the FAFSA that they were foster children 
since the age of 13 and if you have reason to confirm that status. 


We updated the guidance on page 29 about foster children and moved it 
into the margin of page 33. While most foster children still do not count in 
the household size, we note now that those in “kinship foster care” can count 
if they reside in the same household with the foster parents, who receive no 
benefits for them and pay more than half of their support. 


On page 30 under dislocated worker, we added two new categories: 
spouses of active duty members of the U.S. Armed Forces in certain circum- 
stances are considered dislocated workers. 


In response to concerns that some schools used the list of colleges that 
students put on their FAFSA for purposes unrelated to awarding student aid, 
we now limit the school information on the ISIR. See the margin of page 33. 


We added a clause in bold type on page 34 emphasizing that high school 
counselors or college aid administrators signing the FAFSA on behalf of a 
parent must give with their signature their title and a reason for serving as a 
proxy. If they do not take this step, the FAFSA will not be processed. 


On page 78 we added guidance in the margin about cases when a student 
switches from one Verification Tracking Group to another. 


We noted on page 79 that tracking group V3 is now reserved and is no 
longer the child support paid group. We determined that verifying only child 
support paid did not typically result in significant changes to the EFC. 


We added a margin note on page 81 about the tax transcript matrix, 
which cross-references certain verifiable items from the FAFSA, the various 
tax returns, and the tax transcript. The matrix was initially released on March 
23, then corrected and rereleased on May 4. 


In the margin of page 82 we updated the note to show that the IRS has 
reinstated the Get Transcript Online service, which permits users to submit 
identifying information on the IRS’s website and get a PDF of their transcript 
at once. 


On page 84 we give guidance that if a tax transcript is not available free 
of charge to someone who filed a non-IRS tax return, he or she may use a 
copy of the return. 
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On page 86 we noted in the paragraph on filers who did not keep a copy 
of their tax information that they must submit, in addition to W-2 forms 
or similar documentation, a signed statement that they did not keep a copy 
of their tax information and a statement from the relevant taxing authority 
affirming that it cannot find the filer’s tax information. 


We put a margin note on page 88 mentioning that there are rare occa- 
sions when a refugee, asylee, or victim of human trafficking who is unable 
to get high school documentation from her home country may self-certify 
completion of high school. 


We added a sentence on page 89 noting that a school ID, even one issued 
by a state university or college, is not sufficient for verifying identity. Also on 
that page, we note that a self-certification is not acceptable documentation of 
student high school completion, though a copy of form DD 214 can be, and 
that if you verified high school completion for a student in a previous year, 
you do not need to do it again. 


Also on that page, we modified the margin note about ATB alternatives 
to show the most recent relevant DCL, GEN-16-09. We cited GEN-12-09 for 
guidance about grandfathered ATB provisions and the electronic announc- 
ment from June 24, 2015, for the current list of ATB tests. 


We changed the guidance in the margin note on page 91 pertaining to 
disbursing unsubsidized aid in certain cases. It now applies to verification for 
groups V1 and V6, and the treatment of the disbursed aid when verification 
is not completed is different. 


On page 96 we put in the margin note that the Quality Assurance Pro- 
gram will conclude at the end of this award year on June 30, 2017. 


In the electronic announcement on November 18, 2015, in which we 
provided the sample verification text for 2016-2017, we did not include 
a sample verification document, so there is no longer one at the end of 
Chapter 4 either. 


On page 122 we added an example of a dependency override to empha- 
size (1) that students who are refugees from war-torn or turbulent countries 
might present circumstances that warrant a dependency override and (2) that 
there might be challenges in obtaining documentation of such situations. 
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The Application 
Process: FAFSA 


to ISIR ¢& ns 


The laws governing the Federal Student Aid (FSA) programs require that a person ap- 
ply for aid with a form provided by the U.S. Department of Education (ED) and that 
no fee be charged for processing it. This form is the Free Application for Federal Student 
Aid (FAFSA®), and its online version is FAFSA on the Web™ (FOTW?) 


o be considered for federal student aid, a student must complete a 

FAFSA. It collects financial and other information used to calculate the 
expected family contribution (EFC) and to determine a student's eligibility 
through computer matches with other agencies. 


The FAFSA is the only form students must fill out to apply for Title IV 
aid. A school cannot require extra information from students except for 
verification or resolution of conflicting information. However, a school may 
require additional information for other purposes, such as packaging private 
or institutional aid. If the school collects additional information that affects 
Title IV eligibility, it must take the information into account when awarding 
Title IV aid. 


TYPES OF APPLICATIONS 
Most students use FAFSA on the Web to apply for federal student aid, but 
there are other options. 


FAFSA on the Web (FOTW) 

Students can complete an application online at www.fafsa.gov and send 
it directly to the Central Processing System (CPS). They can also correct any 
of their previously submitted data. Help is available for students online or by 
calling the Federal Student Aid Information Center (FSAIC) at 1-800-4-FED- 
AID (1-800-433-3243). 


FAA Access to CPS Online 

You can submit a student’s application data at FAA Access to CPS 
Online (https://faaaccess.ed.gov). You can also connect to the site through 
EDExpress. 


Before submitting the data, print the signature page/FAFSA summary for 
the student (and parent if appropriate) to sign, or have the student fill out and 
sign a paper FAFSA. As noted at the end of Chapter 2, you will need to retain 
either the signed signature page/summary or signed FAFSA for your records, 
even if the student doesn’t receive aid or attend your school. 
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FAFSA on the Web worksheet 

To make using the Web application 
easier, ED makes available the FAFSA 
on the Web worksheet. The worksheet 
can be printed from the website, and 
schools can order bulk quantities on the 
Web at www.fsapubs.gov. 


Advantages of electronic filing 
We strongly recommend electronic 
applications over the paper FAFSA be- 
cause of the following benefits: 

- Faster processing 

« Fewer errors and rejected applications 
because internal and end-of-entry data 
edits ensure that required fields are 
completed and conflicts are resolved 
prior to submission 

« Skip logic, which helps “shorten” the 
form by allowing applicants to skip over 
questions that don’t pertain to them 

- Availability of online help 
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Websites for students 
www.fafsa.gov 

FAFSA on the Web 

Make corrections to the application 
Check status of application 

Online SAR 

—>FAFSA4caster, which allows future 
college students to estimate what their 
EFC might be and what kind of federal 
student aid they might be eligible for 
when they apply for aid 


https://fsaid.ed.gov 
FSA ID website 


https://studentaid.ed.gov 
Higher education portal for students 


https://www.nslds.ed.gov 
Students’ loan database 


https://studentloans.gov 
Loan information and counseling 


https://teach-ats.ed.gov 
TEACH Grant website 


FAFSA filers under the age of 13 
Because the Children’s Online Privacy 
Protection Act (COPPA) of 1998 prohib- 
its any entity, including a government 
agency, from electronically conduct- 
ing business or communicating with a 
person under age 13, applicants who 
are 12 or younger cannot complete 
FAFSA on the Web. Also, a regular paper 
FAFSA submitted by such an applicant 
will be rejected for technical reasons 
unrelated to COPPA. Such students 

will instead need to submit a COPPA 
Compliant Special Handling FAFSA for 
special processing. The student's parent 
or guardian, financial aid administrator, 
or high school counselor must request 
this special FAFSA by calling FSA at 
(202) 377-3889 or sending an e-mail 

to Lisa.D.Washington@ed.gov. We will 
mail the application with a specially ad- 
dressed envelope to the address of the 
parent or guardian. After the FAFSA is 
submitted, it will be processed and a 
paper SAR will be sent to the student 
and a regular ISIR will be sent to schools. 
See the electronic announcement from 
7/18/14 for more information. 
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Paper FAFSA 

Schools can place limited orders (at www.fsapubs.gov) of the paper 
FAFSA. Students can request single copies from the FSAIC by calling 1-800- 
433-3243. Another paper option is the PDF FAFSA, which students can get 
at the FOTW site. They can print the PDF and fill it out by hand, or they can 
type their data on the PDF before printing and mailing it. 


FAFSA on the phone 

Students who have limited or no Internet access and face pressing 
deadlines can choose to complete and submit their application by call- 
ing 1-800-433-3243, telling a representative they would like to fill out their 
FAFSA over the phone and providing their information. This typically takes 
about half an hour. Students will receive a paper student aid report (SAR) 
7-10 days later, which they (and their parents, if appropriate) must sign and 
return. Because this is not the preferred method to apply for aid, it should be 
used sparingly and only by those students identified above. 


FSA ID 

The FSA ID removed the need for the personal identification number 
(PIN) and the use of personal identifiers such as name, birthdate, and Social 
Security number. Students (and parents) use the FSA ID to log on to FAFSA 
on the Web and other FSA websites—the National Student Loan Data Sys- 
tem (NSLDS), StudentLoans.gov, Studentaid.gov, and the TEACH Grant 
website—with a username and password they create. 


The changeover from the PIN to the FSA ID occurred on May 10, 2015. 
When users first log on to one of the above sites, they will be asked to create a 
username and password. If they have a PIN, they will have the option to link 
it to their new FSA ID, which will allow them to immediately use the ID on 
the above websites rather than wait 1-3 days while their identifying informa- 
tion is confirmed. See the electronic announcement from May 22, 2015, for 
more information. Students and parents can find out more about the ID, and 
can create one, online at StudentAid.gov/fsaid. 


Renewal FAFSA 

A student who has received an FSA ID and who the year before had 
a successful match on Social Security number (SSN), name, and date of 
birth with the Social Security Administration (SSA) is eligible for a renewal 
FAFSA. When he logs on to FOTW, he will be asked if he wants to pre-fill 
some of the application with data from the prior year. By choosing this op- 
tion, he can review each pre-filled item, correct any that has changed, and 
provide new information as needed. If an aid administrator’s school does 
not appear on the renewal application, she can use the student’s data release 
number (DRN) to access the application on FAA Access. 


In January 2016, renewal-eligible students automatically received a re- 
newal reminder by e-mail if they provided an e-mail address in the previous 
application year. The reminder tells students that they can reapply for aid on 
the Web. 
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PROCESSING THE FAFSA 

Paper FAFSAs go to the FAFSA processor for data entry and then to the 
CPS. Applications that are signed and submitted on the Web go directly to 
the CPS. If a Web applicant indicated she would sign electronically later or 
send a paper signature page, her FAFSA goes to a signature hold file for up to 
14 days. If some type of signature is not received in that time, the application 
will be sent to the CPS but will be rejected; it won't be processed again until a 
signature is received. 


The CPS uses application data to calculate the EFC and to match against 
several databases: those of NSLDS, the Department of Defense, the Depart- 
ment of Justice, the SSA, and the Department of Veterans Affairs, as well as 
the Department of Homeland Security’s database of noncitizens and the Se- 
lective Service System registration database. 


The CPS also checks the application for possible inconsistencies and 
mistakes. For instance, if a dependent student reported the parents’ mari- 
tal status as married but reported the household size as “2,” the edit checks 
would catch the inconsistency. Even when data is inconsistent, the CPS may 
be able to calculate an EFC based on assumptions. For applications that your 
school submits through FAA Access, you can anticipate certain assumptions 
and correct or override information on the student’s FAFSA submission. 
Students who submit applications using FOTW can also correct or override 
some of the CPS edits before submitting the application. 


OUTPUT DOCUMENTS: THE SAR AND ISIR 

After processing is complete, the CPS produces output documents or 
records that show the information the student originally provided, the EFC, 
the results of the eligibility matches, and information about any inconsisten- 
cies identified through the CPS edits. If the CPS was unable to calculate an 
EFC, the output record will not show one. 


FAFSA on 
the Web 


FAA Access 
Processor puis Matches 


Social Security 
DHS 
NSLDS 
DOD 
DOJ 
Selective Service 
Veterans Affairs 


Central Processing 
System (CPS) 
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Renewal FAFSA and students 
from Palau, the Marshall Islands, 
and Micronesia 

Because students from the above Pa- 
cific islands, known collectively as the 
Freely Associated States, are not eligible 
for an FSA ID (for lack of an SSN), they 
can't pre-fill data on FAFSA on the Web. 
But an FAA can use FAA Access to CPS 
Online to enter and access renewal 
applications for these students if they 
meet the renewal application eligibility 
requirements. 


Renewal FAFSA reminders 
For more information see the electronic 
announcement on 1/25/16. 


FAFSA on the Web demo 

You can use the FAFSA on the Web 
demonstration to train financial aid staff 
or to show students how to use the on- 
line application. Go to 
http://fafsademo.test.ed.gov and 

type in eddemo for the user name and 
fafsatest for the password. 


From FAFSA 
to SAR/ISIR 
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2016-2017 Summary of Changes 
for the Application Processing 
System 

Go to www. ifap.ed.gov and select 
Publications > Summary of Changes for 
the Application Processing System > 
2016-2017. This is posted in autumn. 


Sk Resources for aid 
administrators 

For CPS technical support and 
questions about EDconnect, EDExpress, 
and Renewal FAFSAs, call or e-mail CPS 
customer service: 

1-800-330-5947 

TDD/TTY 1-800-511-5806 
CPSSAIG@ed.gov 


For technical systems publications, go 
to www.fsadownload.ed.gov and click 
on “Technical References and Guides.” 


For questions about Title IV programs, 
regulations, and policies, call or e-mail 
the Federal Student Aid Research and 
Customer Care Center (RCCC): 
1-800-433-7327 

9:00 a.m.—5:00 p.m. (ET), M-F 
fsa.customer.support@ed.gov 
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There are two types of output documents: the Institutional Student In- 
formation Record (ISIR), which is made available electronically to the schools 
the student listed on the FAFSA (or added later) and their state agency, and 
the Student Aid Report (SAR), which is sent to the student or made available 
to her online. 


You will receive an ISIR for the student only if she includes your school 
on her FAFSA. If your school is not listed, you can request an ISIR for her 
through FAA Access by adding your federal school code if you have her 
DRN, which authorizes your access to the student’s application information. 
The DRN appears in the upper right corner of the first page of the SAR and 
at the top of some of the correctable pages. 


You are required to receive ISIRs and to accept SARs from students, but 
you cannot require them to submit SARs in order to receive aid. If you don’t 
have an ISIR for a student, your federal school code must be added to her 
record so an ISIR is sent to you. We recommend making corrections elec- 
tronically via FOTW (the student) or FAA Access (the school); however, you 
can require students to use a SAR to make corrections. If you don’t have an 
ISIR for a student who provided a SAR or SAR Acknowledgement, you must 
use the SAR or the acknowledgement to award and disburse the student aid. 
Again, you must also ensure that your school code is added to the student’s 
CPS record (see page 92). 


The SAR arrives in one of three ways. (1) Students who give an e-mail 
address, whether on a paper FAFSA or an electronic application (FOTW or 
FAA Access), will receive an e-mail with a link to an online SAR they can 
access. (2) Students who don’t give an e-mail address and who apply with a 
paper application will receive a paper SAR. (3) Students who apply electroni- 
cally and don’t provide an e-mail address will receive a SAR Acknowledge- 
ment, which has fewer and less detailed comments than the SAR and which 
can’t be used for corrections as the SAR can. Ifa student or parent signature 
is missing, students will receive a paper SAR, which they must sign and re- 
turn for processing to continue. 


The SARs and ISIRs include comment codes and text explaining any 
questionable results from the matches and edits described here. For some of 
these there will also be a C code, which you must resolve before paying the 
student aid. For instance, if a student has defaulted on a federal student loan, 
the SAR and ISIR will note this in several places, including comments to the 
student and the NSLDS financial aid history page. 


For other problems, the SAR and ISIR will show that the student’s ap- 
plication has been rejected and no EFC has been calculated. The SAR will 
tell the student how to remove the reject by providing signatures or more 
information or by correcting errors. Reject codes are given in the FAA In- 
formation section, and a complete list of reject codes is in The ISIR Guide 
2016-2017 at www.ifap.ed.gov. 
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DEADLINES 

The application processing cycle lasts 18 months. For the 
2016-2017 award year, applications are accepted beginning January 1, 2016, 
and will be accepted through June 30, 2017. 


The CPS must receive a student’s electronic FAFSA by June 30, 2017. 
A paper FAFSA must be legible, and it must be mailed to the Federal Stu- 
dent Aid Programs address listed on the FAFSA in time for the processor to 
receive it by June 30, 2017. There are no exceptions to these deadlines. An 
electronic application cannot be received before January 1, 2016, and if it 
is received after June 30, 2017, it will not be processed. A paper application 
received before January 1, 2016, or after June 30, 2017, will be returned un- 
processed with a letter of explanation. If it is signed before and received after 
January 1, 2016, it will be accepted, but the student will receive a rejected 
SAR asking him to date and re-sign the SAR and return it for processing. 


For other deadlines pertaining to corrections, changes, disbursements, 
and verification, see the official deadline notice of April 4, 2016, for the 2016- 
2017 award year. It will provide all the processing deadline dates and will be 
available on the IFAP website under “Federal Registers.” For these deadlines, 
the date the CPS processed the ISIR transaction is considered to be the date 
the institution received the ISIR. On the SAR, SAR Acknowledgement, and 
ISIR printout, the processed date is above the EFC on the first page. 


Reach FSA 

You can call a single toll-free number, 
1-855-FSA-4-FAA (1-855-372-4322), to 
reach any of the following FSA contact 
centers for schools: 

+  Campus-Based Call Center 

* — CPS/SAIG technical support 

« COD School Relations Center 


eZ-Audit Help Desk 

« — Research and Customer Care 
Center (RCCC) 

+ — Foreign Schools Participation Divi- 
sion 

+ G5 Hotline 


NSLDS Customer Support Center 
+ — Nelnet Total and Permanent Dis- 
ability Servicer 
+ — School Eligibility Service Group 


At this single number you can get more 
information about the various call cen- 
ters or connect directly to the center 
you need. The separate phone numbers 
for all the centers remain, and you can 
use those to call the centers directly. 


Valid SAR or ISIR definition 

A SAR or ISIR on which all the informa- 
tion reported on a student's FAFSA is ac- 
curate and complete as of the date the 
application is signed. 

34 CFR 668.2 
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Filling Out the FAFSA & CHAPTER 


The FAFSA is the first step in the financial aid process. Because it’s important 
to complete the form correctly, this chapter discusses some of the more 
difficult questions that arise. While the chapter more closely follows the 
organization of the paper application, the guidance applies equally to FAFSA 
on the Web™ (FOTW). To see how FAFSA data are used to calculate the 


expected family contribution, refer to Chapter 3. 


he FAFSA is organized as steps, each consisting of a group of related 

questions. There are also instructions on how to fill out the form. The 
guidance in this chapter supplements those instructions, and students can get 
similar advice on filling out the FAFSA online at www.studentaid.ed.gov. 


The parents mentioned are those of dependent students. The numbers in 
parentheses are for the items as they appear on the SAR, ISIR, paper FAFSA, 
and FAA Access. As of the date the FAFSA is signed, it is considered a “snap- 
shot” of the family’s information that can be updated only in certain circum- 
stances and only for certain items; see Chapter 4. 


STEP ONE: GENERAL STUDENT INFORMATION 

Purpose: This step identifies the student and establishes his aid eligibility 
based on factors such as citizenship, educational level, and Selective Service 
registration (see also Volume 1: Student Eligibility). Some questions are 
included to help the school package awards and to eliminate the need for 
students to fill out a separate state or school financial aid form. 


M@ Student’s name (1-3). The name, along with other identifying 
information, is used for several data matches. Because the U.S. 
Department of Education (ED) matches the student’s name and Social 
Security number (SSN) with the Social Security Administration (SSA), 
the name here should match the one in the SSA’s records, i.e., as it 
appears on the student's Social Security card. 


M@ Permanent mailing address (4-7). This is the student’s permanent 
home address, with two exceptions: incarcerated students should use 
the address of the facility they are in, and homeless youth should use 
a mailing address where they can reliably receive mail. That can be 
the address of a relative or friend who has given them permission to 
use it, or it can be their school’s address as long as they have contacted 
the school for permission and instructions for insuring that mail they 
receive at the school reaches them. As soon as incarcerated and home- 
less students have more permanent housing, they should update their 
address on the FAFSA. 
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Paper FAFSA steps 

Step One—General student 
information 

Step Two—Student/spouse income 
and assets 

Step Three—Dependency status 

Step Four—Parents’ information 
(dependent students only) 

Step Five—Independent student data 

Step Six—School information 

Step Seven—Signature(s) 


Completing the FAFSA 
Information for students is online at 
www.studentaid.ed.gov/resources. 
You may want to link to this reference 
from pages that students use on your 
website. Scroll down the page for the 
Completing the FAFSA brochure. You 
can also download FAFSA on the Web 
graphics to use on your website: 
http://studentaid.ed.gov/about/link. 
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STEP 1 
Questions 8-23 
Student information 


The SSN and certain Pacific 
island residents 

Persons from the Republic of the Mar- 
shall Islands, the Federated States of 
Micronesia, or the Republic of Palau 
(the Freely Associated States or FAS) 
typically do not have SSNs. Students 
who are filling out a FAFSA for the first 
time and who indicate that their state 
of legal residence is one of the above 
Pacific island groups should enter “666” 
for the first three digits of their SSN, and 
the CPS will assign them an identifica- 
tion number. Students from the FAS 
who have submitted a FAFSA before 
and were issued such a pseudo-SSN will 
enter it in the SSN field. It is important 
that they use the same number on 
all subsequent FAFSAs because it al- 
lows for more accurate information on 
Pell Grant lifetime eligibility used. See 
the relevant electronic announcements 
from 10/7/11 and 11/20/13. 


Same-sex marriage and the 
FAFSA 

In 2013, in United States v. Windsor, the 
Supreme Court ruled that Section 3 of 
the Defense of Marriage Act (DOMA) 
was unconstitutional because it violates 
the principles of due process and equal 
protection. As a result, same-sex cou- 
ples who have married in a domestic or 
foreign jurisdiction that recognizes the 
marriage should complete the FAFSA as 
a married couple regardless of whether 
the jurisdiction in which they reside or 
the student attends school recognizes 
the marriage. This applies to indepen- 
dent students and to the parents of de- 
pendent students. See DCL GEN-13-25 
for more information. 
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M Student’s SSN (8). With the exception noted in the margin, a 


student must have an SSN to apply for federal student aid. If she 
submits a FAFSA without an SSN, the FAFSA will be returned to her 
unprocessed. To get an SSN or to determine what the number is if the 
Social Security card was lost, she must contact the local Social Security 
Administration (SSA) office. Call the SSA at 1-800-772-1213 (TTY: 
1-800-325-0778) for more information. 


The student should be careful when entering her SSN. Although it 

can be corrected after the FAFSA is processed, the number originally 
entered will always be used as her ID, and it is likely to cause confusion 
and extra work for the financial aid administrator if it doesn’t match 
the student’s SSN. While not required, the student can solve the 
confusion by filing a new original FAFSA using the correct SSN. 


Student’s e-mail address (13). If the student provides this address, he 
should get an e-mail with a link to his online SAR data within one to 
three days after the CPS receives his application. The Department will 
also use this e-mail address to correspond with him regarding his ap- 
plication and FSA ID. 


Citizenship status (14). Examples of eligible noncitizenship categories 
are given in the FAFSA instructions, and a detailed discussion of 
citizenship issues can be found in Volume 1: Student Eligibility. Only 
US. citizens or certain classes of noncitizens are eligible for Title IV 
aid; however, a student should still submit the FAFSA if she might be 
eligible for aid from institutional, state, or private sources that do not 
require U.S. citizenship. 


Student’s marital status (16 and 17). This is marital status “as of 
today”—the day the application is signed. Marital status cannot be 
projected. It can be updated in limited circumstances; see Chapter 4. 


Student’s state and date of legal residence (18-20). This information 
is used in the EFC calculation to determine the appropriate allowance 
for state and other taxes. 


It also indicates which state agency should receive the student’s FAFSA 
information. States have varying criteria for determining whether 

the student is a resident for purposes of their financial aid. However, 
residing in one state for five years will meet any state's criteria. 
Therefore, a person answering “Yes” to Question 19 will likely meet the 
residency requirements of the state reported in Question 18, while the 
state eligibility for a person answering “No” will depend on the date 
reported in Question 20 and the state’s requirements. 


Conviction for possessing or selling illegal drugs (23). Students 
convicted of a federal or state offense of selling or possessing illegal 
drugs that occurred while they were receiving federal student aid 
should still complete and submit the FAFSA because they may be 
eligible for federal aid, and even if they aren't, they may be eligible for 
state or institutional aid. 


FSA HB May 2016 


Glossary/Acronyms CFR DCL 


Chapter 2—Filling Out the FAFSA 


FSA HB May 2016 


Students who fill out their FAFSA online and answer “Yes” to Question 
23 will immediately receive a series of questions to determine their 
eligibility. 


Students who fill out a paper FAFSA and answer “Yes” to this question 
will receive a worksheet with their SAR to determine whether the 
conviction affects their eligibility for federal student aid. If the date 
they regain eligibility falls before July 1, 2016, the worksheet will 
instruct them to change the response to a “1,” indicating full eligibility 
for the award year. If the date falls between July 1, 2016, and June 30, 
2017, they will not be eligible for part of the award year and will need 


to change the response to a “2.” 


If the date falls after June 30, 2017, the students’ response will remain 
a “3” They will not be eligible for federal aid during the entire award 
year unless they complete a qualified drug rehabilitation program or 
pass two unannounced drug tests given by such a program. For more 
information, see Volume 1: Student Eligibility. 


Students who leave Question 23 blank cannot be paid Title IV aid until 
they respond by submitting a corrected SAR or ISIR. 


Highest level of school completed by student’s parents (24 and 

25). Some state agencies use this information to award grants and 
scholarships. Father and mother are defined here as the student's 

birth or adoptive parents but not stepparents, guardians, or foster 
parents. This definition is unique to these questions—all others use the 
definition on page 27. 


High school completion status (26). The student indicates one of the 
following: high school diploma, General Educational Development 
(GED) certificate or state equivalent test, homeschooled, or none of the 
above. None of the above includes those who have the equivalent of a 
high school diploma (see Volume 1, Chapter 1, of the FSA Handbook) 
other than a GED certificate or state equivalent test. State tests (or 
state-authorized examinations, as referred to in 34 CFR 600.2) are 
those that states approve and award certificates and/or transcripts for. 
They include tests comparable to the GED (i.e., they are created and 
distributed by a test publisher), such as the High School Equivalency 
Test or the Test Assessing Secondary Completion, as well as those 
established by states, for example, the California High School 
Proficiency Exam (CHSPE). California considers a passing grade on 
the CHSPE to be equivalent to a diploma. 


High school (27). This question asks for the name of the high school 
where the student received or will receive her diploma, as well as the 
city and state where it is located. On FAFSA on the Web, the student 
will be able to choose the name from a list or type in the name if the 
school is not on the list. See Volume 1, Chapter 1, of the Handbook 
about checking the validity of a high school education. 


STEP 1 
Questions 23-27 
Student information 


Undergraduate student 
definition 

An undergraduate student is one who is 
enrolled in a program that usually does 
not exceed four academic years or is 
enrolled in a longer program designed 
to lead to a first degree at the bacca- 
laureate level. A student enrolled ina 
program that is longer than five years is 
considered an undergraduate for only 
the first four years. 


For the FSEOG, Pell, and TEACH Grant 
programs, a student is an under- 
graduate only if he has not earned, 

or completed the requirements for, a 
bachelor’s or professional degree. Stu- 
dents enrolled in a postbaccalaureate 
program as described in 34 CFR 686.2(d) 
and 690.6 are still undergraduates for 
receiving TEACH and Pell grants. 


Students enrolled in dual degree pro- 
grams that confer a bachelor’s degree 
and either a graduate or first profes- 
sional degree are undergraduates 

for at least the first three years of the 
program. The school determines at 
what point after three years the student 
ceases to be an undergraduate. 

34 CFR 668.2(b) 


Graduate or professional 
student definition 

A graduate student is one who: is not 
receiving aid as an undergraduate 

for the same period of enrollment; is 
enrolled in a program above the bach- 
elor’s degree level or one leading to a 
professional degree; and has completed 
the equivalent of at least three years of 
full-time study, either before entrance 
into the program or as part of it. 

34 CFR 668.2(b) 
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STEPS 2 &4 
Questions 28-35 and 
80-83 
Grade level, tax return, 
and filing status 


Income and assets 
HEA Sec. 480(a), (b), (f), (g) 


Income earned from work and 
the IRS 1040 form 

The FAFSA instructs the applicant to 
sum lines 7, 12, and 18 of the 1040 form 
and box 14 [code A] of Schedule K-1 
(Form 1065) as an option for determin- 
ing the income earned from work. But 
when the values of lines 12 or 18 or 
box 14 are negative, this will reduce the 
total and can wrongly affect the Social 
Security allowance. If values from lines 
12 or 18 or box 14 are negative, treat 
them as zero when determining the in- 
come earned from work. 


a 
Income earned from work and 
combat pay 

Because combat pay is not counted as 
untaxed income and is removed from 
the AGI when it is taxable, it should not 
be included in the income earned from 
work. 


EFA or not? 

Sometimes it is difficult to account for 
an outside financial award. If a student 
receives the award because of post- 
secondary enrollment, it counts as 
estimated financial assistance (EFA) if 

it is not considered wages for employ- 
ment according to federal or state rules, 
or if it is considered wages and is based 
on need. Any amount that appears as 
income on the tax return will also be 
included on the appropriate line of item 
44 or 93 on the FAFSA. If the award is 
considered wages for employment but 
is not based on need, then it is not EFA 
and it remains in income. 
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M@ First bachelor’s degree (28). The student indicates whether he will 
have a first bachelor’s degree before July 1, 2016, because eligibility 
for Pell and Federal Supplemental Educational Opportunity grants 
(FSEOGs) is almost exclusively restricted to students who have not 
received a bachelor’s degree or completed the requirements for one. 
See “Pell Grants” in Chapter 6 of Volume 1: Student Eligibility regarding 
degrees from unaccredited and foreign schools, which can count as 
bachelor’s degrees for Pell and FSEOG eligibility. 


HM Student’s grade level at the start of the school year (29). This is not 
based on the number of years the student has attended college but on 
work completed toward the degree/certificate. For instance, a full-time 
student might attain second-year grade level after one year of study, 
while a half-time student would take two years to reach that level. 


MH Interest in work-study (31). The student indicates whether she is 
interested in receiving Federal Work-Study (FWS). This helps the 
school in packaging her award. If she isn’t sure about wanting FWS, she 
should answer “don't know” so she will be considered for it; later she 
can decline any aid she doesn't want. 


STEPS TWO AND FOUR: INCOME AND ASSETS 

Purpose: Questions 32-45 ask for the student’s and spouse’s income 
and assets. Step Four collects similar information about parents’ income and 
assets, so the following discussion also pertains to parents. 


If the student or her parent wasn’t married in 2015 but is married when 
the application is signed, the student also needs to provide income and asset 
information for the new spouse. If the student or her parent was married in 
2015 but is separated or divorced or the spouse has died when the application 
is signed, the student or parent doesn’t provide income and assets for that 
spouse even though the information may be on the 2015 tax forms. 


The FAFSA asks for income and taxes paid according to lines on the IRS 
tax forms for 2015, the “base year” for 2016-2017. Data from the completed 
tax year is used as a predictor of the family’s financial situation for the 
current year. If 2015 tax data is not available yet, best estimates can be used 
on the application, though the student is asked to correct them later when 
the tax return is filed. Note that beginning with 2017-2018, the base year 
will change to the “prior-prior” year, which means that 2015 income and tax 
information that is being used for 2016-2017 will also be used for 2017-2018. 


The FAFSA also collects information for certain investments and other 
assets. Applicants only report the net worth of assets instead of reporting 
the value and debt. They should report asset amounts as of the date the 
application is signed. 


M@ Tax return filed and tax filing status (32-35, 80-83 for parents). 
These questions ask if a 2015 tax return was completed, which return 
was or will be filed, what the filing status was or will be, and whether 
the student or parents were eligible to file a 1040A or 1040EZ. The 
answers are used in part to identify if the student is eligible for the 
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simplified needs test or the auto zero EFC (see the margin note on page 
17) and to find inconsistencies between the FAFSA and the tax return. 


Adjusted gross income (AGI) and other tax data (36-40, 85-89 for 
parents). Dependent students report these items for their parents. 
Each question gives the line reference to the 2015 IRS tax forms, so it 
will be easier to enter the income and tax paid if the tax return has 
been completed. A student can instead estimate answers, but if the 
estimated information is wrong, she might have to correct it when the 
tax return is filed. The worksheet on page 16 can help students estimate 
their tax information. 


The IRS Data Retrieval Tool (DRT) allows students and parents who 
are using FAFSA on the Web and who have already submitted their 
federal tax return to electronically retrieve their tax data from the IRS 
database. The ISIR will show that data were imported and if it was al- 
tered. All students and parents of dependent students who indicate on 
the application that they have already filed a federal tax return and who 
are otherwise eligible to use the DRT will be directed to do so. Students 
and parents are strongly encouraged to make use of the DRT (though it 
is voluntary) because it is accurate, efficient, and useful for verification 
and corrections; see the relevant chapters in this guide. 


Students or parents who filed a joint return but are divorced, separated, 
or widowed when the application is signed won't be able to copy the 
information from the tax forms or transfer data with the DRT. Instead, 
they must figure out how much of the income and taxes paid is 
attributable to them and not their spouse. For more on this calculation, 
see “Using a joint return to figure individual AGI and taxes paid” in 
Chapter 4. 


If the student, spouse, or parents were not required to file a tax return, 
the student should still report any income earned from work in lines 
39-40 (student and spouse) and lines 88-89 (parents). The W-2 form 
and other records of work earnings should be used to determine these 
amounts. Do not include combat pay (see the margin note on page 14). 


Income earned from work is used to calculate allowances for the Social 
Security and Medicare tax (aka the Federal Insurance Contributions 
Act or FICA tax) and for the added costs incurred by working families. 
For non-tax filers it will also be used in place of AGI and will cause the 
application to be rejected if it is above the tax filing threshold. 


For a fiscal year tax return, as opposed to one for the calendar year, the 
applicant should report information from the fiscal year return that 
includes the greater number of months in 2015. 


If the student or parents filed a tax return using something other than 
a common IRS form, such as a foreign or Puerto Rican tax form, the 
student should report on the FAFSA the amounts (converted to U.S. 
dollars) from the lines of the form that correspond most closely to 
those on the common IRS forms. 


STEPS 2 &4 
Questions 36-40 
and 85-89 
Income and 
other tax data 


Prior-prior year data and 2015 
Because the 2016-2017 and 2017-2018 
award years will both use tax year 2015 
data, it is important for applicants and 
parents who are eligible to do so use 
the DRT for their 2016-2017 FAFSAs, 
either when initially completing their 
FAFSA online or later by using the 
FOTW correction process. They should 
again use the DRT when completing 
their 2017-2018 FAFSAs. Using the DRT 
for both FAFSA years will dramatically 
reduce the likelihood of conflicting 
information between the two. See the 
electronic announcement from 2/18/16, 
and look for more announcements and 
other relevant information at (www. 
ifap.ed.gov/EarlyFAFSA/indexV1.html). 


Other tax forms 

The following tax forms are considered 
alternatives to a U.S. Form 1040A and 
1040EZ: the income tax returns required 
by the tax codes of the Commonwealth 
of Puerto Rico, Guam, American Samoa, 
and the US. Virgin Islands. Information 
from these tax returns would be 
reported on the FAFSA in the same 
manner as U.S. tax information, and 
copies of these forms can be used for 
verification in the same way as U.S. 

tax forms are. Amounts are already 
reported in U.S. dollars, and the school 
should look at tax return line items that 
are comparable to the IRS line items for 
verification. 
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AGI worksheet for those who have not completed a tax return 
Use this worksheet to estimate adjusted gross income (AGI) if you For Question 36 For Question 85 
have not completed a tax return. Student/Spouse Parents 
Wages, salaries, tips, etc. 

$ .00| $ 00 
fawn ge 
EEE EE 


Other taxable income (alimony received, business and farm income, 
capital gains, pensions, annuities, rents, unemployment rll 
Social Security, Railroad Retirement, and all other taxable income) 


Subtract IRS-allowable adjustments to income (payments to IRA and 
Keogh plans, one-half of the self-employment tax, the self-employed 
health insurance deduction, the interest penalty on early withdrawal of 
savings, and alimony paid). 


Zero income 
Occasionally an applicant will report no income for the base year. This can occur when the family has tax write-offs that produce a 
negative AGI or when the applicant neglected to report untaxed assistance. Zero income is noted in our CPS edits and may increase 
the likelihood that the applicant will be selected for verification. If the CPS does not select the student for verification, you may still 
choose to ask her for further information about her means of support during the base year. Also, you may use professional judg- 
ment (PJ) to adjust the income line items to reflect income the family receives that doesn’t appear on the tax return. 


Any cash support for the student, other than support from a parent for a dependent student, counts as untaxed income and must be 
reported. In-kind help (see page 23) from a friend or relative is not considered untaxed income, but you may use PJ to account for 
the value of that in-kind support. For example, you could adjust the room and board component of the cost of attendance (COA) for 
a student who lives with his aunt and eats meals with her family. 


Married and filing different types of returns 
When a student and spouse or the student's parents file separate and different types of returns, what type should be indicated in 
Question 33 or 81? In such cases, IRS Form 1040 and foreign tax returns are considered comparable, while forms 1040A and 1040EZ 
are comparable to tax returns from the five inhabited U.S. territories: Puerto Rico, Guam, the U.S. Virgin Islands, the Northern Mari- 
ana Islands, and American Samoa. The former take precedence over the latter; for example, if a student filed a 1040A form and his 
spouse filed a foreign return, he would answer foreign tax return to question 33. When comparable but different returns are filed, 
the IRS return takes precedence and is indicated. If the above student's spouse filed a Puerto Rican return, then he would answer 
1040A or 1040EZ to the question. 


Married filing separately and one spouse does not file 
With a married student or the married parents of a dependent student, if one spouse files separately and the other does not file a 
return but has some income, how do you figure the AGI? Add the income earned from work (e.g., earnings from the W-2 form or any 
other earning statements) of the spouse who does not file a return to the AGI (as given on line 37, 21, or 4 of Form 1040, 1040A, or 
1040EZ respectively) of the spouse who does and enter the sum on the appropriate AGI line of the FAFSA. 
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M Assets (41-43, 90-92 for parents). An asset is property that the family 
owns and has an exchange value. The FAFSA collects current (as of 
the day of signing the FAFSA) data about cash, savings and checking 
accounts, investments, businesses, and investment farms. Most assets 
are investments such as college savings plans, Coverdell education 
savings accounts, real estate, installment and land sale contracts 
(including mortgages held), trust funds, mutual funds, money market 
funds, UGMA and UTMA accounts, certificates of deposit, stocks, 
stock options, bonds, commodities, and precious metals. If the asset 
isn't a business or investment farm, it is reported as an investment. 


The FAFSA asks for the net worth of investments, which is their total 
current market value minus their associated debts. If their net worth is 
negative, the student reports a zero. 


Similarly for businesses and investment farms, the current net worth 
is reported for land, buildings, machinery, equipment, livestock, and 
inventories. The current market value of a business or investment farm 
is reduced by the debt owed on it to determine the net worth. Business 
or farm debt means only those debts for which the business or farm 
was used as collateral. 


Excluded assets—the following are NOT reported on the FAFSA: 
> Possessions such as a car, a stereo, clothes, or furniture. 
> A family's principal place of residence, even if it is part of a business. 
> A family farm (including equipment, livestock, etc.) if: 


e _ it is the principal place of residence for the applicant and his family 
(spouse or, for dependent students, parents), and 


e the applicant (or parents of a dependent student) materially partici- 
pated in the farming operation. 


> Family-owned and controlled small businesses (which can include 
farms) that have 100 or fewer full-time or full-time equivalent 
employees. “Family-owned and controlled” means that more than 50% 
of the business is owned by persons who are directly related or are or 
were related by marriage (family members do not have to be counted 
in the household size for this question). 


> Retirement plans and whole life insurance. The value of retirement 
plans—401(k) plans, pension funds, annuities, non-education IRAs, 
Keogh plans, etc.—is not counted as an asset, but distributions do 
count as income; they appear in the AGI if taxable and in questions 
45 and 94 if untaxed. Similarly, the cash value or equity of a whole life 
insurance policy isn't reported as an asset, but an insurance settlement 
does count as income. 
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STEPS 2&4 
Questions 41-43 
and 90-92 
Assets 


Simplified needs test 

The law provides a “simplified 

EFC” calculation for a student who 
meets certain income and tax filing 
requirements. If the applicant is 
eligible based on the information on 
the FAFSA, the CPS will automatically 
exclude assets from the EFC calculation. 
However, some states and schools 
require this information for their own 
aid programs. 


Rental properties 

Rental properties are an asset. A unit 
within a family home that has its own 
entrance, kitchen, and bath (therefore a 
rented bedroom would not count) and 
that is rented to someone other than 

a family member counts as an asset. 

To calculate its net value, multiply the 
net value of the entire structure by the 
fraction the rented space represents. 
Similarly, if a family owned a 10-unit 
apartment building and lived in one of 
the apartments, 9/10 or 90% of the net 
value of the building would be an asset. 


At times a student or parent will claim 
rental property as a business. Generally, 
it must be reported as real estate 
instead. A rental property would have 
to be part of a formally recognized 
business to be reported as such, and 

it usually would provide additional 
services like regular cleaning, linen, or 
maid service. 
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STEPS 2&4 
Qualified tuition 
programs 


UGMA and UTMA accounts 

The Uniform Gifts and Uniform Trans- 
fers to Minors Acts (UGMA and UTMA) 
allow the establishment of an account 
for gifts of cash and financial assets for a 
minor without the expense of creating a 
trust. Because the minor is the owner of 
the account, it counts as his asset on the 
FAFSA, not the asset of the custodian, 
who is often the parent. 


Fiscal year return example 
Owen’s parents file a fiscal year tax 
return. They start their fiscal year in 
September. The return they filed for the 
fiscal year starting in September 2014 
includes eight months in 2015. The re- 
turn they'll file for the fiscal year starting 
in September 2015 only includes four 
months of 2015. Therefore, they should 
use the information from the tax return 
for the fiscal year that started in Sep- 
tember 2014. 


When there are U.S. and foreign 
tax returns 

When a student or parent has returns 
from both a foreign nation and the 
United States for the same tax year, they 
should use the data from the U.S. return 
when filling out the FAFSA. 
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Qualified education benefits 


Qualified tuition programs (QTPs, also known as section 529 plans because they are 
covered in section 529 of the IRS tax code) and Coverdell education savings accounts 
are grouped together in the law as qualified education benefits and have the same 
treatment: they are an asset of the owner (not the beneficiary because the owner 
can change the beneficiary at any time) except when the owner is a dependent stu- 
dent, in which case they are an asset of the parent. When the owner is some other 
person (including a non-custodial parent), distributions from these plans to the 
student count as untaxed income, as “money received.” 


States, their agencies, and some colleges sponsor plans known in the IRS tax code as 
qualified tuition programs. The IRS mentions two types of QTPs that are commonly 
called prepaid tuition plans and college savings plans. States may offer both plan 
types, but colleges may only sponsor prepaid tuition plans. 


Prepaid tuition plans allow a person to buy tuition credits or certificates, which 
count as units of attendance. The number of units doesn’t change even though 
tuition will likely increase before the beneficiary gets to use the tuition credits. They 
are an asset of the plan owner, and their worth is the refund value of the credits or 
certificates. 


College savings plans allow a benefactor to deposit money into an account that will 
be used for the beneficiary's college expenses. The buyer does not pre-purchase 
tuition credits as with a prepaid tuition plan. Rather, this type of plan is essentially a 
savings account, and its value as an asset is the current balance of the account. 


Coverdell education savings accounts, or ESAs, are another tax-advantaged savings 
vehicle for college education. They are treated the same as college savings plans: the 
current balance is an asset of the account owner. 


As long as distributions from QTPs and ESAs do not exceed the qualified education 
expenses for which they are intended, they are tax-free, so they will not appear in 
the next year’s AGI. They should not be treated as untaxed income (except in the 
cases mentioned above) or as estimated financial assistance. For more information 
on these benefits, see the IRS’s Publication 970, Tax Benefits for Education. 


Reporting “take-back” mortgages 


In a take-back mortgage, the seller of a house finances a portion of its cost for the 
buyer, who repays this additional mortgage to the seller. The seller reports the inter- 
est part of any payments received from the buyer on Schedule B of IRS Form 1040. 
Therefore, if a student or his parents report such interest on the tax return, it likely 
indicates an asset that should be reported on the FAFSA: the value of the take-back 
mortgage. There would be no debt reported against this asset. For example, if a 
dependent student's parents sold their house for $200,000 and financed a take- 
back mortgage of $40,000 to the buyer, the parents should report $40,000 as the 
net worth of the investment. The worth will decrease each year depending on how 
much of the principal the buyer paid back that year. This concept applies to other 
forms of seller financing of the sale of a home or other property. 
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Reporting trust funds 
Trust funds in the name of a student, spouse, or parent should be reported as that person’s asset on the application, generally even 
if the beneficiary's access to the trust is restricted. If the settlor of a trust has voluntarily placed restrictions on its use, then the 
student should report its present value as an asset, as discussed below. If a trust has been restricted by court order, however, the 
student should not report it. An example of such a restricted trust is one set up by court order to pay for future surgery for the victim 
of a car accident. 


How the trust must be reported depends on whether the student (or dependent student's parent) receives or will receive the inter- 
est income, the trust principal, or both. In the case of a divorce or separation where the trust is owned jointly and ownership is not 
being contested, the property and the debt are equally divided between the owners for reporting purposes unless the terms of the 
trust specify some other method of division. 


Interest only 
If a student, spouse, or parent receives only the interest from the trust, any interest received in the base year must be reported as 
income. If the interest accumulates and is not paid out, the recipient must report an asset value for the interest she will receive. The 
trust officer can usually calculate the value of the interest the person will receive while the trust exists. This value represents the 
amount a third person would be willing to pay for the interest income. 


Principal only 
The person who will receive only the trust principal must report as an asset the present value of his right to that principal. For 
example, if a $10,000 principal reverts to a dependent student's parents when the trust ends in 10 years and the student is receiv- 
ing the interest, he would report the interest he received as income and report as a parental asset the present value of his parents’ 
rights to the principal. The present value of the principal can be calculated by the trust officer; it’s the amount that a third person 
would pay for the right to receive the principal 10 years from now—basically, the amount that one would have to deposit now to 
receive $10,000 in 10 years. 


Both principal and interest 
If a student, spouse, or parent receives both the interest and the principal from the trust, the student should report the present 
value of both interest and principal, as described in the discussion of principal only. If the trust is set up so that the interest accumu- 
lates within the trust until it ends, the beneficiary should report as an asset the present value of the interest and principal that she 
is expected to receive when the trust ends. 


Ownership of an asset 
In some cases the ownership of an asset is divided or contested, which can affect how the student reports the asset. 


Part ownership of asset 
If the parent or student has only part ownership of an asset, the student should report only the owned part. Generally the value of 
an asset and debts against it should be divided equally by the number of people who share ownership unless the share of the asset 
is determined by the amount invested or the terms of the arrangement specify some other means of division. 


Contested ownership 
Assets shouldn't be reported if the ownership is being contested. For instance, if the parents are separated and can't sell or borrow 
against jointly owned property because it’s being contested, the parent reporting FAFSA information would not list any net worth 
for the property. However, if the ownership of the property is not being contested, the parent would report the property as an asset. 
If ownership of an asset is resolved after the initial application is filed, the student can’t update this information. 


Lien against, and imminent foreclosure of, an asset 
If there’s a lien against the asset, the net value of the asset is determined by subtracting from its total value any associated debt 
as well as the amount of the lien. If foreclosure of an asset is imminent, the net value of the asset would still be reported until the 
party making the foreclosure completes legal action to take possession of the asset. If the status of the property changes after the 
application is filed, the student can’t update the asset information. 
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STEPS 2 &4 
Questions 44 and 93 
Taxable income 
offsets 


American Opportunity credit 
Part of this credit can be refundable, 
that is, payable to tax filers even if they 
do not owe any federal income tax. The 
nonrefundable portion appears on the 
same lines of the tax return and the 
FAFSA as the Lifetime Learning credit. 
The refundable portion appears on 

line 66 of the 1040 form and line 40 of 
the 1040A. It does not appear on the 
lines of the FAFSA for the education tax 
credits, nor does it count as untaxed 
income. 


Reimbursements and stipends 
Employers often help with education 
costs by paying stipends or reimburs- 
ing employees for classes taken. These 
benefits count as estimated financial 
assistance (or reduce the cost of at- 
tendance) even if they aren't received 
until the end of the class(es) and are 
contingent on earning a minimum 
grade. Any taxable portion received in 
the prior year and appearing in the AGI 
is entered in Question 44 or 93. 


Child support payments 
example 

Steven and his wife each have a child 
from a previous relationship who 
doesn’t live with them and for whom 
they pay child support. Because Steven 
provides over half of his daughter's sup- 
port through his payments, he counts 
her in his household size. Therefore, 

he doesn’t report the amount of child 
support he pays on his FAFSA. Steven’s 
wife isn’t providing over half of her 
son's support, so he isn’t included in 
Steven's household size. Therefore, 
Steven can report the amount of child 
support his wife pays. 
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The full amount of the distribution is reported, whether it was a 

lump sum or annual distribution, and it will count as taxable or 
untaxed income, as appropriate. An exception to reporting pension 
distributions is when they are rolled over into another retirement plan 
in the same tax year. 


—> Excluded assets for Native American students. The law (see HEA 


Sec. 479C) excludes reporting any income and asset of $2,000 or 

less per individual payment (any amount over $2,000 is reported as 
untaxed income) received under the Per Capita Act or the Indian 
Tribal Judgment Funds Use or Distribution Act. It also excludes any 
income received under the Alaska Native Claims Settlement Act or 
the Maine Indian Claims Settlement Act. Per capita distributions or 
the proceeds received from the Land Buy-Back Program for Tribal 
Nations—a tribal purchase of fractionated lands as a result of the 
Cobell settlement under the Claims Resolution Act of 2010 (42 U.S.C. 
1305)—should also be excluded. 


Taxable income offsets (44 and 93). These questions total certain 
types of income and other monies that are excluded from income in 
the need analysis. The CPS subtracts these excluded amounts from the 
AGI when calculating the EFC. 


a. Education tax credits. These are the American Opportunity and 
Lifetime Learning tax credits; the FAFSA refers to lines 50 and 33 on 
the 1040 and 1040A tax returns respectively. See the margin note. 


b. Child support payments. Count those made during 2015 because 
of divorce, separation, or legal requirement by the student, spouse, or 
parent whose income is reported on the FAFSA. Don't include support 
for children in the household (see the example in the margin). Also, 
don’t count child support received for a child in the household size; 
that is considered untaxed income. 


c. Taxable earnings from need-based work programs. These are 
earnings from any need-based work program, including Federal 
Work-Study and need-based employment portions of fellowships or 
assistantships. The student uses the W-2s or other records she received 
for these earnings. 


d. Student grant and scholarship aid. A student reports only the 
amount of grants and scholarships received that is taxable income. 
This includes grant and scholarship (not employment) portions of 
fellowships and assistantships, as well as taxable stipends and employer 
tuition reimbursements. Include also AmeriCorps benefits (awards, 
living allowances, and interest accrual payments) except those for 
health care or child care. The filer usually writes the taxable amount 

of the grant or scholarship separately on the tax form next to the 

line where wages and other earnings are reported. If the amount was 
reported this way, the student can copy it from the tax form. 


e. Combat pay. Enter only the portion that was included in adjusted 
gross income. This should be zero for enlisted persons and warrant 
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officers (including commissioned warrant officers) because their 
combat pay is entirely non-taxable. For commissioned officers 
generally, combat pay in excess of the highest enlisted person’s pay 
(plus imminent danger/hostile fire pay) is taxable. To determine the 
taxable amount, find the total combat pay from the serviceperson’s 
leave and earnings statements and subtract the untaxed portion, 
which is reported in box 12 of the W-2 form with code Q. See IRS 
Publication 3, Armed Forces’ Tax Guide, for more information. 


f. College cooperative education program earnings from work. The 


student uses the W-2s or other records she received for these earnings. 


Untaxed income (45 and 94). These questions total the untaxed 
income, some of which is reported on the tax form even though it isn’t 
taxed. A student who hasn't filed a return will have to estimate these 
amounts, and students or parents may need to separate information 
from a joint return. 


a. Payments to tax-deferred or sheltered pension and savings plans 
(paid directly or withheld from earnings). This includes untaxed 
portions of 401(k) and 403(b) plans. These types of payments are 
listed in boxes 12a through 12d of the W-2 and will have one of the 
following codes: D, E, F, G, H, or S. Note that employer contributions 
to these plans shouldn't be reported as an untaxed benefit. 


b. Deductible IRA or Keogh payments. Payments to an IRA or 
Keogh plan that are excluded from taxation are reported as untaxed 
income. These amounts appear on the tax return. 


c. Child support received for all children. 


d. Tax-exempt interest income. Certain types of interest, such as 
interest on municipal bonds, are tax-exempt. This amount is on line 
8b on both the 1040 and 1040A forms. 


e. and f. Untaxed IRA distributions and pension or annuity 
payments. A tax filer determines how much of his IRA distribution 
or pension or annuity payment is taxable when he completes his 
tax return. The applicant reports the untaxed portion, which is 
determined from the tax return, but should not include rollovers 
(transfers of funds from one IRA to another). 


g. Housing, food, and other living allowances. Some people, 
particularly clergy and military personnel, receive these allowances as 
compensation for their jobs. Money received to pay for rent should 
also be reported, as should the free use of a house or apartment (the 
rent or market value of a comparable house or apartment can be 
used). Similarly, if the student received free room or board in 2015 
for a job that was not awarded as student financial aid (including 
resident advisor positions that provide free room and board as part of 
the student’s non-need-based employment compensation), she must 
report the value of the room and board as untaxed income. Note the 
housing exclusions on page 23. 


STEPS 2 &4 
Questions 45 and 94 
Untaxed income 


Health savings accounts 

Health savings accounts (HSAs) resem- 
ble tax-deferred pension and savings 
plans more than flexible spending ar- 
rangements; for example, the balance in 
an HSA persists from year to year, while 
that in a flexible spending arrangement 
must be spent on qualified expenses by 
the end of the year. Therefore, treat tax- 
free contributions to an HSA as untaxed 
income; these will appear on line 25 of 
the 2015 IRS Form 1040. The balance in 
the account does not count as an asset, 
nor would distributions from it count 

as untaxed income when they are used 
for qualified medical expenses. Distribu- 
tions not used for qualified expenses 
are subject to income tax (and a pos- 
sible penalty) and will be counted in the 
adjusted gross income. 


Extended foster care payments 
Foster children who meet certain crite- 
ria can receive benefits until age 21. If 
these extended payments are under the 
authority of Title IV, Part E, of the Social 
Security Act, they are not reported on 
the FAFSA. If they are paid under some 
other authority, e.g., a state foster youth 
support program, they are reported as 
untaxed income to the student in Ques- 
tion 45i of the 2016-2017 FAFSA. See 
DCL GEN-13-18. 


Independent student with 
parental support example 

Doug is a graduate student, so he’s 
independent even though he still lives 
with his parents and has no income of 
his own. Although the FAA at his school 
can’t make him a dependent student, 
she can decide to use professional judg- 
ment to add an amount to his untaxed 
income to account for the in-kind sup- 
port his parents provide. 
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STEPS 2 &4 
Questions 45 and 94 
Untaxed income 


Box 14 items on the W-2 

Schools are not required to review in- 
come listed in box 14 of the IRS’s W-2 
form. There are a few reasons for this. 
Several of the items the IRS suggests 
could be reported in box 14 are cap- 
tured already on the FAFSA (in adjusted 
gross income for instance); also, em- 
ployers could include in box 14 certain 
non-elective pension plan contribu- 
tions, and non-elective contributions 
should not be counted in the need 
analysis. Finally, because no employer is 
required to provide information in box 
14, it is unlikely that employers will be 
consistent in what they report there. 


But if you are aware that a box 14 item 
should be reported—i.e,, if it represents 
discretionary income—you should 
count it on the pertinent line. For exam- 
ple, clergy parsonage allowances often 
appear in box 14, and you would count 
that on line g of Question 45 or 94. 


Puerto Rico tax exemption 

Act 135-2014 amended the Puerto Rico 
tax code to exempt from income taxa- 
tion (but not from Social Security and 
Medicare taxation) up to $40,000 of in- 
come for employees 16 to 26 years old. 
The exemption is due to last through 
December 31, 2019. 


For student tax filers who receive 

the exemption, because the EFC for- 
mula uses AGI for tax filers, the exempt 
amount should be included in the 
income earned from work and in other 
untaxed income. 


For students who do not file a return 
and are not required to file, the exempt 
amount should be included in the 
income earned from work only and 

not in untaxed income. This is to avoid 
double-counting the amount because 
for non-filers income earned from work 
is used in place of the AGI. 
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h. Veterans’ noneducation benefits. This includes disability, the 
death pension, Dependency and Indemnity Compensation (DIC), and 
Veterans Affairs (VA) educational work-study allowances. 


i. Any other untaxed income not reported elsewhere. This includes 
disability (but not Social Security disability), worker’s compensation, 
tax-free contributions to HSAs (see the margin note), interest income 
on education IRAs, untaxed portions of Railroad Retirement benefits, 
black lung benefits, refugee assistance, the untaxed portion of capital 
gains, and foreign income that wasn't taxed by any government and 
isn’t part of the Foreign Earned Income Exclusion. 


j. Money received (45 only). The student reports any cash support he 
received, but if dependent he does not count his parents’ support, with 
one exception: money from a non-custodial parent that is not part 

of a legal child support agreement is untaxed income to the student. 
Cash support includes money and gifts and housing, food, clothing, 
car payments or expenses, medical and dental care, college costs, and 
money paid to someone else or paid for on his behalf. For example, 
if a friend or relative pays his electric bill or part of his rent, he must 
report the amount as untaxed income. If he is living with a friend 
who pays the rent and the student's name is on the lease, the rent 
paid on his behalf counts as cash support because he is responsible 
for payments that his friend is making. Note that this item does 

not appear in the parents’ question—only the student reports this 
information. 


Tips on reporting benefits: 


The student reports the actual amount of benefits received during the 
year, even if it is an underpayment or an overpayment that will be cor- 
rected in the next year. However, if the underpayment or overpayment 
was adjusted in the same year, only the net amount received during 
that year would be reported. 


Benefits the student or parent receives on behalf of anyone included in 
his FAFSA household size count as income to him unless the person is 
an adult, e.g., a grandmother (a child would not count) who receives 
the benefits in her name. Such a person is not included in the house- 
hold size if benefits in her name total more than half of her support. 


Income and benefits NOT to be included: 


> Student aid is accounted for in packaging (see Volume 3: Calculating 


Awards and Packaging); it does not count as income in the calculation 
of the EFC. Student aid includes tuition benefits a parent receives for a 
dependent, such as those from the parent’s employer. Student aid that 
was included in the AGI is reported separately as an exclusion so that it 
can be subtracted from income. 


> Veterans’ education benefits. Appendix A in Chapter 7 of Volume 3 


for 2015-2016 has the list of excluded benefits. See also the 8/13/09 
electronic announcement at www.ifap.ed.gov for information. 
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> The value of on-base housing or the basic allowance for housing 
(BAH) for students or parents who are in the military. However, the 
basic allowance for subsistence (BAS) still counts as untaxed income. 


> Rent subsidies for low-income housing. 


> Payments and services received from states for foster care or 
adoption assistance, under Part A or Part E of Title IV of the Social 
Security Act (e.g., Wisconsin's Adoption Assistance Program, which 
facilitates the adoption of children with special needs). 


=> Per capita payments to Native Americans. See page 20. 


> Heating/fuel assistance. This includes payments or allowances 
received under the Low-Income Home Energy Assistance Act 
(LIHEA). Payments under the LIHEA are made through state 
programs that may have different names. 


> Flexible spending arrangements. These are employee benefit 
programs, sometimes called “cafeteria plans.” Neither contributions to 
nor payments from these programs should count as untaxed income. 


> Welfare benefits, untaxed Social Security benefits, and the earned 
income and additional child tax credits. Welfare benefits are state or 
federal supplementary assistance that is means-tested; two examples 
are SNAP, the Supplemental Nutrition Assistance Program, and TANF, 
Temporary Assistance for Needy Families. 


—> Combat pay, foreign income exclusion, and credit for federal tax on 
special fuels. 


> In-kind support is other than money, for example, friends or relatives 
giving the student food or allowing him to live with them rent-free. 
That support isn't included as untaxed income, though you may use 
professional judgment (e.g., by reducing the cost of attendance or 
increasing income) with students who receive such in-kind support. 
This is not the same as housing and other allowances received as 
compensation for a job, which, as stated earlier, must be reported. If 
the student is living with someone who is paying living expenses, it 
can be difficult to determine whether the support is cash support or 
in-kind support. The basic rule is: if someone pays a cost the student 
is obligated to pay, the amount counts as cash support. 


STEP THREE: DEPENDENCY STATUS 

Purpose: ‘The law governing the FSA programs is based on the premise 
that the family is the first source of the student’s support, and the law 
provides several criteria that decide if the student is considered independent 
of his parents for aid eligibility. Note that a student reaching the age of 18 or 
21 or living apart from his parents does not affect his dependency status. For 
the 2016-2017 year, a student who meets any of the following criteria from 
HEA Sec. 480(d) is independent; he 


FSA HB May 2016 


STEPS 2 & 3 


Untaxed income not 
reported on the FAFSA 


Dependent benefits example 
Stanislaw’s uncle Yvor lives with him 
and receives a small disability payment 
each month. This amount is paid 
directly to Yvor, so Stanislaw doesn’t 
report it as income when he completes 
the FAFSA. The payment is small 
enough that Stanislaw is still providing 
more than half of Yvor's support, 

and because he expects to continue 

to provide more than half support 
during the award year, he includes 
Yvor as a dependent in his household 
size. However, starting the July after 
the current award year, Yvor expects 
to also start receiving a pension. The 
combination of the pension and the 
disability payment will be enough that 
Stanislaw won't be providing more than 
half of his uncle’s support and therefore 
won't be able to include Yvor in his 
household size after this award year. 
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STEP 3 
Questions 47-48 
Dependency status 


Military service academies and 

preparatory schools 

U.S. Military Academy (West Point) 

U.S. Naval Academy (Annapolis) 

U.S. Air Force Academy 

U.S. Coast Guard Academy 

U.S. Merchant Marine Academy 

U.S. Military Academy Preparatory 
School 

Naval Academy Preparatory School 

U.S. Air Force Academy Preparatory 
School 


———— SSS SSS 
Early exit cadets 

Students who attend a U.S. military 
academy or military academy prepara- 
tory school and who are discharged 
other than dishonorably prior to com- 
mission are veterans for FSA purposes 
but might not be veterans for VA 
purposes. These students will likely re- 
ceive match results showing that they 
aren't veterans. Just like other students 
who receive these match results, if an 
early exit cadet meets one of the other 
criteria for independence, no resolu- 
tion is required. But if he meets no 
other independence criteria, he must 
provide the school with documenta- 
tion that shows he was a cadet of a 
military academy or its preparatory 
school. 


Example: surviving parent and 
stepparent 

Meurig’s parents divorced when he 
was seven. His mother later remarried, 
and Meurig lived with her and with his 
stepfather, who did not adopt him. His 
mother died last year, but his father 

is still living. Meurig doesn’t meet any 
of the independence criteria, so he’s a 
dependent student. Because his father 
is his only surviving parent, Meurig 
needs to report his father’s information 
on the form, even though he’s still 
living with and being supported by his 
stepfather. 


e was born before January 1, 1993, 

e is married as of the date he applies, 

e will be a graduate or professional student when the award year starts, 
e is currently serving on active duty for purposes other than training, 

e is a veteran of the U.S. Armed Forces, 

e has dependents other than a spouse, 


* was an orphan, foster child, or ward/dependent of the court at any 
time since the age of 13, 


e is an emancipated minor or in legal guardianship or was when he 
reached the age of majority in his state, or 


e was determined at any time since July 1, 2015, to be an unaccompa- 
nied youth who was homeless or self-supporting and at risk of being 
homeless. 


If a student is considered a dependent of his parents, their income and 
assets must be included on the FAFSA. The CPS will calculate a parent 
contribution and add it to the student’s contribution to derive an EFC. 


In unusual cases an aid administrator can determine that a student who 
doesn’t meet any of the independence criteria should still be treated as an 
independent student. (See “Dependency Overrides” in Chapter 5.) 


HM Married (47). The student must answer this question according to her 
marital status at the time the FAFSA is signed; after that, she cannot 
update FAFSA information for changes in her marital status except in 
limited instances; see Chapter 4. 


A student who is only engaged answers as unmarried unless she waits 
until after the wedding to complete the FAFSA. For this question a 
student is considered married if she is separated or planning to divorce 
or if she has a relationship that meets the criteria for common-law mar- 
riage in her state. A student who was independent only because she was 
married becomes dependent for the next award year if she divorces and 
cannot answer yes to any of the dependency questions. 


M@ Graduate or professional study (48). The FAFSA asks if the student 
will be working on a master’s, doctorate, or graduate certificate program 
at the beginning of the school year. A student who is a graduate or 
professional student is independent for purposes of Title IV aid. 


Graduate and professional students aren't eligible for Pell grants, so a 

student who incorrectly answers “Yes” to this question must submit a 
correction before he can get a Pell grant, even if he is independent for 
another reason. 


Students should fill out the FAFSA based on their expected grade level 
at the beginning of the award year. If a dependent student completes her 
undergraduate program during the year and begins graduate school, 
she can update the answer to the dependency question so that the CPS 
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can reprocess her application, or the aid administrator at the graduate 
school can recalculate her EFC and use it to package her graduate aid. 


Member or veteran of the U.S. Armed Forces (49 and 50). 
Veterans and persons on active duty in the U.S. Armed Forces (the 
Army, Navy, Air Force, Marines, or Coast Guard) for purposes other 
than training are independent. 


Veterans are those who were in active service and were released 
under a condition other than “dishonorable.” This includes those 
who fraudulently entered the service, as long as their entire period 
of service was not voided. There is no minimum amount of time the 
student has to have served to be a veteran—even one day counts and 
even basic training (boot camp) counts—but it does have to be active 
service. (See below for the rules for reservists.) This is less stringent 
than the VAs definition of a veteran for receiving certain VA benefits. 


The application also tells students to answer “Yes” to the question 
about veteran status if they aren't yet a veteran but will be by June 30, 
2016. Students who attended a U.S. service academy or preparatory 
school (see margin note on page 24) for at least one day and were 
released under conditions other than “dishonorable” count as veterans 
for Title IV purposes. Students serving in ROTC or currently attending 
a US. military academy are not veterans. 


Members of the National Guard or Reserves are only considered 
veterans if they were called up to active federal duty by presidential 
order for a purpose other than training. It does not matter how long 
the active duty lasted or if the student returned to reserve status 
afterward, but, as with the other qualifying veterans, the student must 
have had a character of service that was not “dishonorable.” 


Children and legal dependents (51 and 52). Students who have legal 
dependents are independent. Legal dependents comprise children 
(including those who will be born before the end of the award year) of 
the student who receive more than half their support from the student, 
and other persons (except a spouse) who live with and receive more 
than half their support from the student as of the FAFSA signing date 
and will continue to do so for the award year. The same criteria apply 
to household size. 


When a student applies after the award year has begun, in order to 
count a person not her child as a dependent, the support already given 
that year plus the future support must total more than 50% for the 
whole year. See the margin example. 


Orphan, foster child, or ward of the court (53). A student who 

was an orphan—both her parents were dead—when 13 or older is 
independent even if she was subsequently adopted. Likewise, a student 
who was at any time since the age of 13 a foster child or a ward of the 
court is independent even if her status changed later. 


STEP 3 
Questions 49-53 
Dependency status 


Legal dependent examples 
Laurel is going to college and is her 
cousin Paul’s legal guardian. Paul 
receives Social Security benefits, but 
because he’s a minor, the benefits are 
paid to Laurel on his behalf. These 
benefits provide more than half of 
Paul’s support. Because Paul lives with 
Laurel and will be supported by her 
(through the Social Security benefits) 
throughout the award year, Laurel 
answers “Yes” to the legal dependent 
question. If Paul didn’t live with Laurel, 
she would have to answer “No” to the 
question. 


Alan pays $4,000 to support his 
girlfriend, Cathy, who lives with him. 
She has earned income of $3,000, and 
she receives $200 a month ($2,400 a 
year) from her parents. She uses all 

of this for her support. Alan cannot 
consider Cathy a dependent since the 
$4,000 he provides is not more than half 
of her total support of $9,400. 


In April 2016 Anika applies for aid for 
2015-2016. One month prior to that, 
her cousin Bettina came to live with 
her. Even though Anika provides all of 
her cousin’s support, the one month 

of support she has given plus the two 
months left in the award year would 
not amount to more than 50% for the 
entire year, so she can’t consider Bettina 
her dependent for 2015-2016. If Bettina 
had moved in just before the midpoint 
of the year, Anika would have been 
able to count her as a dependent for 
2015-2016. 
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STEP 3 


Veteran match and 
foster youth 


Veteran match (for Question 50) 
If the student answers “Yes” to the question about veteran status, the CPS performs a match with the U.S. Department of Veterans 
Affairs (VA) records to confirm that status. The VA sends the result back, which appears as a match flag in the FAA Information sec- 
tion of the output document. For flags 2, 3, and 4, a comment and a C flag will appear on the SAR only if veteran status is the sole 
reason that the student would be independent. See the guide SAR Comment Codes and Text: 2016-2017 on the IFAP website. 


Successful match (match flag 1) 
There won't be any comments on the output document if the VA confirms that the student is a veteran. 


Not a veteran (match flag 2) 
A student will receive this flag if the VA database indicates he is not a veteran. If the student answered “Yes” to one of the other de- 
pendency questions, he is independent based on that question and can receive student aid without resolving his veteran status. 


If the student answered “No” to all the other dependency questions and he believes he is a qualifying veteran, he should provide the 
financial aid office at his school a copy of his DD214 (the Certificate of Release or Discharge from Active Duty, with “Character of Ser- 
vice” as anything but “dishonorable’). If it shows that he is a veteran, he can receive aid as an independent student. A dependency 
override is not necessary because the CPS accepts his “Yes” answer to the veteran question. If a national guardsman or a reservist 
who served on active duty (for other than training) did not receive a DD214 but can obtain a letter from a superior officer that docu- 
ments the call-up to active duty and that classifies the character of service as anything but “dishonorable,” the student will be con- 
sidered a veteran for FSA purposes. If the student turns out not to be a veteran, he will need to change his answer to the question 
from “Yes” to “No” and provide parent information, including a parent's signature. 


If the VA match problem is due to an error in the VAs database, the student should contact the VA and correct the error. A subse- 
quent transaction will then redo the match with the VA. 


Not in database (match flag 3) 
Much of the guidance above applies for students not in the VA database: if the student is independent for a reason other than be- 
ing a veteran, she doesn’t need to resolve the problem before receiving student aid, although she should have the VA correct its 
database if it’s wrong. If she answered “No” to the other dependency questions, she must either correct any problem with the VA, 
provide documentation showing she is a veteran or will be one by June 30, 2017, or, if she is not a veteran and will not be one by 
that date, provide parent data and change her response to the question from “Yes” to “No.” 


Active duty (match flag 4) 
If the student is currently on active duty, he isn’t a veteran yet, but if his active duty will end by June 30, 2017, he counts as a vet- 
eran for dependency status. Because he should have answered “Yes” to the active duty question, he would be independent by that 
criterion and wouldn't have to resolve this situation. 


Documentation of foster youth (for Question 53) 
If you have cause to require documentation from students who indicate that they were in foster care since turning 13, the follow- 
ing are examples of documents that could attest the student's former foster youth status: a copy of a court order; the statement 
of a state or county child welfare agency; the statement of a private provider agency that delivers child welfare services; or the 
statement from an attorney, guardian ad litem, or court-appointed special advocate documenting the person’s relationship to the 
student as well as the latter's foster youth status. 
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STEP 3 


Who is a parent or has 
dependents 


Who does and does not count as a parent on the FAFSA? 
If the applicant answers “No” to questions 46—58, then she is dependent and must report her parents’ information in Step 4 on the 
FAFSA. In most cases it’s clear who the parents are but not always. 


Y Biological, adoptive, and stepparents 
A parent is a biological or adoptive parent or a person that the state has determined to be a parent (for example, when a state 
allows another person's name to be listed as a parent on a birth certificate). A stepparent is considered a parent if married to a 
biological or adoptive parent and if the student counts in their household size. Biological and adoptive (whether of the opposite or 
same sex) parents who are unmarried and living together give that as their status in Question 59, and both report their information 
on the FAFSA. See DCL GEN-13-12. 


However, a stepparent who did not adopt the student cannot be the sole parent for determining dependency status. If the other 
parent dies, the student is still a dependent of the remaining biological parent, not the stepparent. If no biological parent remains, 
the student answers “Yes” to Question 53 and is independent. 


X_ Foster parents, legal guardians, and relatives 
A foster parent or a legal guardian is not treated as a parent for FSA purposes. If at any time since the age of 13 both of the student's 
parents were dead (and he did not have an adoptive parent) or he was in foster care, he is independent. If he is now, or was when 
he became an adult, an emancipated minor or in legal guardianship (see the exception under Question 55), he is independent. 


If a student is living with her grandparents or other relatives, their data should not be reported on the FAFSA as parental data un- 
less they have adopted the student. Any cash support from persons other than the student's parents should be reported as untaxed 
income, as discussed in Step 2. The school may also consider other kinds of support as part of the student’s financial resources and 
use professional judgment to include the support under the item for student's untaxed income (see Chapter 5 on professional judg- 
ment). 


Other sources of support for children and other household members 
If the student is receiving support to raise her child, is the child still considered a legal dependent? If one or both of the student's 
parents are directly or indirectly providing more than 50% support in cash or other assistance to the child, then the student would 
answer “No” to the FAFSA question about legal dependents. “Indirect support” to the child includes support that a parent gives 
to the student on behalf of the child. If the student is living with a parent who is paying for most of the household expenses, the 
parent would usually be considered the primary source of support to the child, and the student would answer “No” to the question 
about legal dependents. However, there may be some cases where the student can demonstrate that she provides more than half of 
her child’s support even while living at home, in which case she would answer “Yes” to the question about legal dependents. 


When the student receives money for the child from any source other than her parents, she may count it as part of her support to 
the child. Sources include child support and government programs, such as Temporary Assistance for Needy Families (TANF) and the 
Supplemental Nutrition Assistance Program (SNAP, formerly the federal Food Stamp Program), that provide benefits for dependent 
children. So a student may be considered independent when the benefit she receives is the primary support for her child. For ex- 
ample, if a student who lives alone with her child receives cash from her boyfriend that amounts to more than 50% support for her 
child, then she would be able to count the child as a dependent and in her household size, and she would be independent. If the 
boyfriend is the father of the child and a student himself, then he would also be able to count the child as a dependent and in his 
household size, and he would be independent too. 
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STEP 4 
Questions 54-69 
Dependency status and 
parent information 


Student living with relatives 
example 

Millie’s father is dead, and her mother 
can’t support her, so she is living with 
her grandmother. Her mother doesn’t 
pay any money for her support. Millie 
doesn’t meet any of the independence 
criteria, so she has to provide parental 
information. Because her grandmother 
hasn't adopted her, her grandmother 
isn’t her parent. Millie will have to pro- 
vide information about her mother 

on the form unless there are unusual 
circumstances that would warrant a de- 
pendency override or her receiving only 
unsubsidized loans. In any case, the 
school might use PJ to account for the 
grandmother's support. 


Dependent student household 
size example 

Lydia is a dependent student, and 

her parents are married. Her brother 
Ron is 26, but his parents still provide 
more than 50% of his support, so he 

is included in the household size. Her 
sister Elizabeth is attending college but 
is an independent student and isn’t 
supported by their parents, so she isn’t 
included in the household size. Her 
sister Susan is not attending college 
but is working and supporting herself. 
However, if Susan were to apply for 
student aid, she would be considered a 
dependent student, so she is included. 
Therefore, the household size that Lydia 
reports for her parents is five. 


A student is a ward of the court if it has assumed legal custody of her. 
In some states the court may impose its authority over a juvenile who 
remains in the legal custody of her parents; such a student is not a 
ward of the court. Also, incarceration of a student does not qualify 
her as a ward of the court. In some states the phrase “ward of the 
state” is used. This is considered the same as a ward of the court for 
dependency status as long as the student is a ward of the state not due 
to incarceration. 


M@ Emancipation and legal guardianship (54 and 55). Students are 
independent if they are, or were upon reaching the age of majority, 
emancipated minors (released from control of their parent or 
guardian) or in legal guardianship, both as adjudicated by a court of 
competent jurisdiction in the state of the students’ legal residence at 
the time of the adjudication. While the basis for emancipation can vary 
by state, the emancipation must be determined by a court, not by an 
attorney. Students in legal guardianship to their parents—for instance, 
if they are disabled adults and under their parents’ care—are not 
independent for Title IV program purposes by this criterion and would 
answer “No” to Question 55. 


HM Unaccompanied homeless youth (56-58). A student is independent 
if at any time on or after July 1, 2015 (irrespective of whether he is 
currently homeless or at risk thereof), he is determined to be an 
unaccompanied youth who is homeless or is self-supporting and at 
risk of being homeless. This determination can be made by: a school 
district homeless liaison, the director (or designee) of an emergency 
shelter or transitional housing program funded by the U.S. Department 
of Housing and Urban Development, or the director (or designee) of a 
runaway or homeless youth basic center or transitional living program. 
Depending on the district, these authorities may only make this 
determination if the student is receiving their programs’ services or if, 
in the case of a school district homeless liaison, the student is in high 
school. An FAA may also determine this; see Chapter 5. 


STEP FOUR: PARENTS’ INFORMATION (DEPENDENT 
STUDENTS ONLY) 

Purpose: Questions 59-79 collect information about the student’s par- 
ents and their household. Questions 80-94 collect tax and financial data for 
the parents, and because these questions are answered in the same way as for 
the student, they were discussed earlier. 


M@ Parents’ personal information (59-69). The FAFSA asks for parents’ 
marital status; the month and year they were married, separated, 
divorced, or widowed; SSN; last name; first initial; and date of birth. 
This information is used for the IRS Data Retrieval in FOTW and 
helps the government estimate erroneous Pell payments. If the SSN, 
last name, and birth date for at least one parent are not provided, or if 
neither parent’s SSN matches with the Social Security Administration, 
the application will be rejected. When the SSN doesn’t match with 
SSA, the wrong number must be corrected so that the application and 
SSA agree. For a name or birth date that doesn’t match, correct the 
application if it’s wrong or re-enter the information if it’s correct. If the 
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parent doesn't have an SSN, enter 000-00-0000 to prevent or remove a 
reject code. (See also the SSN chapter in Volume 1.) 


Parents’ state of residence (70-72). Parents who do not live in the U.S. 
should enter “FC” for Question 70. 


Household size (73). This determines the standard living allowance 
that offsets family income in the EFC calculation. The following 
persons count in the household size of a dependent student's parents: 


> The student and parents, even if the student is not living with them. 


Exclude a parent who has died or is not living in the household 
because of separation or divorce, but include a parent who is on active 
duty in the U.S. Armed Forces apart from the family. 


> The student’s siblings and children, if they will receive more than 


half their support from the student’s parent(s) from July 1, 2016, 
through June 30, 2017. Siblings need not live in the home. This 
includes unborn children and siblings of the student who will receive 
more than half support from the student’s parent(s) from birth to 

the end of the award year. It also includes siblings who would be 
considered dependent based on the FAFSA dependency questions 
(i.e., they need not be students nor apply for aid). 


For children in the household size, the “support test” is used rather 
than residency because there may be situations in which a parent 
supports a child who does not live with her, such as when the parent 
is divorced or separated. If the parent receives benefits (such as Social 
Security payments) in the child’s name, these benefits must be counted 
as parental support to the child. 


> Other persons who live with and receive more than half their support 
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from the student’s parent(s) and will receive more than half support 
for the entire award year. When the application is submitted after the 
start of the year, see the relevant paragraph and example about legal 
dependents on page 25. See also the margin note on foster children on 
page 33. 


Number in college (74). The applicant is always included in the 
number in college, but parents are not included. Others who count in 
the household size are in the number in college if they are or will be 
enrolled at least half time during the award year in an eligible degree 
or certificate program at a school eligible for any of the FSA programs. 
The definition of half-time enrollment for this question must meet the 
federal requirements even if the school defines half time differently. 
(See Volume 1: Student Eligibility for enrollment status requirements.) 


Receipt of means-tested federal benefits (75-79). This as an 
alternative for the tax return requirement of the simplified needs and 
automatic zero EFC tests. 


Tax forms filed by parents, filing status, income, and assets (80-83, 
85-94). Refer to the earlier discussion for these questions. 


STEP 4 
Questions 70-94 
State, household size, 
number in college, 
benefits, and tax data 


FSA and IRS household rules 

The rules that decide whether someone 
is counted in the household for FSA 
purposes aren't identical to the IRS 
rules for determining dependents or 
household members. 


St 
Service academies, household 
size, and number in college 
Students at U.S. service academies (see 
the margin note on page 24) have most 
of their primary educational expenses 
paid for by the federal government. 
Because of this, their families cannot 
“reasonably be expected to contribute 
to their postsecondary education” and 
they are not counted in the number in 
college in the families of either depen- 
dent or independent students. Since 
they will not receive more than one-half 
of their support from any person, they 
also do not count in the household 

size of any independent students and 
some dependent students. However, if 
a service academy attendee is a sibling 
of a dependent student and can answer 
“No” to all the dependency status ques- 
tions, he would count in the household 
size of that dependent student. 

HEA Sec. 474(b)(3); 480(k),(I) 


Number in college 
HEA Sec. 474(b)(3) 
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STEP 4 
Question 84 
Dislocated worker 


Response of “Don’t know” 

“Don't know’ is treated as “No” by the 
CPS. If a person gives this response, 
you are not required to verify it, but you 
may want to determine if he is a dislo- 
cated worker and if that would affect 
the student's eligibility for federal aid. 


H Dislocated worker (84). This status, as defined in the Workforce In- 


novation and Opportunity Act or WIOA, is an alternative to the tax 
return and means-tested federal benefits criteria for determining if a 
person qualifies for the simplified needs test or automatic zero EFC. A 
person would answer “Yes” to this question if she meets the statutory 
definition of dislocated worker but does not appear to because of the 
general nature of the FAFSA instructions. Under the WIOA, a dislo- 
cated worker is someone who falls into at least one of these categories: 


> A person who meets all of the following requirements: 


e — she was terminated or laid off from employment or received a 
notice of termination or layoff; 


e — she is eligible for or has exhausted her unemployment compen- 
sation, or she is not eligible for it because, even though she has 
been employed long enough to demonstrate attachment to the 
workforce, she had insufficient earnings or performed services for 
an employer that weren't covered under a state’s unemployment 
compensation law; and 


e she is unlikely to return to a previous industry or occupation. 


> A person who was terminated or laid off from employment or re- 
ceived a notice of termination or layoff as a result of any permanent clo- 
sure of, or any substantial layoff at, a plant, facility, or enterprise. 


> A person who is employed at a facility at which the employer made a 
general announcement that it will close within 180 days. 


> A person who is employed at a facility at which the employer made a 
general announcement that it will close. 


> A self-employed person (including farmers, ranchers, or fishermen) 
who is unemployed because of natural disasters or because of general 
economic conditions in his community. 


> A spouse of an active duty member of the Armed Forces who has ex- 
perienced a loss of employment because of relocating due to permanent 
change in duty station. 


> A spouse of an active duty member of the Armed Forces who is un- 
employed or underemployed and is experiencing difficulty in obtaining 
or upgrading employment. 


> A displaced homemaker who meets all of the following criteria: 


e she has been providing unpaid services to family members in the 
home; 


e she has been dependent on the income of another family member 
but is no longer supported by that income; and 
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Reporting information in cases of death, separation, divorce, and remarriage 
Death of a parent 
If one, but not both, of the student's parents has died, the student answers the parental questions about the surviving biological 
or adoptive parent and does not report any financial information for the deceased parent. If both her parents are dead when she 
fills out the FAFSA, she must answer “Yes” to Question 53, making her independent. Remember that an adoptive parent counts as a 
parent, but a legal guardian doesn't. If the surviving parent dies after the FAFSA has been filed, the student must update her depen- 
dency status and report income and assets as an independent student. 


Stepparent 
A stepparent is treated like a biological parent if the stepparent has legally adopted the student or if the stepparent is married, as 
of the date of application, to a student's biological or adoptive parent whose information will be reported on the FAFSA. There are 
no exceptions. A prenuptial agreement does not exempt the stepparent from providing information required of a parent on the 
FAFSA. The stepparent's income information for the entire base year, 2015, must be reported even if the parent and stepparent were 
not married until after 2015. See above for how to fill out the parent questions when the stepparent's spouse (the biological parent) 
dies; if the stepparent has not adopted the student, he would no longer provide parental information as before, but any financial 
support he gives to the student would be counted as untaxed income. 


Divorce of the student's parents 
If the student's parents are divorced, he should report the information of the parent with whom he lived longer during the 12 
months prior to the date he completes the application, regardless of which parent claimed him as an exemption for tax purposes. If 
the student lived equally with each parent or didn’t live with either one, then he should provide the information for the parent from 
whom he received more financial support or the one from whom he received more support the last calendar year for which it was 
given. Note that it is not typical that a student will live with or receive support from both parents exactly equally. Usually you can 
determine that the student lived with one of the parents more than half the year or that he received more than half support from 
one of the parents. Example: Marta is 22 and doesn’t meet any of the independence criteria. Her parents divorced recently, and she 
hasn't lived with them since she was 18. Also, neither parent provided support in the past year. The last time she received support 
from her parents was when she lived with them and they were still married. Because her father’s income was larger and he contrib- 
uted more money to the overall household expenses, Marta determines that the last time she received support, most of it was from 
her father. She provides his data on the FAFSA. 


If biological or adoptive parents who are divorced still live together, their status is unmarried and living together and both would 
report their information on the FAFSA; see page 27. If one or both of them have married someone else and all live in the same 
household (and presumably the student lived with both parents an equal amount of time), the parent and stepparent, if applicable, 
who provided more support in the previous year would include their information on the FAFSA. Schools may use PJ to account for 
the other parent's financial contribution that is not already properly counted as child support on line 45c or money received on line 
45j of the 2016-2017 FAFSA. 


Separation of the student's parents or the student and spouse 
A couple need not be legally separated to be considered separated —they may deem themselves informally separated when one of 
the partners has left the household for an indefinite period and the marriage is severed. For a dependent student, use the rules for 
divorce to determine which parent's information to report. While a married couple that lives together can’t be informally separated, 
in some states they can be legally separated. If their state allows this, and if they are still living together and are legally separated, 
then that is their status on the FAFSA unless they are the parents of a dependent student, in which case their status is unmarried 
and living together and both would report their information. 


Common-law marriage 
If a couple lives together and has not been formally married but meets the criteria in their state for a common-law marriage, they 
should be reported as married on the FAFSA. If the state doesn’t consider their situation to be a common-law marriage, then they 
aren't married; a dependent student would follow the rules for divorce to determine which parent's information to report. Check 
with the appropriate state agency concerning the definition of a common-law marriage. 


HEA Sec. 475(f) 
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sTePS 4&5 
Questions 84 and 95 
Dislocated worker 
and independent 
student household size 


Independent student household 
size example 

Eddy is an independent student. He was 
married, but now he and his wife have 
separated. He’s paying child support, 
but it isn’t enough to provide more than 
half his children’s support, so he can’t 
include his children in his household 
size. Eddy’s nephew Chavo lives with 
him and gets more than half of his sup- 
port from Eddy (and will do so for the 
award year), so he can be counted in 
Eddy’s household size, which is two. 


Having just turned 24, Chavo is also 
independent, and his household size is 
one. 


e she is unemployed or underemployed and is having difficulty ob- 
taining or upgrading employment. An “underemployed” person 
is one who is working part time but wants to work full time or 
one who is working below the demonstrated level of her educa- 
tion or job skills. 


Not everyone who receives unemployment benefits will meet the 
definition of dislocated worker. For example, in general those who 
quit their jobs are not considered dislocated workers, even if they are 
receiving unemployment benefits. 


You are not required to verify the answer to this question. If you 
choose to verify it, documentation can include, as appropriate to the 
category, a letter or a layoff or termination notice from the employer, 
unemployment insurance (UI) system verification, tax returns, a 
business license, or newspaper articles. You may also use documents 
from the state workforce agency or a “one-stop career center,’ though 
they are not required to provide you such documentation and a 
person may meet the dislocated worker definition without going to the 
workforce investment system for services. Absent all other evidence, 
self-certification will suffice, such as a statement signed by the person 
affirming that he meets the definition of dislocated worker. 


Information from the workforce investment system. The local 
workforce investment system and state UI agency may support 
financial aid administrators by: 


* providing general information to dislocated workers; 


* providing general information to financial aid administrators, such 
as the WIOA definition of dislocated workers and appropriate sam- 
ples of documentation that financial aid offices can request from an 
individual to verify dislocated worker status; 


e providing specific information to dislocated workers. A person can 
request documentation from the career center or other appropri- 
ate office that he is receiving dislocated worker services through the 
workforce investment system. That office can give the documenta- 
tion to him, or at his request it may (but is not obligated to) give the 
documentation directly to the college. 


If you must determine if someone is a dislocated worker, you have sole 
responsibility and must make the determination regardless of whether 
the person has proof of dislocated worker status—or is receiving dislo- 
cated worker services—from the workforce investment system. 


STEP FIVE: INDEPENDENT STUDENT DATA 

Purpose: Questions 95-102 collect information about independent 
students. Only students who answered “Yes” to one or more questions in 
Step Three complete this step. 


M Student’s household size (95). The following persons are included in 
the household size of an independent student: 
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> The student and his or her spouse, unless the spouse has died or is 
not living in the household due to separation or divorce. 


> The student’s children, regardless of where they live, if they will 
receive more than half of their support from the student from July 1, 
2016, through June 30, 2017. This includes the student’s unborn 


children who will be born during the award year and will receive more 


than half their support from the student from birth to the end of the 
award year. 


> Other persons who live with and receive more than half their support 
from the student and will receive more than half support for the entire 


award year. For FAFSAs submitted after the start of the year, see the 
relevant paragraph and example about legal dependents on page 25. 
See also the margin note on foster children. 


H@ Number in college (96). The student is always included in the number 


in college. Also included are those in the household size who are or 
will be enrolled at least half time during the award year in a degree or 


certificate program at a Title IV-eligible school and who can reasonably 


be expected to receive aid from the family for their education. The 
definition of half-time enrollment for this question must meet the 
federal requirements even if the school defines half time differently. 


HM Receipt of means-tested federal benefits (97-101). This is an 
alternative for the tax return requirement of the simplified needs and 
automatic zero EFC tests. 


HM Dislocated worker (102). See the explanation of Question 84 earlier. 


STEP SIX: SCHOOL INFORMATION 

Purpose: These items collect information about which colleges the stu- 
dent wants to receive his FAFSA information. For a college to be able to 
receive his data, the student must list the college’s federal school code (not 
the OPE ID) or enter its complete name, address, city, and state. There is a 
federal school code search on FAFSA on the Web (www.fafsa.gov), and the 


entire list of school codes is available in portable document format (PDF) and 


Excel on the IFAP site (www.ifap.ed.gov). 


For each school the student indicates whether he expects to live on or off 
campus or with his parents. This information is not used to calculate his EFC, 


but it is useful to schools for determining the cost of attendance. 


The student can list up to four schools on the paper FAFSA and 10 on 


the Web (at least one is required). If he wants his information to be available 


to more schools, he can use his SAR or FOTW to change the schools listed. 
The CPS will send data to no more than 10 (four with the paper FAFSA) 
schools at a time. Chapter 4 tells how a student can add or change schools. 
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STEPS 5 & 6 
Questions 95-103 
Number in college, 
federal benefits, 
school data, and date 


Copies of signed documents 
While you will often receive documents 
with original or “wet” signatures from 
the student (e.g., a paper FAFSA that 
the student has worked on and signed 
while in your office), there might be an 
occasion where the student gives you 
a copy or sends you a fax of a signed 
document. Except for a copied FAFSA, 
other imaged versions of the original 
signed document are valid and may be 
retained. 


Foster children in household size 
Typically foster children do not count 

in the household size as their costs are 
covered by foster care payments. How- 
ever, children in “kinship foster care” 

for whom no benefits are provided can 
count in the household size if they meet 
the tests for other persons, i.e., if they 
live with and receive more than half 
their support from their foster parents 
for the award year. 


School information on the ISIR 
Beginning with the 2016-2017 year, the 
ISIR will only display the federal school 
code and corresponding housing code 
of the receiving school. The information 
of other schools the student included 
on the FAFSA will not appear except on 
the SAR and on ISIRs sent to state grant 
agencies. See the November 12, 2015, 
electronic announcement as well as The 
ISIR Guide 2016-2017. 
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STEP SEVEN: SIGNATURE(S) 
STE Pp / Purpose: By signing the FAFSA, the applicant is assuming responsibility 


. for the accuracy of the information reported. 
Questions 104-108 
MH Date and signature(s) (104-105). In addition to certifying that the 


S IQ natures and data on the FAFSA are correct, the student is also signing a Statement 
prepare r’s data of Educational Purpose, which is required to receive FSA funds. 
Among other things, the student agrees to spend FSA funds only on 
educational expenses and affirms that he is not in default on a federal 
loan or does not owe a grant overpayment. If he is dependent, one 
parent whose information is reported on the FAFSA must also sign. 


Assistance in preparation of the 

FAFSA Substitutes for a parent’s signature. While parent information must 

HEA Sec. 483(d) be provided for a dependent student, a high school counselor or a col- 
lege aid administrator may sign the application in place of a parent if: 


e the parents are not currently in the United States and cannot be con- 
tacted by normal means, 


e the current address of the parents is not known, or 


e the parents have been determined physically or mentally incapable 
of providing a signature. 


The signer must provide her title in parentheses next to her signature 
and briefly state the reason (only one is needed) why she is signing for 
the parents; if this is not done, the FAFSA will not be processed. The 
signer assures a minimum level of credibility in the data submitted; 
however, she does not assume any responsibility or liability in this pro- 
cess. If the counselor or FAA finds any inaccuracies in the information 
reported, she should direct the student to send the SAR through the 
normal correction process or, if she is an FAA, she can submit correc- 
tions through FAA Access. Because this proxy signing isn't possible 
electronically, it must be done on a paper FAFSA or on the signature 
page/FAFSA summary used with FAA Access. 


M@  Preparer’s ID and signature (106-108). Only persons who are paid 
a fee to help the student fill out the application are considered FAFSA 
preparers. Those who advise students without charging a fee, such as 
high school counselors and FAAs, are not preparers. A preparer must 
include his name, his company’s name (if applicable), his address or 
the company address, and either his SSN or the company employer 
identification number (EIN, as assigned by the IRS). With the paper 
FAFSA, the preparer must also sign and date the form. 


Preparers have other obligations. In their advertising and initial 
contact with a consumer, including via the Internet or phone, they 
must clearly inform him that the FAFSA is free and can be completed 
electronically or on paper without professional help. If they have a 
website for their service, it must link to FAFSA on the Web. They may 
not use any form other than the FAFSA to apply for Title IV aid. 


A preparer who knowingly falsifies information on the application is 
subject to the same penalties as an applicant. 
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Signatures for electronic applications 

FAA Access to CPS Online 
If you enter a student's original application through FAA Access to CPS Online, you must obtain original or “wet” signatures 
on the printed signature page/FAFSA summary or on a completed paper FAFSA, and you must keep the signed document 
in the school files even if the student doesn't receive federal student aid or attend your school. You may electronically store 
the original document, but you may not accept faxed or copied signatures from the student for the FAFSA. (You have more 
latitude regarding verification documents and changes to the application; see Chapter 4.) 


FAFSA on the Web 
Students who have an FSA ID can electronically sign their FAFSA on the Web. Parents who have an FSA ID can also 
electronically sign. 


Alternately, students can print the signature page, sign it, and mail it to the processor. If the processor doesn’t receive 

the signature page within 14 calendar days of receiving the application data, it will mail a “reject 16” SAR to the student 
(“Missing student signature on Web application’), which the student can sign and return. If the student chooses not to 
print and send a signature page, or if no printer was available, the processor won't wait 14 days to print a rejected SAR for 
the student but will generate one within 72 hours of receiving the data. 


If the student indicated on an electronic FAFSA that she would print, sign, and mail in a signature page but the processor 
has not received the signature page, the student can call FAFSA on the Web customer service and have her record released 
from the FAFSA hold file. Because no signature page has been received, the FAFSA processor will produce a rejected SAR 
and mail it to the student to sign and return. The processor will accept the first signature document it receives—either the 
signed signature page or the signed SAR. 


Schools and states receive ISIRs for rejected records. A student's reject 16 SAR and her ISIR will reflect the data that she 
provided on the application; however, the CPS won't calculate an official EFC for the student (an unofficial EFC that cannot 
be used to award or disburse aid will appear on the ISIR) or do any database matches until it receives a signed signature 
page, a signed SAR, or an electronic signature. A school can also collect the required “wet” signatures at the school, either 
on the SAR or a document that has the required certification statements (FAA Access allows schools to print out a signature 
page for the ISIR). The school can then submit an electronic correction showing that the signatures have been provided. 


Renewal FAFSA on the Web 
To access their Renewal FAFSA on the Web, students must provide their FSA ID. In addition to allowing access to application 
data over the Internet, the FSA ID is a legal equivalent to a manual or “wet” signature for FSA purposes. For an independent 
student, no other signatures are needed, and the application will be processed within 72 hours. 


Parents of dependent students can sign with their own FSA ID. Otherwise, the student can print a signature page for the 
parent. If the student indicates that no printer was available, the CPS will generate a “reject 15” (“Missing parent signature 
on FAFSA or SAR”) output document for the student within 72 hours. If the student indicated she would send in a signature 
page, the processor will wait up to 14 calendar days to receive the signed page. If it doesn’t receive a signed signature page 
after 14 days, it will generate a reject 15 SAR and send it to the student. The student must have a parent sign the SAR and 
must send it back to the address on the SAR. For reject 15 records, a student's SAR and ISIR will reflect the data provided on 
the application, but the processor won't calculate an EFC for the student until it receives the parent's electronic signature or 
the signed SAR or signature page. 


Signature requirements for changes made after the FAFSA is filed will be discussed in Chapter 4. 
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Signature Requirements: Application and Verification for All FSA Programs 


Application 
(FAFSA, FAFSA on the Web, 
FAA Access to CPS Online) 


Student Must sign statement that 
data are accurate and other 
conditions are met (on paper 
FAFSA, Web summary, or 
signature page or by using 
the FSA ID). 


One parent must sign state- 
ment that data are accurate 
(on paper FAFSA, Web sum- 
mary, or signature page or by 
using the FSA ID). 


Parent(s) 
(if student is 
dependent) 


Must certify if overriding de- 
pendency status or exercising 


Aid Administrator 


PJ (can’t be done on FAFSA on 


the Web). 


IRS Documentation 
(Transcript or other form 
submitted for verification) 


IRS Data Retrieval Tool (DRT) 
or tax return transcript (does 
not need to be signed). In rare 
instances when the tax return 
is used, it must be signed by 
the student (or spouse), or 
the tax preparer must provide 
his name and SSN, EIN, or 
PTIN. 


DRT or tax return transcript 
(which does not need to be 
signed). In rare instances 
when the tax return is used, 
it must be signed by one par- 
ent, or the tax preparer must 
provide his name and SSN, 
EIN, or PTIN. 


Signature Requirements for Changes* 


Changes via SAR or Changes submitted via | Professional Judgment 
Corrections onthe Web__| FAA Access via FAA Access 


Student Must sign corrections state- 


ment on the SAR; on the 
Web the FSA ID serves as the 
student's signature. 


One parent must sign the 
corrections statement on 
the SAR. If parent data are 


Parent(s) 
(if student is 
dependent) 


and sign signature page. 
Aid Administrator 


changed on the Web, a parent 
must sign with FSA ID or print 


School must have signed 
documentation from student 
and parent. 


Verification Document 


Must sign documents used 
to verify FAFSA data. 


One parent must sign docu- 
ments used to verify FAFSA 
data. 


Must certify for PJ/FAA 
adjustments or dependency 
override. 


* These requirements apply to any submission of changes to the Central Processing System, whether required by regulation (for Pell 
Grant recipients or corrections to data match items) or at the discretion of the financial aid administrator (for Campus-Based aid and 


Stafford Loans). 
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Expected Family 
Contribution (EFC) 


CHAPTER 3 


The EFC is a measure of how much the student and his or her family can be 
expected to contribute to the cost of the student’s education for the year. The 
EFC is calculated according to a formula specified in the law. In this chapter we 


describe the EFC formula in detail. 


GENERAL INFORMATION 
ll the data the CPS uses to calculate the EFC come from the information 
the student provides on the FAFSA. The EFC formula uses many 
variables, including income, assets, the number of persons in the household, 
and the number of those attending college for the award year. 


Every year the Department publishes updated tables used in the EFC 
calculation. The 2016-2017 updates are in the May 27, 2015, Federal Register. 
Also available at www.ifap.ed.gov is the EFC Formula Guide. 


The law provides three different formulas to calculate the EFC: one for 
dependent students, one for independent students without dependents other 
than a spouse, and one for independent students with dependents other than 
a spouse. In addition, there are three simplified versions of each formula with 
fewer data elements. 


SIMPLIFIED FORMULA 

The simplified formula is basically the same as the regular formula except 
that asset information isn’t considered in the calculation. A dependent stu- 
dent qualifies for the simplified calculation if 


e the parents’ combined AGI (for tax filers) or income earned from 
work (for non-filers) was less than $50,000, and 


e either (1) the parents were not required to file an IRS Form 1040,' 
(2) one of them is a dislocated worker as defined in the Workforce 
Innovation and Opportunity Act (see Chapter 2 for a description of 
dislocated worker), or (3) anyone counted in their household size 
received a means-tested federal benefit during 2014 or 2015.’ 


An independent student qualifies for the simplified calculation if 
e the student’s and spouse’s combined AGI (tax filers) or income 


earned from work (non-filers) was less than $50,000, and 
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Basic EFC formulas 

> Dependent students 

> Independent students 

> Independent students with 
dependents 


Special calculations 

> Simplified formula (no assets) 

= Automatic zero EFC 

> Other than nine-month enrollment 


HEA Sec. 474-479 


' Persons not required to file the IRS 
Form 1040 comprise those who do not 
have to submit a return, who filed or 
will file a 1040A or 1040EZ, and who 
were eligible to file a 1040A or 1040EZ 
but filed or will file a Form 1040 for no 
substantial reason or solely to claim an 
education tax credit. 


For qualifying for the simplified formula 
or the automatic zero EFC, a foreign 

tax return counts as an IRS Form 1040, 
while a tax return for Puerto Rico, Guam, 
American Samoa, or the Virgin Islands 
counts as a Form 1040A or 1040EZ. 


* See margin note #2 on the next page. 
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"See margin note #1 on the previous 
page. 


? The means-tested federal benefit pro- 

grams are: 

* Supplemental Security Income (SSI) 
Supplemental Nutrition Assistance 
Program (SNAP) benefits, also 
known as food stamps 
Free and reduced price school 
lunches 
Temporary Assistance for Needy 
Families (TANF) 

Special Supplemental Nutrition 
Program for Women, Infants, and 
Children (WIC) 


A person need not have received the 
benefit for an entire year; receiving it at 
any time in the base or prior year quali- 
fies. Also, an FAA may use professional 
judgment (PJ) to count a benefit if a 
person did not receive it during those 
24 months but is receiving it now. 


Automatic zero EFC 
HEA Sec. 479(c) 
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e either: (1) the student and spouse were not required to file an IRS 
Form 1040,! (2) one of them is a dislocated worker as defined in the 
Workforce Innovation and Opportunity Act, or (3) anyone counted 
in the household size received a means-tested federal benefit during 
2014 or 2015.” 


FAFSA on the Web has a threshold question that will cause the asset 
questions to be skipped when the student seems eligible for the simplified 
formula or an automatic zero EFC. But in some instances, such as when us- 
ing a paper FAFSA, a student who qualifies for the simplified formula will 
provide asset information. In those cases the CPS will calculate two EFCs: 
one using the assets and one excluding them. The EFC from the simplified 
formula (which excludes assets) is called the primary EFC and is printed 
on the front of the student’s SAR, while the EFC from the full calculation is 
called the secondary EFC and is printed in the FAA Information section. To 
determine the student’s federal aid, the school must use the primary EFC, 
which will always be less than or equal to the secondary EFC. If it turns out 
that the student was not eligible for the simplified formula and did not pro- 
vide asset information, the school must correct and submit the record and 
use the EFC reported on the resulting transaction. 


AUTOMATIC ZERO EFC 

The law also provides for an automatic zero EFC for some students. The 
rules for determining who they are are the same as those for the simplified 
formula with these differences: 


e ‘The income threshold is $25,000 or less instead of less than $50,000. 


e Independent students without dependents other than a spouse 
(those who use Formula B) do not qualify for an automatic zero 
EFC. 


DEPARTMENT OF DEFENSE MATCH AND 
IRAQ AND AFGHANISTAN SERVICE GRANT 

Schools will consider the EFC to be zero for Pell-eligible students with 
a parent or guardian who was a member of the U.S. armed forces and who 
died as a result of service in Iraq or Afghanistan after September 11, 2001. 
These students must have been less than 24 years old or enrolled in college 
when the parent or guardian died. 


The CPS will match applications against a file provided by the 
Department of Defense. If a match is found, a personalized letter will be sent 
to the student explaining the potential increase in funding, the DOD match 
flag will be set to “Y” on the ISIR, and a date will appear in the parent’s date 
of death field (which, out of sensitivity, will not be noted on the SAR). The 
CPS will calculate an EFC normally; the school should use a zero EFC when 
packaging qualifying students. 


Students in this situation who are not Pell eligible because their EFC is 
too high will be able to receive an Iraq and Afghanistan service grant (see 
Volume 1, Chapter 6). The amount of the grant will be the same as that of 
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the Pell Grant they would have been eligible for with a zero EFC minus a set 
percentage (see Chapter 3 of Volume 3 for specific guidance on calculating 
grant awards). However, for these students the school uses the EFC 
calculated by the CPS for packaging instead of zero. 


ALTERNATE EFCS 

The law specifies how the EFC of a dependent student must be modified 
if the student is going to enroll for other than a nine-month period. The EFC 
found in the upper right corner of the first page of the output document is 
based on a nine-month enrollment period and should always be used for 
awarding a Pell Grant, even if the student is attending for a longer or shorter 
period. The second section of the “FAA Information” area contains a table of 
alternate primary and secondary EFCs for periods of 1-12 months. These are 
alternate EFCs that you must use to award aid (other than Pell grants) if the 
student is attending for other than nine months. 


THE EFC WORKSHEETS 

The end of the chapter contains the EFC worksheets, which can be used 
to manually calculate an EFC or to see how the EFC is determined for each of 
the formulas explained hereafter. For items that are taken from the FAFSA, 
the worksheets indicate the corresponding FAFSA/SAR line numbers. On the 
worksheets for the simplified formula, the parts of the calculation that aren’t 
used are grayed out. 


FORMULA A—DEPENDENT STUDENTS 

The EFC for a dependent student is calculated using the FAFSA data 
for the student and his parents. The CPS calculates the parents’ contribution 
(which includes their assets), the student’s contribution from income, and the 
student’s contribution from assets; the EFC is the sum of these three. 


Under the simplified formula, the parent’s contribution doesn’t include 
assets, nor is the student’s contribution from assets counted. 


Parents’ contribution 

The parents’ available income and contribution from assets are first 
determined, and then these are used with the number in college to calculate 
the parents’ contribution. 


V Parents’ available income. The parents’ available income is calculated 
by subtracting certain allowances from the parents’ total income. These 
allowances account for certain nondiscretionary expenses, such as taxes and 
basic living expenses. Once a minimum level of support has been offset for 
those expenses, the formula assumes that the remaining income is available 
for discretionary purposes, including paying for a postsecondary education. 
The available income can be a negative number. 


The total income is the sum of the taxable and untaxed income, minus 
amounts reported in the income but excluded from the formula. If the par- 
ents are tax filers, the parents’ AGI as reported on the FAFSA is the amount 
of the parents’ taxable income used in the calculation. If the parents are not 
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Negative AGI or zero? 

The FAFSA instruction for parents’ AGI 

is to use the number that appears on a 
specific line of the tax return; this can be 
a negative number. The first line of the 
worksheet for EFC Formula A cites the 
FAFSA line number and instructs you to 
substitute a zero if the AGI is negative. 
This does not mean that a negative AGI 
should be reported as a zero on the 
FAFSA. The CPS will change the value 

to zero, and it makes assumptions that 
you will not when completing an EFC 
worksheet by hand. When filling out the 
FAFSA, the applicant should follow the 
instruction given and use the AGl as it 
appears on the tax return. 
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tax filers, the calculation uses the parents’ reported income earned from 
work. Total income can be a negative number. 


The sum of the following allowances reduces the parents’ total income: 


e U.S. income tax paid. Use the amount reported on the FAFSA. 
Non-tax filers don’t receive this allowance. If this is a negative 
amount, it is set to zero. 


e State and other tax allowance. Use Table Al. This allowance is a 
percentage of parents’ total income and approximates the average 
amount paid in state and other taxes. The percentage varies accord- 
ing to the state and according to whether the parents’ total income 
is below $15,000 or is $15,000 or more. The state used is the parents’ 
state of legal residence reported on the FAFSA. If this item is blank 
or invalid, the student’s reported state of legal residence is used. If 
both are blank or invalid, the state in the student’s mailing address is 
used. If all three are blank or invalid, the rate shown in Table A1 for 
a blank or invalid state is used (2% for total income below $15,000; 
1% for total income of $15,000 or more). If the allowance is a nega- 
tive amount, it’s set to zero. 


e Parents’ Social Security tax allowance. The parents’ Social Security 
taxes are calculated separately by applying the rates shown in Table 
A2 to both parents’ income earned from work in 2015 (as reported 
on the FAFSA). The total allowance for Social Security taxes is never 
less than zero. 


¢ Income protection allowance. Use Table A3. This allowance is for 
the basic living expenses of a family. It varies according to the num- 
ber in the parents’ household and the number in college in 2016- 
2017, as reported on the FAFSA. In general, a school can assume 
that 30% of the income protection allowance amount is for food, 
22% for housing, 9% for transportation expenses, 16% for clothing 
and personal care, 11% for medical care, and 12% for other family 
consumption. The income protection allowance used for a particular 
student is provided as one of the intermediate values in the FAA In- 
formation Section of the output document (labeled as “IPA”). 


e Employment expense allowance. Families with two working parents 
and one-parent families have extra expenses that must be consid- 
ered, such as housekeeping services, transportation, clothing and 
upkeep, and meals away from home. This allowance recognizes those 
extra expenses. For two working parents, the allowance is 35% of the 
lesser of the first or second parent’s income earned from work (ques- 
tions 88 and 89), but may not exceed $4,000. For one-parent fami- 
lies, the allowance is 35% of the parent’s income earned from work, 
also not to exceed $4,000. Ifa student’s parents are married and only 
one parent reports an income earned from work, the allowance is 
zero. The employment expense allowance is never less than zero. 


V Parents’ contribution from assets. The full formula uses the assets of 
parents of a dependent student and determines a “contribution from assets.” 
This amount is combined with available income to give an accurate picture of 
the family’s financial strength. In the simplified formula assets aren’t counted. 
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First, the parents’ net worth is calculated by adding assets reported on 
the FAFSA. The net worth of a business or a farm is adjusted to protect a 
portion of these assets. Use Table A4 to calculate the amount to be used. 


Second, the parents’ discretionary net worth is calculated by subtracting 
the education savings and asset protection allowance (Table A5) from the 
parents’ net worth. As with income, this is done to protect a portion of 
assets. The allowances for ages 40 through 65 approximate the present cost 
of an annuity which, when combined with Social Security benefits, would 
provide a moderate level of living for a retired couple or single person at age 
65. As shown in Table A5, the allowance increases with the age of the older 
parent (as reported on the FAFSA) to indicate the cost of purchasing such an 
annuity at a given age. Discretionary net worth may be less than zero. 


Finally, the discretionary net worth is multiplied by the conversion rate 
of 12% to get the parents’ contribution from assets, which represents the 
portion of parental assets considered available to help pay for the student’s 
college education. If the contribution from assets is negative, it is set to zero. 


Y Calculation of parents’ contribution. This is the final step in 
determining the parents’ contribution. The parents’ available income and 
contribution from assets are added together to determine the parents’ 
adjusted available income, which can be a negative number. The total 
parents’ contribution from adjusted available income is calculated from the 
amounts and rates in Table A6 and is the total amount parents are expected 
to contribute toward all of their family’s postsecondary educational costs. The 
rates in Table A6 increase from 22% to 47% as the adjusted available income 
increases. This is based on the principle that as income increases beyond the 
amount needed to maintain a basic standard of living, the portion used for 
family maintenance decreases and the portion available for discretionary 
purposes increases. Therefore, a progressively larger amount of income may 
be contributed toward postsecondary educational costs. 


The parents’ contribution for the individual student is calculated by 
dividing the total parents’ contribution from adjusted available income by the 
number in college in 2016-2017, as reported on the FAFSA. Parents are not 
included in the number attending college. 


Student’s contribution from income 

To determine the student’s contribution from income, the student’s 
available income (AJ) is first calculated by subtracting total allowances from 
the student’s total income. The AI is then assessed at a rate of 50% to obtain 
the student contribution from available income. If the student contribution 
from available income is less than zero, it’s set to zero. 


As with the parents’ income information, the student’s total income is 
calculated using information from his FAFSA. His total income is the sum of 
his taxable and untaxed income, minus amounts reported in the income but 
excluded from the formula (see Chapter 2 for more on these exclusions). If 
the student is a tax filer, his AGI as reported on the FAFSA is the amount of 
taxable income used in the calculation. If he is not a tax filer, the calculation 
uses his reported income earned from work. The total income may be a 
negative number. 
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The allowances are calculated by adding the following: 


e U.S. income tax paid. Use the amount reported on the FAFSA. 
Non-tax filers don’t receive this allowance. If this is a negative 
amount, it’s set to zero. 


e State and other tax allowance. Use Table A7. This allowance is a 
percentage of the student’s total income. The percentage varies ac- 
cording to the state. The state to be used is the student's state of legal 
residence reported on the FAFSA. If that item is blank or invalid, 
the state in the student’s mailing address is used. If both items are 
blank or invalid, the parents’ state of legal residence is used. If all 
three items are blank or invalid, the rate for a blank or invalid state 
in Table A7 is used (2%). If the allowance is a negative amount, it’s 
set to zero. 


e Social Security tax allowance. The student’s Social Security taxes are 
calculated by applying the rates shown in Table A2 to the student’s 
income earned from work in 2015 (as reported on the FAFSA). The 
total allowance for Social Security taxes is never less than zero. 


e Income protection allowance. The income protection allowance for 
a dependent student is $6,400. 


e Parent’s negative AAI. To recognize that a student’s income may 
be needed to help support the family, the EFC calculation allows a 
parent’s negative adjusted available income (AAI) to reduce a de- 
pendent student’s contribution from income. Because the student’s 
contribution from income cannot be negative, this will not affect the 
student’s contribution from assets. 


Student's contribution from assets 

The student’s assets are treated the same way as the parents’ assets with 
three differences: there is no adjustment to the net worth of a business or 
farm, there is no education savings and asset protection allowance, and net 
worth is assessed at the rate of 20%. Remember that under the simplified 
formula there is no student contribution from assets. 


The student’s net worth is calculated by adding assets reported on the 
FAFSA (negative amounts are converted to zero for this calculation). The 
net worth is multiplied by 20% to obtain the student’s contribution from 
assets, which is the portion of assets considered available to help pay for his 
postsecondary education. 


Alternate EFCs for other than nine-month enrollment 

The standard parents’ contribution is for a nine-month enrollment pe- 
riod. For a shorter period, the parents’ contribution is prorated according 
to the number of months of enrollment. The student’s contribution from 
available income is also prorated and then added to the student asset contri- 
bution, which is not prorated. For an enrollment of more than nine months, 
the parents’ contribution is calculated by adjusting the standard nine-month 
formula on page 3 of Worksheet A of the EFC worksheets, and the student’s 
contribution remains at the nine-month amount. 


SSS FSA HB May 2016 


AVG-42 


Glossary/Acronyms CFR DCL Chapter 3—Expected Family Contribution (EFC) 


FORMULA B—INDEPENDENT STUDENT WITHOUT 
DEPENDENTS OTHER THAN A SPOUSE 

The EFC for an independent student without dependents other than a 
spouse is calculated using FAFSA data for the student and spouse. The CPS 
calculates a contribution from available income and a contribution from as- 
sets. The sum of these two is divided by the number in college in 2016-2017, 
as reported on the FAFSA. The result is the EFC for the 2016-2017 award 
year. Under the simplified formula, the contribution from assets isn’t used. 


Contribution from available income 

The student’s available income, which can be a negative number, is 
calculated by subtracting the total allowances from the total income. These 
allowances account for certain nondiscretionary expenses, such as taxes and 
basic living expenses. Once a minimum level of support has been provided 
to meet those expenses, the formula assumes that the remaining income is 
available for discretionary purposes, including paying for a postsecondary 
education. The available income is then assessed at a rate of 50% to obtain the 
student’s contribution from available income. 


¥V Total income. The total income is the sum of the student’s and her 
spouse’s (if the student is married) taxable and untaxed income, minus 
amounts reported in the income on the FAFSA but excluded from the 
formula (see Chapter 2 for more on these exclusions). If the student and 
spouse are tax filers, their AGI as reported on the FAFSA is the amount 
of taxable income used in the calculation. If they are not tax filers, the 
calculation uses reported income earned from work. Untaxed income is 
included in the formula because it may have a considerable effect on the 
family’s financial strength and, in some cases, may be the family’s main 
source of income. The total income can be a negative number. 


V Allowances against income. Total allowances are calculated by adding 
the following: 


e U.S. income tax paid. Use the amount reported on the FAFSA. 
Non-tax filers don’t receive this allowance. If this is a negative 
amount, it’s set to zero. 


e State and other tax allowance. Use Table B1. This allowance is a 
percentage of the student and spouse’s total income. The percent- 
age varies according to the state. The state to be used is the student'’s 
state of legal residence reported on the FAFSA. If that item is blank 
or invalid, the state in the student’s mailing address is used. If both 
items are blank or invalid, the rate for a blank or invalid state is used 
(2%). If the allowance is a negative amount, it’s set to zero. 


e Social Security tax allowance. The student and spouse’s Social Se- 
curity taxes are calculated separately by applying the tax rates shown 
in Table B2 to the student’s income earned from work in 2015 and 
the spouse’s income earned from work in 2015 (as reported on the 
FAFSA). The total allowance for Social Security taxes is never less 
than zero. 


e Income protection allowance. The income protection allowance for 
an unmarried student is $9,960. For a married student, the income 


protection allowance is $9,960 if the student’s spouse is enrolled at 
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least half time, and $15,960 if the student’s spouse isn’t enrolled at 
least half time. 


e Employment expense allowance. Families with two working 
spouses have extra expenses that must be considered, such as house- 
keeping services, transportation, clothing and upkeep, and meals 
away from home. This allowance recognizes those extra expenses. 

If the student isn’t married, the employment expense allowance is 
zero. If the student is married but only one person is working (either 
the student or the student’s spouse), the allowance is zero. If both 
the student and his spouse are working, the allowance is 35% of the 
lesser of the student’s income earned from work (Question 39) or 
the spouse’s income earned from work (Question 40), but it may not 
exceed $4,000. 


Contribution from assets 

For students who qualify for the simplified formula, there is no 
contribution from assets. In the full formula, the assets of an independent 
student with no dependents other than a spouse are considered in order 
to fully measure the family’s ability to contribute toward postsecondary 
educational costs. 


First, the net worth of the student and spouse’s assets is calculated by 
adding assets reported on the FAFSA. The net worth of a business or a farm 
is adjusted to protect a portion of the net worth of these assets. Use Table B3 
to calculate the amount to be used. 


Second, the student and spouse’s discretionary net worth is calculated 
by subtracting the asset protection allowance (Table B4) from the net worth. 
The allowance increases with the age of the student as of December 31, 2016, 
which may be determined from the student’s date of birth as reported on 
the FAFSA. This is done to protect a portion of assets that may be needed 
for purposes other than education, such as emergencies or retirement. 
Discretionary net worth can be less than zero. 


Finally, the discretionary net worth is multiplied by the conversion rate 
of 20% to obtain the student and spouse’s contribution from assets, which 
represents the portion of the value of the assets that is considered available to 
help pay for the student’s college education. If the contribution from assets is 
less than zero, it’s set to zero. 


Alternate EFCs for other than nine-month enrollment 

The standard EFC is for a nine-month enrollment period. If the student 
will be enrolled for less than nine months, the EFC is simply prorated by 
dividing it by nine and then multiplying the result by the number of months 
the student will be enrolled. For an enrollment of more than nine months, 
however, the EFC remains at the nine-month amount. 


SSS FSA HB May 2016 


AVG-44 


Glossary/Acronyms CFR DCL Chapter 3—Expected Family Contribution (EFC) 


FORMULA C — INDEPENDENT STUDENT WITH 
DEPENDENTS OTHER THAN A SPOUSE 

The EFC for an independent student with dependents other than a 
spouse is calculated using the information for the student and spouse pro- 
vided on the FAFSA. The formula is almost the same as the formula for the 
parents of a dependent student. There are three basic steps. First, the student’s 
available income is determined. Then, the student’s contribution from assets 
is calculated. Finally, the EFC is calculated using the available income, the 
contribution from assets, and the number in college. 


Available income 

Available income is calculated by subtracting allowances from the 
student’s total income. These allowances account for certain nondiscretionary 
costs, such as taxes and basic living expenses, and represent a minimum level 
of support. The formula assumes that the remaining income is available for 
discretionary purposes, including paying for a postsecondary education. The 
available income can be a negative number. 


V Student's total income. The student’s total income is the sum of the 
student’s and his spouse’s (if the student is married) taxable and untaxed 
income, minus amounts reported in the income on the FAFSA but excluded 
from the formula (see Chapter 2 for more information on these exclusions). 
If the student and spouse are tax filers, AGI as reported on the FAFSA is the 
amount of taxable income used in the calculation. If they are not tax filers, 
the calculation uses reported income earned from work. The total income can 
be a negative number. 


Vv Allowances against income. Total allowances are calculated by adding 
the following: 


e U.S. income tax paid. Use the amount reported on the FAFSA. 
Non-tax filers don’t receive this allowance. If this is a negative 
amount, it is set to zero. 


e State and other tax allowance. Use Table C1. This allowance is a 
percentage of the total income and approximates the average amount 
paid in state and other taxes. The percentage varies according to the 
state and according to whether the total income is below $15,000 or 
is $15,000 or more. The state to be used is the student’s state of legal 
residence reported on the FAFSA. If this item is blank or invalid, the 
state in the student’s mailing address is used. If both items are blank 
or invalid, the rate for a blank or invalid state is used (2% for total in- 
come below $15,000; 1% for total income of $15,000 or more). If the 
allowance is a negative amount, it’s set to zero. 


e Social Security tax allowance. The student’s and spouse’s Social 
Security taxes are calculated separately by applying the tax rates 
shown in Table C2 to the student’s income earned from work and 
the spouse’s income earned from work in 2015 (as reported on the 
FAFSA). The total allowance for Social Security taxes is never less 
than zero. 
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e Income protection allowance. Use Table C3. This allowance pro- 
vides for the basic living expenses of a family. It varies according to 
the number in the student’s household and the number in college 
in 2016-2017, as reported on the FAFSA. In general, a school can 
assume that 30% of the income protection allowance is for food, 
22% for housing, 9% for transportation expenses, 16% for clothing 
and personal care, 11% for medical care, and 12% for other family 
consumption. The income protection allowance used for a particular 
student is provided as one of the intermediate values in the FAA In- 
formation Section of the output document (labeled as “IPA”). 


e Employment expense allowance. Families with two working parents 
and one-parent families have extra expenses that must be consid- 
ered, such as housekeeping services, transportation, clothing and 
upkeep, and meals away from home. This allowance recognizes those 
extra expenses. When both the student and spouse work, the allow- 
ance is 35% of the lesser of the student’s income earned from work 
(Question 39) or the spouse’s income earned from work (Question 
40), but may not exceed $4,000. If the student isn’t married, the al- 
lowance is 35% of the student’s income earned from work, or $4,000, 
whichever is less. If a student is married and only the student or the 
spouse (but not both) reports an income earned from work, the al- 
lowance is zero. The employment expense allowance is never less 
than zero. 


Contribution from assets 

In the full formula, the assets of an independent student with dependents 
other than a spouse are considered in order to fully measure the family’s 
ability to contribute toward postsecondary educational costs. The formula 
determines a “contribution from assets,” an amount that is combined with 
available income to give an accurate picture of the family’s financial strength. 
In the simplified formula, the assets aren’t counted at all. 


First, the net worth of a student and spouse’s assets is calculated by 
adding assets reported on the FAFSA. The net worth of a business or farm 
is adjusted to protect a portion of these assets. Use Table C4 to calculate the 
amount to be used. 


Second, the student and spouse’s discretionary net worth is calculated 
by subtracting the asset protection allowance (Table C5) from the net worth. 
The allowance increases with the age of the student as of December 31, 2016, 
which may be determined from the student’s date of birth as reported on 
the FAFSA. This is done to protect a portion of assets that may be needed 
for purposes other than education, such as emergencies or retirement. 
Discretionary net worth can be less than zero. 


Finally, the discretionary net worth is multiplied by 7% to obtain the 
contribution from assets, which is the portion of the value of the student’s 
and spouse’s assets considered to be available to help pay for the student’s 
postsecondary education. If the contribution from assets is less than zero, it is 
set to zero. 
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Calculation of student’s EFC 

This is the final step in determining the EFC for the independent 
student with dependents other than a spouse. The available income and the 
contribution from assets are added together to obtain the adjusted available 
income. The adjusted available income can be a negative number. ‘The total 
contribution from adjusted available income is calculated from using Table 
C6. This is the total amount the student’s family is expected to contribute 
toward family postsecondary educational costs. The rates in Table C6 
increase from 22% to 47% as the adjusted available income increases. The 
rate is based on the principle that as income increases beyond the amount 
needed to maintain a basic standard of living, the portion used for family 
maintenance decreases, while the portion available for discretionary purposes 
increases. The larger the income, the easier it is for a family to contribute 
toward postsecondary educational costs with less effect on the maintenance 
of the family. 


The EFC is calculated by dividing the total student’s contribution from 
adjusted available income by the number in college in 2016-2017 as reported 
on the FAFSA. The result is the EFC for the 2016-2017 award period. 


Alternate EFCs for other than nine-month enrollment 

The standard EFC is for a nine-month enrollment period. If the student 
will be enrolled for less than nine months, the EFC is simply prorated by 
dividing it by nine and then multiplying the result by the number of months 
the student will be enrolled. For an enrollment of more than nine months, 
however, the EFC remains at the nine-month amount. 
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2016-2017 EFC FORMULA AE DEPENDENT STUDENT 


PARENTS’ INCOME IN 2015 


1. Parents’ Adjusted Gross Income (FAFSA/SAR #85) 
Ifnegative, enter zero. 


2. a. Parent | (father/mother/stepparent) income 
earned from work (FAFSA/SAR #88) 


2. b. Parent 2 (father/mother/stepparent) income 
earned from work (FAFSA/SAR #89) + 
Total parents’ income earned from work 


3. Parents’ Taxable Income 
(If tax filers, enter the amount from line 1 above. 
Ifnon-tax filers, enter the amount from line 2.)* 


4, Total untaxed income and benefits: 
(Total of FAFSA/SAR #94a. through 941.) + P| 


5. Taxable and untaxed income 
(sum of line 3 and line 4) 


6. Total additional financial information 
(Total of FAFSA/SAR #93a. through 93f,) 


7. TOTAL INCOME 
(line 5 minus line 6) May be a negative number. 


ALLOWANCES AGAINST PARENTS’ INCOME 
8. 2015 U.S. income tax paid (FAFSA/SAR #86) 
(tax filers only) If negative, enter zero. 
9. State and other tax allowance 
(Table A1) If negative, enter zero. + 
10. Parent 1 (father/mother/stepparent) Social 
Security tax allowance (Table A2) + 
11. Parent 2 (father/mother/stepparent) Social 
Security tax allowance (Table A2) + 
12. Income protection allowance (Table A3) + LS 


13. Employment expense allowance: 


* Two working parents (Parents’ Marital Status 
is “married” or “unmarried and both parents 
living together’): 35% of the lesser of the 
earned incomes, or $4,000, whichever is less 


One-parent families: 35% of earned income, 
or $4,000, whichever is less 


Two-parent families, one working parent: 
enter zero 


14. TOTAL ALLOWANCES -— 


*STOP HERE if the following are true: 
Line 3 is $25,000 or less and 


* The parents are eligible to file a 2015 IRS Form 1040A or 1040EZ (they 
are not required to file a 2015 Form 1040) or they are not required to file 
any income tax retum or 


¢ Anyone included in the parents’ household size (as defined on the FAFSA) 


received benefits during 2014 or 2015 from any of the designated means- 
tested federal benefit programs or 


¢ Either of the parents is a dislocated worker. 


If these circumstances are true, the Expected Family Contribution is 
automatically zero. 


FSA HB May 2016 


REGULAR 
WORKSHEET 
Page 1 


AVAILABLE INCOME 


Total income (from line 7) 
Total allowances (from line 14) = 


15. AVAILABLE INCOME (AI) 
May be a negative number. = 
PARENTS’ CONTRIBUTION FROM ASSETS 


16. Cash, savings, & checking (FAFSA/SAR #90) po 
17. Net worth of investments** (FAFSA/SAR #91) 
If negative, enter zero. + 


18. Net worth of business and/or investment farm 
(FAFSA/SAR #92) 


If negative, enter zero. 


19. Adjusted net worth of business/farm 
(Calculate using Table A4.) 
20. Net worth (sum of lines 16, 17, and 19) = aa 
21. Education savings and asset 
protection allowance (Table A5) = 
22. Discretionary net worth 
(line 20 minus line 21) = 


24. CONTRIBUTION FROM ASSETS 
If negative, enter zero. = 


PARENTS’ CONTRIBUTION 


AVAILABLE INCOME (AI) (from line 15) Le 
CONTRIBUTION FROM ASSETS (from line 24) + ——7 


25. Adjusted Available Income (AAI) 
May be a negative number. = 
26. Total parents’ contribution from AAI i 


(Calculate using Table A6.) If negative, enter zero. 


27. Number in college in 2016-2017 
(Exclude parents) (FAFSA/SAR #74) 


28. PARENTS’ CONTRIBUTION (standard 
contribution for nine-month enrollment)*** 


If negative, enter zero. 


**Do not include the family’s home. 


***To calculate the parents’ contribution for other than nine-month 
enrollment, see page 51. 


continued on the next page 
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STUDENT’S INCOME IN 2015 
Adjusted Gross Income (FAFSA/SAR #36) 
If negative, enter zero. 
Income earned from work (FAFSA/SAR #39) Lo 


Taxable Income 
(If tax filer, enter the amount from line 29 above. 
If non-tax filer, enter the amount from line 30.) 


32. Total untaxed income and benefits 
(Total of FAFSA/SAR #45a. through 45}.) + a 
Taxable and untaxed income 
(sum of line 31 and line 32) = 


Total additional financial information 
(Total of FAFSA/SAR #44a. through 44f.) 


35. TOTALINCOME 
(line 33 minus line 34) 
May be a negative number. 


ALLOWANCES AGAINST STUDENT INCOME 
36. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 
State and other tax allowance 
(Table A7) If negative, enter zero. 


Social Security tax allowance (Table A2) [~— 
Income protection allowance 6,400 


Allowance for parents’ negative Adjusted 
Available Income (If line 25 is negative, enter 
line 25 as a positive number in line 40. 

If line 25 is zero or positive, enter zero in 
line 40.) 


TOTAL ALLOWANCES a 


STUDENTS CONTRIBUTION FROM INCOME 


Total income (from line 35) rd 
Total allowances (from line 41) 2 


42. Available income (AI) 


43. Assessment of AI x 


44. STUDENT’S CONTRIBUTION FROM AI 
If negative, enter zero. 
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STUDENT’S CONTRIBUTION FROM ASSETS 


45. Cash, savings, & checking (FAFSA/SAR #41) a 


Net worth of investments* 
” (FAF SA/SAR #42) 


Ifnegative, enter zero 


47. Net worth of business and/or investment farm 
(FAFSA/SAR #43) 


Ifnegative, enter zero. 


Net worth (sum of lines 45 through 47) = 
eee 
. STUDENT’S CONTRIBUTION FROM ASSETS i rs 


EXPECTED FAMILY CONTRIBUTION 


PARENTS’ CONTRIBUTION 
(from line 28) 


STUDENT’S CONTRIBUTION FROM AI 
(from line 44) 


STUDENT’S CONTRIBUTION FROM ASSETS 
(from line 50) 


51. EXPECTED FAMILY CONTRIBUTION 
(standard contribution for nine-month 
enrollment)** If negative, enter zero. 


*Do not include the student’s home. 


**To calculate the EFC for other than nine-month enrollment, see the 
next page. 
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Note: Use this additional page to prorate the EFC only if the student will be enrolled for other than nine months and only to determine 
the student's need for Campus-Based aid or a Federal Direct Subsidized Loan. Do not use this page to prorate the EFC for a Federal 
Pell Grant or TEACH Grant. The EFC for the Federal Pell Grant Program is the nine-month EFC used in conjunction with the cost 
of attendance to determine a Federal Pell Grant award from the Payment or Disbursement Schedule. 
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Calculation of Parents’ Contribution for a Student Enrolled LESS than Nine Months 


Al. Parents’ contribution 


(standard contribution for nine-month enrollment, from line 28) 


CS 
tess steiner 
 sairoamtmomstew 
Se 


Calculation of Parents’ Contribution for a Student Enrolled MORE than Nine Months 


Bl. Parents’ Adjusted Available Income (AAJ) (from line 25—may be a negative number) a 


B2. Difference between the income protection allowance for a family of four and a family of five, 
with one in college 


Te TNT | 
ANTS 
Ee 
ee 
es ee a 


B8. Difference (line B6 minus line B7) a | 
B9. Divide line B8 by 12 months > 
B10. Parents’ contribution per month ~— 


B11. Number of months student will be B11 Number of months student will be enrolled that exceed 9 that exceed 9 


B12. ee to parents’ contribution 
for months that exceed nine (multiply line B10 by line B11) 


B13. Standard parents’ contribution 
for nine-month enrollment (from line 28) 


B14. Parents’ contribution for MORE than nine-month enrollment 7 ae 


Calculation of Student’s Contribution from Available Income (AI) for a Student Enrolled LESS than Nine Months* 


Cl. Student’s contribution from AI 
(standard contribution for nine-month enrollment, from line 44) 


C2. Divide by 9 + 


C3. Student’s contribution from AI per month 


C5. Student’s contribution from AI for LESS than nine-month enrollment 


*For students enrolled more than nine months, the standard contribution from AI is used (the amount from line 44). 


Use next page to calculate total EFC for enrollment periods other than nine months 
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Calculation of Total Expected Family Contribution for Periods of Enrollment Other than Nine Months 


Parents’ Contribution—use ONE appropriate amount from previous page: 
« Enter amount from line AS5 for enrollment periods less than nine months OR 
* Enter amount from line B14 for enrollment periods greater than nine months 


Student’s Contribution from Available Income—use ONE appropriate amount from previous page: 
« Enter amount from line C5 for enrollment periods less than nine months OR 
* Enter amount from line 44 for enrollment periods greater than nine months 


Student’s Contribution from Assets 
. Enter amount from line 50 + 
Expected Family Contribution for periods of enrollment other than nine months = el 
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2016-2017 EFC FORMULA[LY: DEPENDENT STUDENT 


PARENTS’ INCOME IN 2015 


1. Parents’ Adjusted Gross Income (FAFSA/SAR #85) 
Ifnegative, enter zero. 


2. a. Parent 1 (father/mother/stepparent) income 
earned from work (FAFSA/SAR #88) 


b. Parent 2 (father/mother/stepparent) income 
earned from work (FAFSA/SAR #89) + 


Total parents’ income eared from work 


Parents’ Taxable Income 
(If tax filers, enter the amount from line 1 above. 
Ifnon-tax filers, enter the amount from line 2.)* 


Total untaxed income and benefits: 
(Total of FAFSA/SAR #94a. through 941.) 


Taxable and untaxed income 
(sum of line 3 and line 4) 


Total additional financial information 


(Total of FAFSA/SAR #93a. through 93f,) 


7. TOTALINCOME 
(line 5 minus line 6) May be a negative number. 


8. 2015 U.S. income tax paid (FAFSA/SAR #86) 
(tax filers only) If negative, enter zero. 


9. State and other tax allowance 
(Table A1) If negative, enter zero. + 


10. Parent 1 (father/mother/stepparent) Social 
Security tax allowance (Table A2) + 
11. Parent 2 (father/mother/stepparent) Social 
Security tax allowance (Table A2) + 
12. Income protection allowance (Table A3) at ed 


13. Employment expense allowance: 


* Two working parents (Parents’ Marital Status 
is “married” or “unmarried and both parents 
living together”): 35% of the lesser of the 
earned incomes, or $4,000, whichever is less 


One-parent families: 35% of earned income, 
or $4,000, whichever is less 


Two-parent families, one working parent: 
enter zero + 


14. TOTAL ALLOWANCES = a 


*STOP HERE if the following are true: 
Line 3 is $25,000 or less and 


¢ The parents are eligible to file a 2015 IRS Form 1040A or 1040EZ (they 
are not required to file a 2015 Form 1040) or they are not required to file 
any income tax return or 


¢ Anyone included in the parents’ household size (as defined on the 
FAFSA) received benefits during 2014 or 2015 from any of the 
designated means-tested federal benefit programs or 


¢ Either of the parents is a dislocated worker. 
If these circumstances are true, the Expected Family Contribution is 


automatically zero. 
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AVAILABLE INCOME 
Total income (from line 7) 
Total allowances (from line 14) = 
15. AVAILABLE INCOME (AI) 
May be a negative number. = 


PARENTS’ CONTRIBUTION FROM ASSETS 


16. Cash, savings, & checking (FAFSA/SAR #90) 


17. Net worth of investments** 
(FAFSA/SAR #91) 
If negative, enter zero. 


18. Net worth of business and/or investment farm 
(FAFSA/SAR #92) 


If negative, enter zero. 


19. Adjusted net worth of business/farm 
(Calculate using Table A4.) ap 
20. Net worth (sum of lines 16, 17, and 19) = 
x 


22. Discretionary net worth 
(line 20 minus line 21) 

24. CONTRIBUTION FROM ASSETS 
If negative, enter zero. 


PARENTS’ CONTRIBUTION 


AVAILABLE INCOME (AI) (from line 15) 
CONTRIBUTION FROM ASSETS (from line 24) + 


21. Education savings and asset 
protection allowance (Table A5) 


25. Adjusted Available Income (AAT) 
May be a negative number. 

26. Total parents’ contribution from AAI 
(Calculate using Table A6.) Ifnegative, enter zero 


27. Number in college in 2016-2017 
(Exclude parents) (FAFSA/SAR #74) 


28. PARENTS’ CONTRIBUTION (standard 
contribution for nine-month enrollment)*** 
If negative, enter zero. 


**Do not include the family’s home. 


***To calculate the parents’ contribution for other than nine-month 
enrollment, see page 55. 


Note: Do not complete the shaded areas; asset 
information is not required in the simplified 
formula. 


continued on the next page 
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A 


STUDENT’S INCOME IN 2015 


29. Adjusted Gross Income (FAFSA/SAR #36) 
If negative, enter zero. 


30. Income earned from work (FAFSA/SAR #39) 


31. Taxable Income 
(if tax filer, enter the amount from line 29 above. 
If non-tax filer, enter the amount from line 30.) 


32. Total untaxed income and benefits 
(Total of FAFSA/SAR #45a. through 45}.) + 


33. Taxable and untaxed income 
(sum of line 31 and line 32) = 


34. Total additional financial information 
(Total of FAFSA/SAR #44a. through 44f.) 


35. TOTAL INCOME 
(line 33 minus line 34) 
May be a negative number. 


ALLOWANCES AGAINST STUDENT INCOME 


36. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 

37. State and other tax allowance 
(Table A7) If negative, enter zero. 1 


38. Social Security tax allowance (Table A2) + 


6,400 


39. Income protection allowance + 


40. Allowance for parents’ negative Adjusted 
Available Income (If line 25 is negative, enter 
line 25 as a positive number in line 40. 

If line 25 is zero or positive, enter zero in 
line 40.) + 


41. TOTAL ALLOWANCES = 


STUDENTS CONTRIBUTION FROM INCOME 


Total income (from line 35) 
Total allowances (from line 41) = 


42. Available income (AI) = 
43. Assessment of AI x 50 


44. STUDENT’S CONTRIBUTION FROM AI 
If negative, enter zero. 
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STUDENT’S CONTRIBUTION FROM ASSETS 


45. Cash, savings, & checking (FAFSA/SAR #41) 
6. 


46. Net worth of investments* 
(FAFSA/SAR #42) 


If negative, enter zero 


47. Net worth of business and/or investment farm 
(FAFSA/SAR #43) 


48. Net worth (sum of lines 45 through 47) = 


49. Assessment rate 


50. STUDENT’S CONTRIBUTION FROM ASSETS = 


Ifnegative, enter zero. 7 
x 


EXPECTED FAMILY CONTRIBUTION 


PARENTS’ CONTRIBUTION 
(from line 28) 


STUDENT’S CONTRIBUTION FROM AI 
(from line 44) + 


STUDENT’S CONTRIBUTION FROM ASSETS 
(from line 50) an 


51. EXPECTED FAMILY CONTRIBUTION 
(standard contribution for nine-month 
enrollment)** If negative, enter zero. 


*Do not include the student’s home. 


**To calculate the EFC for other than nine-month enrollment, see the 
next page. 


Note: Do not complete the shaded areas; 


asset information is not required in the 
simplified formula. 
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Note: Use this additional page to prorate the EFC only if the student will be enrolled for other than nine months and only to determine 
the student's need for Campus-Based aid or a Federal Direct Subsidized Loan. Do not use this page to prorate the EFC for a Federal 
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Calculation of Parents’ Contribution for a Student Enrolled LESS than Nine Months 


Al. Parents’ contribution 


(standard contribution for nine-month enrollment, from line 28) 


A2. Divide by 9 + 
A3. Parents’ contribution per month = 
A4. Multiply by number of months of enrollment x 


A5. Parents’ contribution for LESS than nine-month enrollment 


Calculation of Parents’ Contribution for a Student Enrolled MORE than Nine Months 


Bl. Parents’ Adjusted Available Income (AAJ) (from line 25—may be a negative number) 


B2. Difference between the income protection allowance for a family of four and a family of five, 
with one in college 


B3. Alternate parents’ AAI for more than nine-month enrollment (line B1 + line B2) 
B4. Total parents’ contribution from alternate AAI (calculate using Table A6) 


B5. Number in college (FAFSA/SAR #74) > 


B6. Alternate parents’ contribution for student (line B4 divided by line B5) 


B7. Standard parents’ contribution for the student for nine-month enrollment (from line 28) = 


B8. Difference (line B6 minus line B7) 


B10. Parents’ contribution per month 


B11. Number of months student will be enrolled that exceed 9 x 


B12. Adjustment to parents’ contribution 
for months that exceed nine (multiply line B10 by line B11) 


B13. Standard parents’ contribution 
for nine-month enrollment (from line 28) 


B14. Parents’ contribution for MORE than nine-month enrollment 


Calculation of Student’s Contribution from Available Income (AJ) for a Student Enrolled LESS than Nine Months* 


Cl. Student’s contribution from AI 
(standard contribution for nine-month enrollment, from line 44) 


C3. Student’s contribution from AI per month = P| 


C4. Multiply by number of months of enrollment x 


C5. Student’s contribution from AI for LESS than nine-month enrollment = a 


*For students enrolled more than nine months, the standard contribution from AI is used (the amount from line 44). 


Use next page to calculate total EFC for enrollment periods other than nine months 
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Calculation of Total Expected Family Contribution for Periods of Enrollment Other than Nine Months 


Parents’ Contribution—use ONE appropriate amount from previous page: 
* Enter amount from line AS for enrollment periods less than nine months OR 
¢ Enter amount from line B14 for enrollment periods greater than nine months 


Student’s Contribution from Available Income—use ONE appropriate amount from previous page: 
* Enter amount from line CS for enrollment periods less than nine months OR 
¢ Enter amount from line 44 for enrollment periods greater than nine months 


Expected Family Contribution for periods of enrollment other than nine months 
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Table Al: State and Other Tax Allowance 
for EFC Formula A Worksheet (parents only) 


Percent of Total Income 


State 
$15,000 or more 
Montana 
Nebraska 
Nevada 
ew Hampshire 
ew Jersey 
New Mexico 


North Carolina 
North Dakota 
Northern Mariana 


Oregon ae | 
Pennsylvania | 5% | 
Puerto Rico | 2% | 
Rhode Island | 7% | 
South Carolina | 4% 
South Dakota | 2% | 
Tennessee | 2% | 
Texas | 3% 
Vermont | 6% | 
Virgin Islands | 2% | 
Virginia | 6% | 
Washington | 3% | 
West Virginia | 3% | 
Wisconsin | 7% | 
Wyoming 
Blank or Invalid State 


Percent of Total Income 
$0-$14,999 | $15,000 or more 
Alabama 3% 
Alaska 


American Samoa 


State 


1% 
1% 
Arizona 
3% 


Z 


Arkansas 
California 


Canada and 
Canadian Provinces 


Colorado 


Connecticut 


Delaware 


District of Columbia 


Federated States of 
Micronesia 


Florida 


Georgia 


~ 
xx 


S 

x 
SISISISlS SySlS |S 3 ZS] 8 ]s 3] SISISis SIS 
SPSL S/S] S a a x] Xs x Sx] & [& S] x [&]~syps x] 


& 
x 


Guam 


& 
x 


Hawaii 
Idaho 


Illinois 


S}S/s 
XS] Xx] ss 


Indiana 


8S 
x 


lowa 
Kansas 


Kentucky 


DHAlun 
a 


Louisiana 


be 
x 


Maine 
Marshall Islands 
Maryland 


Massachusetts 


SISISiS 
KL RPS] S 


Mexico 
Michigan 


Minnesota 


% 
&S 


Mississippi 3% 


Missouri 4% 


SISISISTSISISISISISISISISISISISISiSl S JSl S [Sls] S$ ISISlSsiSl[sF 
SPSPSPSL S| SPS |S] SPS] S| SPS] SPS] S|] S]S] S PS] S PSPS] S PS]PS| S| SIS 
SS S/S 3 3 [S/S S SS & 
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To calculate the state and other tax allowance, multiply the Parents’ Total Income (EFC Formula A Worksheet, 
line 7) by the appropriate rate from the table above to get the “State and Other Tax Allowance” (EFC Formula A 
Worksheet, line 9). Use the parents’ State of Legal Residence (FAFSA/SAR #70). If this item is blank or invalid, 
use the student’s State of Legal Residence (FAFSA/SAR #18). If both items are blank or invalid, use the State in 
the Student’s Mailing Address (FAFSA/SAR #6). If all three items are blank or invalid, use the rate for a blank or 
invalid state above. 
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Table A2: Social Security Tax 


Income Earned from Work* Social Security Tax 
$0—$118,500 7.65% of income 


$118,501 or greater $9,065.25 + 1.45% of amount over $118,500 


Calculate separately the Social Security tax of parent 1, parent 2, and the student. 


*Parent | (father/mother/stepparent) 2015 income earned from work is FAFSA/SAR #88 
Parent 2 (father/mother/stepparent) 2015 income earned from work is FAFSA/SAR #89 
Student’s 2015 income earned from work is FAFSA/SAR#39 
Social Security Tax will never be less than zero. 


Table A3: Income Protection Allowance 


Number in parents’ Number of college students in the household (FAFSA/SAR #74) 
household, including 


student 

1 2 3 4 5 
(FAFSA/SAR #73) De 
$22,220 | $19,180 | $16,130 mee 


$32,380 $29,320 $26,290 $23,240 $20,200 
F 6 $37,870 $34,820 $31,780 $28,730 $25,690 


Note: For each additional family member, add $4,270. 
For each additional college student (except parents), subtract $3,040. 


4 $27,440 | $24390 | $21,350 | $18,300 


Table A4: Business/Farm Net Worth Adjustment 
for EFC Formula A Worksheet (parents only) 


$50,000 + 50% of net worth over $125,000 
$330,500 + 100% of net worth over $635,000 


a ea Er) FSA HB May 2016 


AVG-58 


Table A5: Parents’ Education Savings and 
Asset Protection Allowance 
for EFC Formula A Worksheet (parents only) 


Age of older Allowance if Allowance if Age of older Allowance if Allowance if 
parent as of there are two there is only parent as of there are two there is only 
12/31/2016* parents** one parent 12/31/2016* parents** one parent 


Boks [S| sf 4% | _si7s00 [59,000] 
26 | 1,000 500 a 8300 | 9.200 | 
P2100 [1100 a 8.700 9.400 I 
3100 [160 49 | 19.200 | 9.700 | 
4100 [2,100 J 50 | 19.700 | 9.900] 
P5200 | 2.600 J. s1_| 20200 | 10,100 | 
P6300 [3200-52 | 20,700 | 10.400 | 
7300 [ 370 | 53 | 21,300 [| 10,600 _| 
P8300 [4200-54 21.800 | 10.900 | 
P9300 [4700 J ss 2.400 1.100] 
10300 [5300-56 [23,000 | 11.400] 
1140 [ 3,800] s7_ | 23,700 | 11,700] 
12.400 [6300-58 | 24300 | 12,000 | 
13.400 [6800-59 | 25,000 | 12,300 | 
14500 | 7400-0 | 25,700 | 13,600 | 
15,500 [7900-61 | 26400 | 12.900 _| 
15.900 [810 | 227200 | 13.200] 
16300] 8300 |. | 27,900 | 13,600 | 
16.600 [8500-4 [28.800 13,900] 


17,000 8,600 || 65 or older 29,600 14,300 
17,400 el a ees eee 


* Determine the age of the older parent listed in FAFSA/SAR #64 and #68 as of 12/31/2016. 
If no parent date of birth is provide, use age 45. 


** Use the two parent allowance when the Parents’ Marital Status listed in FAFSA/SAR #59 is 
“married or remarried” or “unmarried and both parents are living together.” 


Table A6: Parents’ Contribution from AAI 


If the parents’ AAI— Then the parents’ contribution from AAI is— 
Less than —$3,409 -$750 

$-3,409 to $15,900 22% of AAI 

$15,901 to $20,000 $3,498 + 25% of AAI over $15,900 

$20,001 to $24,100 $4,523 + 29% of AAI over $20,000 


$24,101 to $28,200 $5,712 + 34% of AAI over $24,100 


$28,201 to $32,200 $7,106 + 40% of AAI over $28,200 


$32,201 or more $8,706 + 47% of AAI over $32,200 
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Table A7: State and Other Tax Allowance 
for EFC Formula A Worksheet (student only) 


i 5% orth Dakota 1% 
3% 1% 
5% 3% 
1% 2% 
1% 5% 
3% 1% 
1% 3% 
4% 1% 
3% 3% 
3% 3% 
3% 1% 
3% 1% 
3% 1% 
4% 3% 
2% 3% 
4% 1% 
1% 4% 
5% 1% 
4% 2% 
1% 4% 
3% 1% 
4% 1% 
2% 1% 
3% 


| 


Z 


orthern Mariana Islands 
District of Columbia 


Federated States of Micronesia 


Pennsylvania 


Rhode Island 
South Carolina 
South Dakota 


Tennessee 


Virgin Islands 


c 


Washington 

West Virginia 
Wisconsin 

Wyoming 

Blank or Invalid State 


[Comecteut————SSS—~dCSCi 
Delaware ——SSCS—~dCCi 
istic of Columbian —————+|% 
Federated Sites of croneia | 1% 
lod 
CC 
foun id 
eval ————SSSCSC~sSCi 
a 
iiinis————S—Sid 
indians ————SSS—~d 
nn 
Kansas ——SSSCSC~sCSCi 
Kentucky —SSidCO 
ovisine —————SS—~dCCi 
[Maine ————SSS—id 
[Marsalis =i 
[Magind id 
IMasachussts =i 
Mexico —SSSid 
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[Mimesow ————SS—=dCOC 
Mississipi =i 

sou 3% 
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To calculate the state and other tax allowance, multiply the Student’s Total Income (EFC Formula 
A Worksheet, line 35) by the appropriate rate from the table above to get the “State and Other Tax 
Allowance” (EFC Formula A Worksheet, line 37). Use the Student’s State of Legal Residence 
(FAFSA/SAR #18) reported on the FAFSA. If this item is blank or invalid, use the state in the 
student’s mailing address (FAFSA/SAR #6). If both items are blank or invalid, use the Parents’s 
State of Legal Residence (FAFSA/SAR #70). If all three items are blank or invalid, use the rate for a 
blank or invalid state above. 
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2016-2017 EFC FORMULAE]: INDEPENDENT STUDENT 
Without Dependent(s) Other than a Spouse 


STUDENT/SPOUSE INCOME IN 2015 


Student’s and spouse’s Adjusted Gross Income 
(FAFSA/SAR #36) If negative, enter zero. P| 


a. Student’s income earned from work 
(FAFSA/SAR #39) 


2. b. Spouse’s income earned from work 
(FAFSA/SAR #40) + 


Total student/spouse income earned from work 
3. Student/spouse Taxable Income 
(if tax filers, enter the amount from line | above. 


If non-tax filers, enter the amount from line 2.) 


4. Total untaxed income and benefits 
(sum total of FAFSA/SAR #45a. through 45j.) 


5. Taxable and untaxed income 
(sum of line 3 and line 4) 


6. eon additional financial information 
(sum total of FAFSA/SAR #44a. through 44f.) 


ALLOWANCES AGAINST STUDENT/SPOUSE INCOME 


8. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 


State and other tax allowance 

(Table B1) If negative, enter zero. 

Student’s Social Security tax (Table B2) —— 
Spouse’s Social Security tax (Table B2) | 


Income protection allowance: 


* $9,960 for single, separated or divorced/ 
widowed student; 


* $9,960 for married student if spouse is 
enrolled at least 1/2 time; 


* $15,960 for married student if spouse is not 
enrolled at least 1/2 time. + 


13. Employment expense allowance: 


¢ If student is not married or is separated, the 
allowance is zero. 


If student is married but only one person is 
working (the student or spouse), the 
allowance is zero. 


If student is married and both student and 
spouse are working, the allowance is 35% 


of the lesser of the earned incomes, or 
$4,000, whichever is less. 


14. TOTAL ALLOWANCES 
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CONTRIBUTION FROM AVAILABLE INCOME 


oraniscome ume 
FoRTATOWANR eM | 
[x ARTAMENCONFAD | 


17. CONTRIBUTION FROM AI 
May be a negative number. 
STUDENT’S/SPOUSE’S CONTRIBUTION FROM ASSETS 
18. Cash, savings, & checking (FAFSA/SAR #41) a 


19. Net worth of investments* 


(FAFSA/SAR #42) 
If negative, enter zero. 


20. Net worth of business and/or investment farm 


(FAFSA/SAR #43) 
If negative, enter zero. 


21. Adjusted net worth of business/farm 
(Calculate using Table B3.) 


122. Net worth (sum oflines 18, 19,and21) = | 122. Net worth (sum oflines 18, 19,and21) = | 18, 19, and 21) 


23. Asset protection allowance (Table B4) 


24. Discretionary net worth (line 22 minus line 23) = =—— 


——— a 
26. CONTRIBUTION FROM ASSETS 
If negative, enter zero. 


EXPECTED FAMILY CONTRIBUTION 


CONTRIBUTION FROM AI (from line 17) 

May be a negative number. 

CONTRIBUTION FROM ASSETS (from line 26) + ol 
27. Contribution from AI and assets = a 


28. Number in college in 2016-2017 

(FAFSA/SAR #96) + 
29. EXPECTED FAMILY CONTRIBUTION for 

nine month enrollment. If negative, enter zero.** = = 


*Do not include the student’s home. 


**To calculate the EFC for less than nine-month enrollment, see the 
next page. If the student is enrolled for more than nine months, use 
the nine-month EFC (line 29 above). 
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Note: Use this additional page to prorate the EFC only if the student will be enrolled for other than nine months and only to determine 
the students need for Campus-Based aid or a Federal Direct Subsidized Loan. Do not use this page to prorate the EFC for a Federal 
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Calculation of Expected Family Contribution for a Student Enrolled for Less than Nine Months 
Expected Family Contribution P| 
(standard contribution for nine-month enrollment, from line 29) 
Divide by 9 > 
Expected Family Contribution per month = 
Multiply by number of months of enrollment x 


Expected Family Contribution for less than nine-month enrollment* = 


*Substitute the student’s EFC for less than nine-month enrollment in place of the EFC for the standard nine-month enrollment (EFC 
Formula B Worksheet, line 29). 
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2016-2017 EFC FORMULAE]: INDEPENDENT STUDENT 
Without Dependent(s) Other than a Spouse 


STUDENT/SPOUSE INCOME IN 2015 


1. Student’s and spouse’s Adjusted Gross Income 
(FAFSA/SAR #36) If negative, enter zero. 


2. a. Student’s income earned from work 
(FAFSA/SAR #39) 


2. b. Spouse’s income earned from work 
(FAFSA/SAR #40) # 


Total student/spouse income earned from work 
3. Student/spouse Taxable Income 
(if tax filers, enter the amount from line | above. 


If non-tax filers, enter the amount from line 2.) 


4. Total untaxed income and benefits 
(sum total of FAFSA/SAR #45a. through 45j.) 


| ae 
6. Total additional financial information 
(sum total of FAFSA/SAR #44a. through 44f.) = — PF 


7. TOTAL INCOME 
(line 5 minus line 6) May be a negative number. = 


ALLOWANCES AGAINST STUDENT/SPOUSE INCOME 
8. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 
9. State and other tax allowance 
(Table B1) If negative, enter zero. oe 
10. Student’s Social Security tax (Table B2) + Co 
11. Spouse’s Social Security tax (Table B2) a a 


12. Income protection allowance: 


5. Taxable and untaxed income 
(sum of line 3 and line 4) 


* $9,960 for single, separated or divorced/ 
widowed student; 


$9,960 for married student if spouse is enrolled 
at least 1/2 time; 


$15,960 for married student if spouse is not 
enrolled at least 1/2 time. + 


13. Employment expense allowance: 


* If student is not married or is separated, the 
allowance is zero. 


If student is married but only one person is 
working (the student or spouse), the allowance 
is zero. 


If student is married and both student and 
spouse are working, the allowance is 35% of 
the lesser of the earned incomes, or $4,000, 
whichever is less. 


14. TOTAL ALLOWANCES 
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SIMPLIFIED 
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CONTRIBUTION FROM AVAILABLE INCOME 


a 
Fora ATTOWNGR ow eT = 
Fs NMARERCOMEAD | 


17. CONTRIBUTION FROM AI a 


May be a negative number. 
STUDENT’S/SPOUSE’S CONTRIBUTION FROM ASSETS 


18. Cash, savings, & checking (FAFSA/SAR #41) 


19. Net worth of investments* 
(FAFSA/SAR #42) 


If negative, enter zero. 


20. Net worth of business and/or investment farm 
(FAFSA/SAR #43) 


If negative, enter zero. 


(Calculate using Table B3.) ap 


25. Asset conversion rate x 


26. CONTRIBUTION FROM ASSETS 
If negative, enter zero. 


EXPECTED FAMILY CONTRIBUTION 


CONTRIBUTION FROM AI (from line 17) 

May be a negative number. 

CONTRIBUTION FROM ASSETS (from line 26) 4p 
27. Contribution from AI and assets 


28. Number in college in 2016-2017 

(FAFSA/SAR #96) + 
29. EXPECTED FAMILY CONTRIBUTION for 

nine month enrollment. If negative, enter zero.** = = 


*Do not include the student’s home. 


**To calculate the EFC for less than nine-month enrollment, see the 
next page. If the student is enrolled for more than nine months, use 
the nine-month EFC (line 29 above). 


Note: Do not complete the shaded areas; 
asset information is not required in the 
simplified formula. 
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Calculation of Expected Family Contribution for a Student Enrolled for Less than Nine Months 
Expected Family Contribution 
(standard contribution for nine-month enrollment, from line 29) 
Divide by 9 > 
Expected Family Contribution per month 


Multiply by number of months of enrollment x 


Expected Family Contribution for less than nine-month enrollment* a 


*Substitute the student’s EFC for less than nine-month enrollment in place of the EFC for the standard nine-month enrollment 
(EFC Formula B Worksheet, line 29.) 
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Table B1: State and Other Tax Allowance 


i 5% orth Dakota 1% 
3% 1% 
5% 3% 
1% 2% 
1% 5% 
3% 1% 
1% 3% 
4% 1% 
3% 3% 
3% 3% 
3% 1% 
3% 1% 
3% 1% 
4% 3% 
2% 3% 
4% 1% 
1% 4% 
5% 1% 
4% 2% 
1% 4% 
3% 1% 
4% 1% 
2% 1% 
3% 


Z 


orthern Mariana Islands 
District of Columbia 


Federated States of Micronesia 


Pennsylvania 


Rhode Island 
South Carolina 
South Dakota 


Tennessee 


Vermont 


Virgin Islands 


+ 


Washington 

West Virginia 
Wisconsin 

Wyoming 

Blank or Invalid State 
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To calculate the state and other tax allowance, multiply the total income of the student and spouse 
(EFC Formula B Worksheet, line 7) by the appropriate rate from the table above to determine the 
“State and Other Tax Allowance” (EFC Formula B Worksheet, line 9). Use the Student’s State of 
Legal Residence (FAFSA/SAR #18) reported on the FAFSA. If this item is blank or invalid, use the 
state in the student’s mailing address (FAFSA/SAR #6). If both items are blank or invalid, use the rate 
for a blank or invalid state above. 
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Table B2: Social Security Tax 


Income Earned from Work* Social Security Tax 
$0—$118,500 7.65% of income 


$118,501 or greater $9,065.25 + 1.45% of amount over $118,500 


Calculate separately the Social Security tax of the student and spouse. 


*Student’s 2015 income earned from work is FAFSA/SAR #39 
Spouse’s 2015 income earned from work is FAFSA/SAR #40 
Social Security Tax will never be less than zero. 


Table B3: Business/Farm Net Worth Adjustment 


If the net worth of a business or farm is— 


$635,001 or more $330,500 + 100% of net worth over $635,000 
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Table B4: Asset Protection Allowance 


Age of Alipicance por Allowance for Age of Allowance for Allowance for 
Student as of Miaried Stuent Unmarried Student as of Marcied Siadent Unmarried 
12/31/2016* | UCe Ome Student 12/31/2016* Student 


25 or less $9,000 
26 1,000 9,200 
27 9,400 
28 9,700 
29 
30 


9,900 
10,100 
10,400 
32 10,600 
33 10,900 
34 11,100 
35 11,400 
36 11,700 
37 12,000 
38 
39 14500 | 7400 
40 
41 13,200 
42 13,600 
43 13,900 
44 14,300 
45 fT 7400 | 8.800] 


* Determine the student’s age as of 12/31/2016 from the student’s date of birth (FAFSA/SAR #9). 


25,000 12,300 
25,700 12,600 
26,400 12,900 
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2016-2017 EFC FORMULA[@q: INDEPENDENT STUDENT 
With Dependent(s) Other than a Spouse 


STUDENT/SPOUSE INCOME IN 2015 
1. Student’s and spouse’s Adjusted Gross Income 
(FAFSA/SAR #36) If negative, enter zero. 


a. Student’s income earned from work 
(FAFSA/SAR #39) 


b. Spouse’s income earned from work 
(FAFSA/SAR #40) + 


Total student/spouse income earned from work 


Student/spouse Taxable Income 
(if tax filers, enter the amount from line 1 above. 
If non-tax filers, enter the amount from line 2.)* 


4. Total untaxed income and benefits 
(sum total of FAFSA/SAR #45a. through 45j.) 


5. Taxable and untaxed income 
(sum of line 3 and line 4) 


6. Total additional financial information 
(sum total of FAFSA/SAR #44a. through 44f.) 


TOTAL INCOME 
(line 5 minus line 6) May be a negative number. 


ALLOWANCES AGAINST STUDENT/SPOUSE INCOME 


8. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 
9. State and other tax allowance 
(Table C1) If negative, enter zero. + 
10. Student’s Social Security tax (Table C2) a a 


11. Spouse’s Social Security tax (Table C2) ote [el 
12. Income protection allowance (Table C3) + ee) 


13. Employment expense allowance: 


¢ Student and spouse both working: 35% of 
the lesser of the earned incomes, or $4,000, 
whichever is less 


* One-parent families: 35% of earned income, 
or $4,000, whichever is less 


* Student or spouse working (not both): zero + P| 
14. TOTAL ALLOWANCES =| 


*STOP HERE if the following are true: 


Line 3 is $25,000 or less and 


¢ The student (and the student’s spouse, if any) are eligible to file a 2015 
IRS Form 1040A or 1040EZ (they are not required to file a 2015 Form 
1040) or they are not required to file any income tax return or 


« Anyone included in the student’s household size (as defined on the 
FAFSA) received benefits during 2014 or 2015 from any of the 
designated means-tested federal benefit programs or 


¢ The student (or the student’s spouse, if any) is a dislocated worker. 


If these circumstances are true, the Expected Family Contribution is 
automatically zero. 
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REGULAR 


AVAILABLE INCOME 


WORKSHEET 
TOTAL INCOME (from line 7) 


Page 1 
TOTAL ALLOWANCES (from line 14) — 
15. AVAILABLE INCOME (AI) 
May be a negative number. = 
STUDENT’S/SPOUSE’S CONTRIBUTION FROM ASSETS 


16. Cash, savings, & checking (FAFSA/SAR #41) a 


17. Net worth of investments** 
(FAFSA/SAR #42) 


If negative, enter zero. 


18. Net worth of business and/or investment farm 
(FAFSA/SAR #43) 


If aun) enter zero. 


ed 
” (Calculate using Table C4.) 

SS 
ES 
ES 


23. Asset conversion rate x 


24. CONTRIBUTION FROM ASSETS 
If negative, enter zero. = 


EXPECTED FAMILY CONTRIBUTION 


AVAILABLE INCOME (AI) (from line 15) a 
CONTRIBUTION FROM ASSETS (from line 24) = + — 


25. Adjusted Available Income (AAI) 
May be a negative number. 


26. Total contribution from AAI 
(Calculate using Table C6.) If negative, enter zero. 
27. Number in college in 2016-2017 
(FAFSA/SAR #96) 
28. EXPECTED FAMILY CONTRIBUTION for 
nine month enrollment. If negative, enter zero.*** 


**Do not include the student’s home. 


***To calculate the EFC for less than nine-month enrollment, see the 
next page. If the student is enrolled for more than nine months, use 
the nine-month EFC (line 28 above). 
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Calculation of Expected Family Contribution for a Student Enrolled for Less than Nine Months 
Expected Family Contribution 
(standard contribution for nine-month enrollment, from line 28) 
Divide by 9 7 


Expected Family Contribution per month 


Multiply by number of months of enrollment x 


Expected Family Contribution for less than nine-month enrollment* = 


* Substitute the student’s EFC for less than nine-month enrollment in place of the EFC for the standard nine-month enrollment 
(EFC Formula C Worksheet, line 28). 
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2016-2017 EFC FORMULA [@: 


STUDENT/SPOUSE INCOME IN 2015 


Student’s and spouse’s Adjusted Gross Income 
(FAFSA/SAR #36) If negative, enter zero. 


a. Student’s income earned from work 
(FAFSA/SAR #39) 


2. b. Spouse’s income earned from work 
(FAFSA/SAR #40) + 


Total student/spouse income earned from work 


3. Student/spouse Taxable Income 
(if tax filers, enter the amount from line 1 above. 
If non-tax filers, enter the amount from line 2.)* 


4. Total untaxed income and benefits 
(sum total of FAFSA/SAR #45a. through 45j.) 


5. Taxable and untaxed income 
(sum of line 3 and line 4) 


6. Total additional financial information 
(sum total of FAFSA/SAR #44a. through 44f.) 


TOTAL INCOME 
(line 5 minus line 6) May be a negative number. 


ALLOWANCES AGAINST STUDENT/SPOUSE INCOME 
8. 2015 U.S. income tax paid (FAFSA/SAR #37) 
(tax filers only) If negative, enter zero. 
9. State and other tax allowance 
(Table C1) If negative, enter zero. + 
10. Student’s Social Security tax (Table C2) ae SS 


11. Spouse’s Social Security tax (Table C2) + aaa 
12. Income protection allowance (Table C3) + fe 


13. Employment expense allowance: 


* Student and spouse both working: 35% of 
the lesser of the earned incomes, or $4,000, 
whichever is less 


One-parent families: 35% of earned income, 
or $4,000, whichever is less 


Student or spouse working (not both): zero + —, 
14. TOTAL ALLOWANCES =| 


*STOP HERE if the following are true: 


Line 3 is $25,000 or less and 


¢ The student (and the student’s spouse, if any) are eligible to file a 2015 
IRS Form 1040A or 1040EZ (they are not required to file a 2015 Form 
1040) or they are not required to file any income tax return or 


¢ Anyone included in the student’s household size (as defined on the 
FAFSA) received benefits during 2014 or 2015 from any of the 
designated means-tested federal benefit programs or 


¢ The student (or the student’s spouse, if any) is a dislocated worker. 


If these circumstances are true, the Expected Family Contribution is 
automatically zero. 
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INDEPENDENT STUDENT 
With Dependent(s) Other than a Spouse 


SIMPLIFIED 


AVAILABLE INCOME 


WORKSHEET 
Page 1 

TOTAL INCOME (from line 7) 

TOTAL ALLOWANCES (from line 14) 


15. AVAILABLE INCOME (AI) 
May be a negative number. = 


STUDENTS/SPOUSE’S CONTRIBUTION FROM ASSETS 


16. Cash, savings, & checking (FAFSA/SAR #41) 


17. Net worth of investments** 
(FAFSA/SAR #42) 


If negative, enter zero. 


18. Net worth of business and/or investment farm 
e AFSA/SAR #43) 


gative, enter zero. 
19. ee net worth of business/farm 
(Calculate using Table C4.) 
20. Net worth (sum of lines 16, 17, and 19) = 
21. Asset protection allowance (Table C5) = 


22. Discretionary net worth (line 20 minus line 21) 


24. CONTRIBUTION FROM ASSETS 
If negative, enter zero. = 


EXPECTED FAMILY CONTRIBUTION 


AVAILABLE INCOME (AD) (from line 15) 
CONTRIBUTION FROM ASSETS (from line 24) 


25. Adjusted Available Income (AAI) 
May be a negative number. 
26. Total contribution from AAI 
(Calculate using Table C6.) Ifnegative, enter zero. 
27. Number in college in 2016-2017 
(FAFSA/SAR #96) 
28. EXPECTED FAMILY CONTRIBUTION for 
nine month enrollment. If negative, enter zero.*** 


** Do not include the student’s home. 


**** To calculate the EFC for less than nine-month enrollment, see the next 
page. If the student is enrolled for more than nine months, use the nine- 
month EFC (line 28 above). 


Note: Do not complete the shaded areas; 
asset information is not required in the 
simplified formula. 
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SIMPLIFIED 
WORKSHEET 


Calculation of Expected Family Contribution for a Student Enrolled for Less than Nine Months 


Expected Family Contribution 
(standard contribution for nine-month enrollment, from line 28) 


Expected Family Contribution per month 


Multiply by number of months of enrollment x 


Expected Family Contribution for less than nine-month enrollment* 


*Substitute the student’s EFC for less than nine-month enrollment in place of the EFC for the standard nine-month enrollment 
(EFC Formula C Worksheet, line 28). 
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Table Ci: State and Other Tax Allowance 


Percent of Total Income 


State 

$15,000 or more 
Montana 
Nebraska 
Nevada 
ew Hampshire 
ew Jersey 
New Mexico 


orth Carolina 
North Dakota 


Northern Mariana 20% 
Islands 


Pennsylvania 
Puerto Rico 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Vermont 
Virgin Islands 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 
Blank or Invalid State 


Percent of Total Income 
$0-$14,999 | $15,000 or more 
Alabama 3% 
Alaska 


American Samoa 


State 


1% 
1% 
Arizona 

Arkansas 


California 


Z 


Canada and 
Canadian Provinces 


Colorado 


Connecticut 


Delaware 


District of Columbia 


Federated States of 
Micronesia 


Florida 
Georgia 
Guam 

Hawaii 

Idaho 

Illinois 
Indiana 

Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Marshall Islands 
Maryland 
Massachusetts 
Mexico 
Michigan 


Minnesota 


SISISISis SySIS 21S 3 ZS} 8 ][s 3] S |SISls SIS 
SPSL SPS] Ss SS] XS] ss x] xX XS] & [s&s S] SS [XPS] Ss x] Xs 


Mississippi 3% 


Missouri 4% 


F30-514.999 | 
a 
P| 
P| 


SS 3/3 3 3 |S] SlS}S & 
x x] Xs x XS |x] SS] XS] ss x 


To calculate the state and other tax allowance, multiply the total income of the student and spouse (EFC 
Formula C Worksheet, line 7) by the appropriate rate from the table above to get the “State and Other Tax Al- 
lowance” (EFC Formula C Worksheet, line 9). Use the student’s State of Legal Residence (FAFSA/SAR #18) 
reported on the FAFSA. If this item is blank or invalid, use the State in the Student’s Mailing Address (FAFSA/ 
SAR #6). If both items are blank or invalid, use the rate for a blank or invalid state above. 
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Table C2: Social Security Tax 
Income Earned from Work* Social Security Tax 


$0-$118,500 7.65% of income 
$118,501 or greater $9,065.25 + 1.45% of amount over $118,500 


Calculate separately the Social Security tax of the student and spouse. 


*Student’s 2015 income earned from work is FAFSA/SAR #39 
Spouse’s 2015 income earned from work is FAFSA/SAR #40 
Social Security Tax will never be less than zero. 


Table C3: Income Protection Allowance 


Number in student's Number of college students in the household (FAFSA/SAR #96) 
household, including 


student 
(FAFSA/SAR #95) 


[5 | ssaaso [520,90 | saoi0 | seosto [836.00 


Note: For each additional family member, add $6,040. 
For each additional college student, subtract $4,290. 


Table C4: Business/Farm Net Worth Adjustment 


$635,001 or more $330,500 + 100% of net worth over $635,000 
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Table C5: Asset Protection Allowance 


Age of older Allowance Allowance for || Age of older Allowance Allowance for 
parent as of for Married Unmarried parent as of for Married Unmarried 
12/31/2016* Student Student 12/31/2016* Student Student 


25 or les 
26 500 
27 
28 
29 
30 
31 
2 
33 
34 
35 
36 
37 
38 
39 | 14500 | 7400-0 | 25700 | 12,600 
40 
4i 
2 
rE 
4 
45 | 17.400] 880 |. +i St 


* Determine the student’s age as of 12/31/2016 from the student’s date of birth (FAFSA/SAR #9) 


$20,001 to $24,100 $4,523 + 29% of AAI over $20,000 


$24,101 to $28,200 $5,712 + 34% of AAI over $24,100 


$28,201 to $32,200 $7,106 + 40% of AAI over $28,200 


$32,201 or more $8,706 + 47% of AAI over $32,200 
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Glossary/Acronyms CFR DCL 


Verification, Updates, 
and Corrections 


CHAPTER 4 


Because students sometimes make errors on their application, there is a 
process for verifying applications and making corrections. The Central 
Processing System (CPS) selects which applications are to be verified, but 


you also have the authority to verify additional students. 


yo must verify applications selected by the CPS of students who will re- 
ceive or have received subsidized student financial assistance, as defined 
in the margin. Verification is not required for students who are only eligible 
for unsubsidized student financial assistance (see Verification exclusions later 
in this chapter). Students who are eligible for both subsidized and unsubsi- 
dized Title IV aid may not avoid verification by accepting only unsubsidized 
aid; they must complete verification to receive any Title IV aid. 


REQUIRED POLICIES AND PROCEDURES 


Your school must have written policies about 


e _ the time period in which students must submit verification docu- 
mentation, 


e the consequences for failing to submit those documents in time, 


e the method you will use to notify students if their EFC and Title IV 
aid amounts change, 


e the procedures you or students will follow to correct FAFSA data, 


e the procedure you will follow to refer a student to the Office of 
Inspector General (OIG)(see Chapter 5). 


Your school must provide, in a timely manner, students selected for 
verification a clear explanation of their role, including what documents they 
must submit, the deadlines they must meet, and the consequences of failing 
to meet them. 


You must complete verification for a selected student before you exercise 
professional judgment to adjust any values that are used to calculate the EFC. 
But making a PJ adjustment does not require you to verify an application 
that isn’t selected. 
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Verification regulations 
34 CFR 668.51-61 


Definitions 
34 CFR 668.52 


Subsidized student financial assis- 
tance programs—Title IV programs 
for which eligibility is determined by 
the EFC. These include the Pell Grant, 
Federal Supplemental Educational Op- 
portunity Grant (FSEOG), Federal Work- 
Study (FWS), Perkins Loan, and Direct 
Subsidized Loan programs. 


Unsubsidized student financial as- 
sistance programs—Title IV programs 
for which eligibility is not based on the 
EFC. These include the Teacher Educa- 
tion Assistance for College and Higher 
Education (TEACH) Grant, Direct Un- 
subsidized Loan, and Direct PLUS Loan 
programs. 


The Iraq and Afghanistan Service Grant 
is a non-need-based grant and is not 
subject to verification. 


Policies and procedures 
34 CFR 668.53 
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Verification items for 2016-2017 

34 CFR 668.56 

The verification items for 2015-2016 

remain for 2016-2017: 

« Adjusted gross income (AGI) 

- U.S. income tax paid 

« Education credits 

+ Untaxed IRA distributions 

- Untaxed pensions 

- IRA deductions and payments 

- Tax-exempt interest 

* Other untaxed income 

«Income earned from work 

« Household size 

» Number in college 

« Supplemental Nutrition Assistance 
Program (SNAP) benefits 

+ Child support paid 

* High school completion status 

- Identity/statement of educational 

purpose 


See the June 26, 2015, Federal Register. 


Changing tracking groups 
Beginning with 2016-2017, a student 
may move from Verification Tracking 
Group V1, V4, or V6 to group V5 based 
on corrections made to her CPS record 
or on other information available to the 
Department. If verification was already 
completed for the previous group, the 
student is only required to verify the V5 
information that was not already veri- 
fied. If verification was not completed 
for the previous group, the student only 
needs to verify the V5 information. 


No disbursements of Title IV aid may 

be made until the V5 verification is 
satisfactorily completed. If the appli- 
cant doesn’t complete verification, the 
school is not liable for any Title IV aid it 
disbursed prior to receiving the group 
V5 ISIR. The applicant is liable for the full 
amount because without verification 
there is no evidence she was eligible for 
that aid. More information on reporting 
the receipt of such ineligible funds to 
the Department will be provided in a 
future electronic announcement. 
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APPLICATIONS AND INFORMATION TO BE VERIFIED 

The Department’s long-term goal is for a customized approach to veri- 
fication. A menu of potential verification items for each award year will be 
published in the Federal Register, and the items to verify for a given applica- 
tion will be selected from that menu and indicated on the student’s output 
documents. Output documents will continue to include only one verification 
flag to show students who were selected, and they will need to verify all the 
FAFSA items shown in the margin that apply to them. 


The verification flag will have a value of “Y,” and next to the EFC will be 
an asterisk referring to a comment in the student section of the SAR that tells 
applicants they will be asked by their schools to provide documentation. A 
verification tracking flag will be set on the applicant’s Institutional Student 
Information Record (ISIR) to indicate placement in one of the 2016-2017 
verification tracking groups. 


In some cases you, not the CPS, will select a student for verification. 
You must verify any information you have reason to believe is incorrect 
on any application. At your discretion, you may require a student to verify 
any FAFSA information and to provide any reasonable documentation in 
accordance with consistently applied school policies. In either situation you 
may, but are not required to, include any of the 2016-2017 CPS verification 
items not already included. Even if you don’t do that, students with these 
applications are considered selected for verification and, as with CPS-selected 
applications, all other verification requirements, such as deadlines, allowable 
tolerances, and interim disbursement rules, apply. 


If you want to learn more about verification results, you can use the ISIR 
Analysis Tool, which provides a variety of reports and analyses that can help 
you identify potentially faulty applications that discretionary verification or 
the CPS edits might be missing. They can also help you develop discretionary 
verification edits that focus on student changes that affect the EFC and Pell 
eligibility. The 2016-2017 edition should be available in July 2016. 


Verification tracking groups 
Students who are selected for verification will be placed in one of the fol- 
lowing groups to determine which FAFSA information must be verified. 


V1—Standard Verification Group. Students in this group must verify 
the following if they are tax filers: 

¢ adjusted gross income 

e US. income tax paid 

e untaxed portions of IRA distributions 

e untaxed portions of pensions 

e IRA deductions and payments 

e tax-exempt interest income 

e education credits 


e household size 
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e number in college 
e Supplemental Nutrition Assistance Program (SNAP) benefits 
e child support paid 


Students who are not tax filers must verify the following: 


e income earned from work 
e household size 

e number in college 

e SNAP benefits 

e child support paid 


V2—Reserved for future use by the Department. 
V3—Reserved for future use by the Department. 


V4—Custom Verification Group. Students must verify high school 
completion status and identity/statement of educational purpose in addition 
to receipt of SNAP benefits and payment of child support. 


V5—Aggregate Verification Group. Students must verify high school 
completion status and identity/statement of educational purpose in addition 
to the items in the Standard Verification Group. 


V6—Household Resources Group. Students must verify the items in the 
Standard Verification Group as well as certain other untaxed income on the 
2016-2017 FAFSA: 


* payments to tax-deferred pension and retirement savings plans 
(Questions 45a and 94a); 


e child support received (Questions 45c and 94c); 


¢ housing, food, and other living allowances paid to members of the 
military, clergy, and others (Questions 45g and 94g); 


e veterans’ noneducation benefits (Questions 45h and 94h); 
e other untaxed income (Questions 45i and 94i); 
e money received or paid on the applicant’s behalf (Question 45j); and 


e resources or benefits not appearing on the FAFSA, such as in-kind 
support from a relative or a government agency. 


Reporting results for groups V4 and V5 

You must report the verification results of identity and high school com- 
pletion status for any student for whom you receive an ISIR with tracking 
flag V4 or V5—as selected by the CPS, not your school—and request verifica- 
tion documentation. You report this information on the FAA Access to CPS 
Online website: select the Identity Verification Results option from the main 
menu, enter your school identifiers, the year, and the student identifiers. You 
will then enter one of the following numeric codes that most applies: 
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Online verification assessment 
module 
(http://ifap.ed.gov/qahome/ 
qaassessments/fsaverification.html) 


Verification questions/answers 
The Department has a list of questions 
and answers about verification online. 
See (www2.ed.gov/policy/highered/ 
reg/hearulemaking/2009/ 
verification.html). 


Verification following disasters 
Dear Colleague Letter GEN-10-16 gives 
general guidance for when federally- 
declared disasters affect the awarding 
of aid. The DCL states that the Secre- 
tary will not enforce the verification 
requirements during the award year 
for applicants whose records were lost 
or destroyed because of a disaster. The 
school must document when it does 
not perform verification for this reason 
and use status code “S” when reporting 
the disbursement of Pell Grants to af- 
fected students. 


HEROES Act modifications 

The Higher Education Relief Opportuni- 
ties for Students (HEROES) Act provides 
for the modification and waiving of 
some statutory and regulatory provi- 
sions related to students who receive 
financial aid and who are on active duty 
during a war or other military operation 
or who reside or are employed in a de- 
clared disaster area. These adjustments 
apply to return of funds and signature 
requirements for verification and ap- 
plication, among other things. The most 
recent update to the HEROES Act autho- 
rized its provisions through September 
30, 2017. See pages 59311-59318 of the 
Federal Register dated September 27, 
2012, for the details on the act and a list 
of the eligible students. 
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Verification exclusions 
34 CFR 668.54(b) 


SSeS SSS SS SSS SSS 
Spouse unavailable example 
Ursula is attending Lem Community 
College, and her application is 

selected for verification. She provided 
her husband's information on the 
application but now explains that her 
husband has recently moved out, and 
she can’t locate him. Ursula also gives 
Lem some documents to show that 
she’s tried to locate her husband. Lem 
determines that Ursula doesn’t need to 
provide verification of her husband's tax 
and income information, but she still 
needs to verify her own information. 


Acceptable documentation 

The documentation required for veri- 
fication of 2016-2017 application data 
is in the Federal Register published on 
June 26, 2015. See also DCL GEN-15-11 
for guidance about verifiable informa- 
tion for 2016-2017. 
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1—verification completed in person, no issues found 
2—verification completed using notary, no issues found 
3—verification attempted, issues found with identity 
4—verification attempted, issues found with HS completion 


5—no response from applicant or unable to locate 


If issues were found with both identity and high school completion status, 
use code 3. See the 11/13/13 and 11/6/14 electronic announcements for more 
information. 


Because the FAA Access website does not store a list of these verification 
results for you to retrieve, we recommend you print and keep the confirma- 
tion page for your records. If there is a change in a result you have already 
submitted, you can submit the new code using the above process. Instead of 
using this individual method, you can submit verification results by upload- 
ing a flat file with the data for up to 2,000 students. 


Verification exclusions 

There are times when you don’t need to verify a student’s application. 
Except in the case of the student’s death, however, none of the exemptions 
excuse you from the requirement to resolve conflicting information. You 
should document the basis for an exclusion. Other information not excluded 
must still be verified according to all other requirements. You don’t have to 
verify FAFSA information of a student in the following situations: 


e Death of the student. You don’t have to continue verification if you 
made an interim disbursement and the student died before verifica- 
tion was completed. You cannot make any additional disbursements, 
except for FWS funds already earned, to any of the student’s benefi- 
ciaries. You cannot originate or disburse his Direct Subsidized Loan 
or consider any interim disbursement you made of Pell, Perkins, or 
FSEOG funds or provisional FWS employment to be an overpay- 
ment. See Chapter 2 of Volume 5. 


¢ Notan aid recipient. The student won't receive Title IV aid for rea- 
sons other than a failure to complete verification. This includes being 
ineligible for that aid and withdrawing without receiving it. 


e The applicant is eligible to receive only unsubsidized student finan- 
cial assistance. 


e Applicant verified by another school. The student completed verifi- 
cation for the current award year at another school before transfer- 
ring. Her FAFSA data must be the same as it was at the previous 
school, and you must get a letter from that school stating that it 
verified her application and providing the transaction number of the 
pertinent valid ISIR. 


e Post enrollment. The student was selected for verification after 
ceasing to be enrolled at your school and all (including late) 
disbursements were made. 
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Unless you have reason to believe it is inaccurate, you don’t have to 
verify the reported FAFSA information of the parents of a dependent student 
if any of the following apply: 


e Both of the parents are mentally incapacitated. 
e Both parents or the custodial parent has died. 


e ‘They are residing in a country other than the United States and can’t 
be contacted by normal means. 


e ‘They can’t be located because the student does not have and cannot 
get their contact information. 


Unless you have reason to believe it is inaccurate, you don’t have to veri- 
fy the reported FAFSA information of the spouse of an independent student 
if any of the following apply: 


e ‘The spouse has died. 
e Heis mentally incapacitated. 


e He is residing in a country other than the United States and can’t be 
contacted by normal means. 


e Hecan't be located because the student does not have and cannot get 
his contact information. 


DOCUMENTATION 

The documentation you will need for verification varies according to 
the item verified, as explained in this section. The Department encourages 
students and parents to use the IRS Data Retrieval Tool (DRT) to import 
data from their tax return and not change it. It is the fastest, easiest, and 
most secure method of meeting verification requirements. Also, this chapter 
includes suggested text developed by the Department, which you can use to 
create an institutional verification document if you choose and to verify non- 
tax items, such as household size and number in college. An example of such 
a document is at the end of the chapter. The text and sample document are 
also available on the IFAP website at www.ifap.ed.gov. 


Line items from the 2015 tax return 
1040 

AGI 37 

Income Tax Paid 56 minus 46 


Deductible IRA/SEP 


Tax-exempt Interest Income 8b 8b 


15a minus 15b 
and 
16a minus 16b 


Untaxed Portions of IRAs 
and Pensions 
(excluding rollovers) 
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AGI and income 
tax documentation 
34 CFR 668.57(a) 


Tax transcript matrix 

See the May 4, 2016, electronic an- 
nouncement for a chart of the FAFSA 
and ISIR tax items that are used for 
verification and their corresponding line 
items from the various IRS tax returns 
and the tax transcript. This updates the 
March 23, 2016, announcement. 


DRT items 
The following items are imported from 
IRS forms 1040, 1040A, and 1040EZ to a 
student's FAFSA via the DRT: 
+ type of tax return filed 
filing status 
adjusted gross income 
taxes paid 
income earned from work 
* exemptions 
In addition, the following are also im- 
ported from the 1040 and 1040A forms 
but not the 1040EZ: 
* — education credits 
IRA deductions 
tax-exempt interest income 
untaxed IRA distributions 
untaxed pensions 


1040EZ 
4 


28 minus 36 10 
28 plus 32 17 


11a minus 11b 
and 
12a minus 12b 
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Requesting a tax transcript 

There are a few ways to request a tax 
return transcript: online at www.irs.gov, 
by calling 1-800-908-9946, by using the 
IRS2Go mobile app, or by mailing or 
faxing the paper Form 4506T-EZ, which 
can be printed out from the IRS web- 
site. To order a fiscal year tax transcript 
for verification, Form 4506-T must be 
used rather than Form 4506T-EZ. Phone 
requests are via an automated process 
instead of an IRS representative. With 
online requests tax filers have the IRS 
mail them a paper transcript, which is 
how non-online requests are handled. 
Only filers who submit a paper 4506-T 
or 4506T-EZ can choose to have the 
transcript mailed to a third party. 


The IRS has restored its Get Transcript 
Online feature, which allows users 

to get the transcript in real time asa 
Portable Document Format (PDF) file, 
which they can submit electronically to 
a school or print and submit as a hard 
copy. To use the new Get Transcript On- 
line tool, users must have (1) access to 

a valid email address, (2) a text-enabled 
mobile phone in their name, and (3) 
specific financial account numbers, such 
as a credit card number or an account 
number for a home mortgage or auto 
loan. The process will not cause charges 
to the card or the account. See the July 
26, 2016, announcement. 


Using third parties to get tran- 
scripts 

The IRS has developed a special Income 
Verification Express Service (IVES) that 
allows a third party to receive a tax 
filer's transcript. The IVES participant 
submits a 4506-T or 4506T-EZ form, 
signed by the tax filer, and receives the 
transcript from the IRS, which charges 

a small fee for this service. Schools may 
use a transcript from an IVES participant 
(which is not considered a third-party 
servicer in this instance) for verifica- 
tion as long as they have no reason to 
question its authenticity. Schools may 
not, however, pass on the charge for 
using this service to the student. See 
GEN-14-05 for more information. 
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If you use a verification document, be sure that it is signed, that all 
required sections are completed, and that any relevant tax or alternative 
documents are attached. Copies are acceptable, and unless specifically noted 
in this chapter, a signature on a copy is as valid as an original signature (i.e., 
a handwritten or “wet” signature). In the limited circumstances when a tax 
return copy is acceptable, if it is unsigned the filer (or at least one of the filers 
of a joint return) must sign it. 


The chart on page 81 shows the tax form line numbers for the most 
commonly reported items. This chart is a reference only; it is not a list of all 
the items the school must check on a tax return. 


AGI, taxes paid, and other tax data 

As already noted, the importation of IRS tax data via the DRT is the best 
way to document that information. Students and parents do this either when 
initially filling out the FAFSA on the Web (FOTW) application or later as 
a correction. For the retrieved data to be acceptable documentation of tax 
data, it is necessary that neither students nor parents change the data after it 
is transferred from the IRS—if the data was changed or if you have reason 
to believe the data transferred is incorrect, the student will need to provide a 
return transcript as explained below. The IRS request field(s) on the ISIR will 
have a value of “02” when the data is unchanged. 


If students cannot or will not use IRS Data Retrieval, either at initial 
FAFSA filing or through the FOTW correction process, they must document 
AGI, taxes paid, and untaxed income by providing an IRS tax return 
transcript for the student and spouse or parents, as applicable. Under the 
following conditions, the IRS DRT is not available in FOTW (all apply to 
both students and parents unless otherwise noted): 


e ‘The person did not indicate on the FAFSA that the tax return has 
been completed. 

e ‘The marriage date is January 2016 or later. 

¢ ‘The first three digits of the SSN are 666. 

e ‘The tax return was amended. 

e The person filed a non-U.S. tax return. 


e The person is married and filed the tax return either as head of 
household or married but filing a separate return. 


e Neither married parent entered a valid SSN. 


e Anon-married parent or both married parents entered all zeroes for 
the SSN. 


While encouraged, tax transcripts submitted to your school for verifica- 
tion do not need to be signed by the tax filer unless you have reason to doubt 
their authenticity. 


Special tax situations 

@ Filing extensions. For students and parents granted a tax filing exten- 
sion, you must accept a copy of IRS Form 4868, Application for Auto- 
matic Extension of Time to File U.S. Individual Income Tax Return. They 
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must also provide a copy of all their W-2 forms and, if self-employed, a 
signed statement with the amount of their AGI and their U.S. income 
taxes paid. You may require those with a filing extension to use the 
DRT or submit to your school a tax transcript after the return has been 
filed. If you do that, you must reverify the income information. 


Filers of joint returns who are no longer married. When dependent 
students’ parents filed a joint return and have separated, divorced, mar- 
ried someone else, or been widowed, the students must submit an IRS 
tax transcript and a copy of each W-2 form for the parent whose tax 
information is on the FAFSA. Similarly, an independent student must 
submit a tax transcript and a copy of each of her W-2 forms if she filed 
a joint return and is separated, divorced, or a widow. 


For non-tax filers you must receive a W-2 form for each source of 
employment income. You must also get a signed statement giving the 
sources and amounts of the person’s income earned from work not on 
W-2s and certifying that the person has not filed and is not required to 
file a tax return. For residents of the Freely Associated States (the Re- 
public of the Marshall Islands, the Republic of Palau, or the Federated 
States of Micronesia), a copy of the wage and tax statement from each 
employer and a signed statement identifying all of the person’s income 
and taxes for the year is acceptable. Persons from a U.S. territory or 
commonwealth or a foreign country who are not required to file a tax 
return can provide the signed statement certifying their income and 
taxes paid. 


Financial aid professionals are not expected to have special knowledge 
or expertise regarding the U.S. tax code. If someone whose data are 
required on the FAFSA submits a signed statement claiming non-filer 
status and you have reason to believe that person would have been 
required to file a U.S. tax return, you must require her to submit a 
“Verification of Nonfiling Letter” from the IRS (filers of foreign returns 
would submit a comparable document) that she did not file a 2015 IRS 
income tax return. She can obtain this by submitting IRS Form 4506-T 
and checking box 7. Note that verification of nonfiling is not an indica- 
tion that the person is not required to file a return, just that she did not 
file one. See Chapter 5 if a person whose financial information was on 
the FAFSA did not file a tax return when it appears she was required to 
do so. Also, the IRS will generally not issue a Verification of Nonfiling 
Letter for the 2015 tax year until after June 15, 2016. However, because 
there are limited circumstances when they will provide the letter before 
that date, for purposes of verification, a letter for 2015 must be dated 
on or after June 15, 2016. 


For filers of non-IRS tax returns, you may accept a transcript ob- 
tained from a government of a U.S. territory or commonwealth or a 
foreign nation that includes all of the tax filer’s income and tax infor- 
mation required to be verified for tax year 2015. If a free transcript is 
not available, you may accept instead a copy of the tax return, which 
must be signed by the filer or one of the filers of a joint return. Use 
the income and tax information that most closely corresponds to the 


If a W-2 is not available 

If an individual who is required to sub- 
mit an IRS Form W-2 did not save a 
copy, she should request a replacement 
W-2 from the employer who issued the 
original. A W-2 transcript from the IRS 

is also acceptable though it generally is 
not available until the year after the W-2 
information is filed with the IRS (e.g. 
2017 for 2015 information filed in 2016). 


If she is unable to obtain one in a timely 
manner, you may permit her to provide 
a signed statement that includes the 
amount of income earned from work, 
the source of that income, and the rea- 
son why the W-2 is not available ina 
timely manner. 


Rollovers and verification 
Qualified rollovers from one retirement 
account to another are not taxable, and 
they should not be counted as untaxed 
income (as indicated in Chapter 2). Since 
neither the DRT nor a tax transcript 
identifies rollovers, you must obtain 
documentation from the tax filer indi- 
cating any qualified rollover amounts 
that are excluded from the FAFSA. This 
could be a signed statement or a nota- 
tion by the filer on the tax transcript 
that includes the word “rollover” beside 
any applicable item, similar to the in- 
struction the IRS gives for Forms 1040 
and 1040A. The annotation must be 
signed and dated by the filer. For more 
information, see Question VI-Q4 on the 
webpage given in the page 79 margin. 
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“Per computer” amounts 

We have noted in a Q and A on the 
website cited in the margin of page 79 
that the tax return transcript may show 
a per computer amount for some tax 
data that is different from what the filer 
reported to the IRS. The per computer 
amount should be used because it cor- 
rects mathematic errors and is more 
accurate than what appears on the 
return or was transferred via the DRT. 
This guidance still holds, but because 
the DRT reports per computer values 
for AGI, income tax paid, and education 
tax credits, there should not be many 
discrepancies between DRT data and 
the transcript. 


Verification selection and PJ 
Once the Department selects a FAFSA 
for verification, every subsequent trans- 
action for that award year, even one 
that was the result of professional judg- 
ment (PJ), will indicate that the student 
is selected for verification. 


If a FAFSA that is not selected for 
verification is later corrected, that can 
result in the application being selected. 
However, when PJ is used (and coded 
correctly) to adjust an application that 
is not selected for verification, the CPS 
prevents the subsequent transaction 
from being selected for verification. 
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information on the IRS tax return, and convert monetary amounts into 
US. dollars as appropriate. 


Filers of amended returns. Students or parents who file an amended 

return (IRS Form 1040X) cannot use the IRS DRT, and if they amend 

the return after using the DRT to fill out the FAFSA, you cannot rely 

on that data. Instead, you will need to use information from these 

documents to complete verification: 

1. asigned copy of the 1040X form that was filed and 

2. an IRS tax return transcript (that will only include information 
from the original tax return and that does not have to be signed), 
or any other IRS transcript (such as a return transcript for taxpayer 
or RTFTP) that includes all the income and tax information re- 
quired to be verified: AGI, income tax paid, education credits, etc. 


Victims of identity theft who cannot get a return transcript or use the 
DRT submit a Tax Return DataBase View (TRDBV) transcript as well 
as a statement they have signed and dated indicating that they were 
victims of tax-related identity theft and that the IRS has been made 
aware of it. They do this by calling the IRS’s Identity Protection Special- 
ized Unit (IPSU) at 800-908-4490. After the IPSU authenticates the tax 
filer’s identity, she can ask the IRS to mail her the TRDBV transcript, 
which is an alternate paper transcript that will look different than a 
regular transcript but that is official and can be used for verification. 
Unless you doubt the TRDBV transcript’s authenticity, you don't need 
to get an IRS signature or stamp or any other validation. See DCL 
GEN- 14-05 for a sample TRDBV transcript. Those who cannot obtain 
a TRDBV transcript may instead submit another official IRS transcript 
or equivalent IRS document if it includes all of the income and tax 
information required to be verified. 


Using a tax return to complete verification. When the DRT and 
return transcript are not available and you must use a tax return for 
verification, it will likely have been filed electronically with one of a 
variety of methods. These include do-it-yourself methods as well as 
completion by a tax preparer. Each method should permit printing of 
a paper copy of the return, though the e-file format might not contain 
every line item, showing instead only the data the tax filer provided. 
For example, if Item 8a, “Taxable interest income,’ does not appear on 
such a return, that means no taxable interest income was reported. 


You can also accept an electronic copy of the return that has been 
electronically signed, provided your school’s process for accepting 
such signatures complies with the Electronic Signatures in Global and 
National Commerce (ESIGN) Act. But a signature on Form 8879, the 
IRS e-file Signature Authorization, is not an acceptable substitute for a 
signature on the tax return. 
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Using a joint return to figure individual AGI and taxes paid 
If the filer of a joint return has become widowed, divorced, or separated since filing the return, it may be necessary to 
determine the individual's income and taxes paid using the joint return and W-2 forms. If a W-2 is not available (the filer 
is self-employed for example) or if a duplicate copy from the employer who issued the original W—2 is not available in a 
timely manner, the school may permit the filer to provide a signed statement that certifies the base year AGI and U.S. taxes 
paid. If he has divorced and married someone new (see the margin note on page 90 if this occurred after completion of the 
application), then the new spouse's income and assets would also need to be included. 


Add the income amounts from the individual's W-2 forms to any other income that can be extracted from the joint return. 
Any interest or business income earned on joint accounts or investments should be assessed at 50%. The same procedure 
should be used to divide business or farm losses. Also, if the AGI listed on the joint return was adjusted, you should reduce 
the individual's AGI by the portion of the adjustment that applies solely to him or her. For example, if an adjustment 

was made for moving expenses, which applies to the couple jointly, only 50% of the adjustment amount can be applied 
against the individual’s income. An AGI figure can be calculated for the individual filer. A signed statement from the filer 
certifying that the data from the joint return were accurately assessed is sufficient documentation for this method. 


Use one of the following methods to figure the individual's taxes paid: 


- Tax table (preferred method). Using the IRS Tax Table or Tax Rate Schedule for the appropriate year, calculate the 
amount of tax that would have been paid if a separate return had been filed. Use the deduction and number of exemptions 
the individual could have claimed if he or she had filed a separate return. (If itemized deductions were taken, count only 
the portion of those deductions that could have been claimed on a separate tax return.) 


- Proportional distribution. Determine what percentage of the joint AGI was attributable to the individual, and then as- 
sess the joint taxes paid by that same percentage. 


Example 1: Calculating individual AGI from joint return example 
Eddy’s application is selected for verification. He and his wife filed a joint return for 2015 and have since separated. The AGI 
on Eddy’s FAFSA matches the AGI of $48,000 on the 2015 tax return, which means it’s wrong because it includes his wife's 
income. 


Eddy’s W-2 shows that his income for 2015 was $19,800, and the tax return shows $400 in interest. Because it was interest 
on a joint savings account, the aid administrator adds $200 of it to Eddy’s income and submits $20,000 as the corrected 
income via FAA Access. 


Example 2: Calculating individual taxes paid from a joint return 
The aid administrator determines that Eddy’s part of the $48,000 AGI he and his wife reported is $20,000. Eddy and his 
wife claimed four exemptions on their tax return (themselves, one child, and Eddy’s nephew). Eddy’s wife has custody of 
the child and will claim him as her dependent when she files her tax return for 2016. Eddy’s nephew still lives with him. 
Therefore, Eddy would have had two exemptions (himself and his nephew), totaling $8,000. In the new situation, Eddy’s 
filing status is “head of household” instead of “married.” Therefore, his standard deduction is $9,250 (instead of the $12,600 
for married filers). Eddy’s income of $20,000 minus the $8,000 for exemptions and the $9,250 standard deduction results 
in $2,750 in taxable income. 


The aid administrator uses the tax table to determine how much tax Eddy would have paid on this amount, taking into ac- 
count any applicable credits reported on the original return. With a taxable income of $2,750, the amount of tax paid from 
the tax schedule would be $276. 


To use the proportional distribution method instead, the aid administrator figures out what percentage of the joint AGI 
Eddy’s income represents. The percentage is 42% (20,000 divided by 48,000 is .4167). The aid administrator then multiplies 
the income tax paid as reported on the tax return ($991 for this example) by this percentage. Therefore, Eddy’s income tax 
paid would be $416 (.42 x $991). 
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Immigrants and tax filing 
Immigrants are not exempt from tax fil- 
ing. The IRS is more concerned whether 
a person is a resident or nonresident— 
rather than legal or illegal—alien. An 
alien is anyone who is not a U.S. citizen 
or national. A resident alien is one 

who either is a permanent resident 

or has resided in the U.S. for a specific 
minimum amount of time (has met the 
substantial presence test). All others 
are nonresident aliens. Resident aliens’ 
income is generally subject to tax in 

the same manner as U.S. citizens’, and 
they file Forms 1040, 1040A, or 1040EZ. 
Nonresident aliens who are required 

to file a return submit Form 1040NR or 
1040NR-EZ; both forms are acceptable 
documentation for verification. 


Immigrants who do not have an SSN 
and are unable to get one can apply 
with the IRS for an individual taxpayer 
identification number (ITIN). The ITIN is 
only for tax purposes. It does not autho- 
rize a person to work, endorse his legal 
status, or entitle him to the earned in- 
come credit or Social Security benefits. 
It is not to be used as an identifier in 
place of the SSN on the FAFSA. 


See the IRS’s Publication 519, U.S. Tax 
Guide for Aliens at www.irs.gov for more 
information. 


* You must get a copy of the W-2(s) 

for all persons in the Household Re- 
sources Group (V6), including tax filers 
who used the IRS DRT or acquired a 
tax transcript. Get W-2s for those in the 
household whose financial information 
appears on the FAFSA. Tax filers could 
have other untaxed income that was 
not transferred via the DRT or that did 
not appear on a tax transcript, and W-2s 
are used to verify whether there was 
such income that should have been 
reported on the FAFSA and if it was re- 
ported correctly. 
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For persons who have a tax professional prepare their return, instead of 
a copy of the return with the filer’s signature, you may accept one that 
has the name and Preparer Tax Identification Number (PTIN) of the 
preparer or has his SSN or EIN and has been signed, stamped, typed, 
or printed with his name and address. Note that the IRS requires paid 
preparers to have a PTIN. 


If a person did not retain a copy of her 2015 tax information and it 
cannot be located by the IRS or the relevant government agency, she 
must submit a signed statement indicating that she did not keep a 
copy of her tax information as well as documentation from the taxing 
authority indicating that that information cannot be located. Also, you 
must accept for an IRS filer either a copy of Form W-2 for each source 
of employment income received for 2015 or, if she is self-employed, 

a signed statement certifying the amount of AGI and taxes paid. For 
someone who filed an income tax return with a government of a U.S. 
territory or commonwealth or a foreign central government, accept a 
copy of a wage and tax statement or a signed statement certifying the 
amount of AGI and taxes paid for 2015. 


Other untaxed income 

As already mentioned, other untaxed income will be verified for students 
selected for the Household Resources Group (tracking flag V6). In most cases 
you can verify these items by obtaining a statement giving the sources and 
amounts of income and signed by the student and, if appropriate, one par- 
ent. Also get a copy of each W-2 form for these sources.” If there is no other 
untaxed income, the statement must indicate that. The suggested verification 
text at the end of the chapter can be used to meet these requirements. 


If you determine that the total of the other untaxed income and all other 
sources of income does not appear to be sufficient to support the number 
of household members reported, the student and, if appropriate, his parents 
or spouse must explain how the family was financially supported during the 
2015 calendar year and provide a signed, written statement of that. Your 
financial aid office decides what is sufficient financial support and what is evi- 
dence of that, and your office must document its decision in each case. 


Use reasonable judgment when evaluating the validity of the income 
information provided by students and parents. We understand that these 
situations differ among institutions and depend on location as well as student 
demographics and experiences. Just as you may accept a statement from 
students and parents as acceptable documentation for household size and 
other elements, you may choose to accept a signed low-income statement, 
an income-to-expenses comparison, or other documentation determined by 
your school that clarifies how students or parents supported themselves and 
their families. It might show shared living arrangements that reduce costs, 
the receipt of welfare or veteran’s educational benefits or other income not 
included on the FAFSA, or that there are other reasons for a low cost of liv- 
ing, including that the student is homeless or in poverty. 
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Household size 

To document the household size, the student needs to provide a 
statement signed by him and, if dependent, at least one parent that gives the 
name, age, and relationship to the student of each person in the household. 


You don’t have to verify household size in the following situations: 


e Fora dependent student, the household size reported is two with a 
single, divorced, separated, or widowed parent or is three with par- 
ents who are married or are unmarried and living together. 


e For an independent student, the number reported is two if he is 
married or one if he is single, divorced, separated, or widowed. 


Keep in mind that household size needs to align with the answers to the 
relevant dependency status questions, such as the one about having depen- 
dents other than a spouse. If verification reveals that answers do not match, 
the FAFSA needs to be corrected so that they do. 


Number in college 

You can document this item with a statement signed by the student (and, 
if she is dependent, at least one parent) that gives the name and age of each 
person in the household (excluding the parents of a dependent student) who 
is enrolled at least half time in a degree or certificate program at an eligible 
college. The statement must also give the name of each college, and it can be 
written to document household size as well. Completion of the Department’s 
verification suggested text can satisfy both items. 


If you have reason to doubt the enrollment information reported, you 
must obtain from each school a statement that the named person will attend 
there on at least a half-time basis. You don’t have to get such a statement if 
the person has not yet registered, is attending less than half time, or will be 
attending your school. 


If you have reason to doubt whether a reported school is Title IV-eligible, 
you must insure it is, such as by checking to see if it has a federal school code. 


You don’t have to verify the number in college if the reported number 
enrolled is one (the student only). 


SNAP benefits (food stamps) 

If the ISIR shows that someone in the parents’ or student’s household 
received SNAP benefits in 2014 or 2015, the student must provide a signed 
statement indicating receipt of the benefit. If you have reason to doubt the 
receipt of SNAP benefits, you must require him to obtain and give you 
documentation from the agency that supplied the benefit. This documenta- 
tion may include, but is not limited to, an account summary, statement, or 
website printout that clearly verifies the SNAP benefits received and that the 
document was obtained through official means from the agency. 


In some instances an ISIR will not show receipt of SNAP benefits—even 
though someone in the household did receive those benefits—because the 
question was not presented to the student in FAFSA on the Web. This oc- 


curs when the question is not pertinent for the student; either she is not 
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Household size documentation 
34 CFR 668.57(b) 


Number in college 
documentation 
34 CFR 668.57(c) 


Unreported SNAP benefits 

Charlie is married and has one child. He 
and his wife report an AGI of $52,000 on 
FAFSA on the Web, and because this ex- 
ceeds the income thresholds to qualify 
for either of the alternate EFC calcula- 
tions, none of the relevant questions 
were presented to him when he filled 
out his FAFSA online. He is selected for 
the Standard Verification Group, and 
verification reveals that he made a mis- 
take in reporting his AGI, which should 
have been $22,000. He also indicates 
that he received SNAP benefits. There- 
fore, because he would be eligible for 
an auto zero EFC, his school must indi- 
cate the receipt of SNAP on his applica- 
tion as well as correct his AGI. 
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Timing of signature 

Any required signatures, such as signa- 
tures on worksheets or on copies of tax 
returns, must be collected at the time 

of verification—they can’t be collected 
after the verification deadline for that 
award year. 


Electronic signatures 

For verification documentation, a 
school may collect an electronic signa- 
ture for an applicant, parent, or spouse 
if the process includes an assurance of 
the identity of the person signing. This 
is often accomplished with a PIN or 
password that is assigned only after the 
identity of the person receiving the PIN 
or password has been authenticated. 


V4 and V5 reporting 

As explained on pages 79 and 80, 
schools are required to report through 
FAA Access Online the outcomes of 
verifying high school completion status 
and identity/statement of educational 
purpose for applications with tracking 
flags V4 and V5. 


Refugees and HS completion 

In rare instances when a refugee, asylee, 
or victim of human trafficking cannot 
obtain documentation of high school 
completion from her home country, a 
school may accept self-certification in 
accordance with the guidance of Q&A 
FHD-Q2/A2 at 
(www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/hsdiploma.html). 
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eligible for an automatic zero EFC or the simplified needs test (the reason 
for the question about SNAP), or she is eligible for one of those alternative 
EFC calculations by meeting another criterion. In such cases you don’t need 
to correct the SNAP field. However, if correcting the response to the SNAP 
question to “Yes” makes the student eligible for one of the alternate EFC cal- 
culations, you must make the change. See the example in the margin. 


Child support paid 

If the ISIR shows that the student or parent paid child support in 2015, 
the student must provide a statement signed by her or, if she is dependent, 
either parent and giving the annual amount of the support, the names of 
those who paid it and whom it was paid to, and the name(s) and age(s) of the 
child(ren) for whom it was paid. 


If you believe that signed statement is inaccurate, the student must pro- 
vide appropriate documentation, such as a statement from the recipient of 
the child support showing the amount provided, or other documentation 
that the payments were made, such as copies of the child support checks, 
money order receipts, or records of electronic child support payments. 


If the student reports on verification documents that he, his spouse, or 
his parent paid child support but did not report that on his FAFSA, you must 
resolve the conflict. However, if he was eligible for an automatic zero EFC, 
the child support paid question would not have been presented on FAFSA on 
the Web; as long as he is still eligible for an auto zero EFC, there is no need to 
correct the child support field on the application. 


High school completion 
Students must provide one of the following documents that indicate their 
high school completion status at the beginning of the 2016-2017 year: 


e Acopy ofa high school diploma. 


e Acopy ofa final, official high school transcript that shows the date 
when the diploma was awarded. 


e Acopy of a General Educational Development (GED) certificate or 
GED transcript that indicates the student passed the exam. 


¢ Certification of a passing score on a test that the student's state au- 
thorizes and recognizes as the equivalent of a high school diploma. 
This includes tests similar to the GED, such as the High School 
Equivalency Test or the Test Assessing Secondary Completion. Test 
transcripts are acceptable documentation if they indicate that the 
final score is a passing score or that the student’s state considers the 
test results to meet its high school equivalency requirements. 


« Acopy of the “secondary school leaving certificate” or similar docu- 
ment from the proper government agency for students who com- 
pleted secondary school in a foreign country. If your college doesn’t 
have the expertise to evaluate foreign secondary school credentials or 
chooses not to do so, there are evaluation services available. 


e An academic transcript that indicates the student successfully com- 
pleted at least a two-year program that is acceptable for full credit 
toward a bachelor’s degree at any participating school. 
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e Acopy of a secondary school completion credential for homeschool 
(other than a high school diploma or its recognized equivalent) if 
state law requires homeschooled students to obtain that credential. 


e A transcript or the equivalent, signed by the parent or guardian of 
a homeschooled student, that lists the secondary school courses the 
student completed and documents the successful completion of a 
secondary school education in a homeschool setting. 


e Fora student who has not completed high school and is seeking 
enrollment in a program that leads to at least an associate degree or 
its equivalent, documentation from the high school that he excelled 
academically and from your school that he meets your written policy 
for admitting such students. This should be a rare occurrence. 


¢ For students in an “eligible career pathway program,” documenta- 
tion that they passed an approved ATB test or completed at least 6 
credit hours or 225 clock hours that are applicable toward a degree 
or certificate offered by your school. See the margin note. 


If your school has already received one of these documents as part of the 
admission process, you do not need to ask for another. Also, if you success- 
fully verified a student’s high school completion in a prior year, you do not 
need to do it again. 


When documentation of high school completion is unavailable—e.g., the 
school is closed and no information is available from another source such as 
the school district or state department of education, or the parent or guard- 
ian who homeschooled the student is deceased—you may accept alternative 
documentation, such as a military DD Form 214 Certificate of Release or 
Discharge from Active Duty on which Block 18 indicates that the student is 
a high school graduate or equivalent. However, a student's self-certification 
is not acceptable except in rare instances for refugees, asylees, and victims of 
human trafficking, as explained in the margin note on page 88. 


Identity and statement of educational purpose 

Students should appear in person at your school and present a valid, un- 
expired, government-issued photo identification (ID) such as a passport or 
a driver’s license or other state-issued ID. You must maintain an annotated 
copy of that ID that includes the date it was received and the name of the 
person your school authorized to receive it. Note that an ID issued by a state 
university or college is not sufficient for this purpose. 


Students must also sign a statement of educational purpose that certi- 
fies who they are and that the federal student aid they may receive will only 
be used for educational purposes and for the cost of attending the school for 
the 2016-2017 year. Unlike the other text at the end of the chapter, the text 
for this statement is not suggested—you must use the exact language given 
(the student’s identification number is optional though if collected elsewhere 
on the same page as the statement). After examining the statement, you may 
convert it into an electronic record. You must keep that or the original for at 
least the required Title IV record retention period. 
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REAL ID Act of 2005 

The REAL ID Act affects people entering 
certain restricted areas where identifica- 
tion is required: federal facilities, nuclear 
power plants, and federally regulated 
commercial airplanes. Because there are 
currently no restrictions under the act 
on agencies accepting an ID that is not 
compliant with the act (typically one 
marked “not for federal identification”) 
for other purposes, such an ID is accept- 
able for verification of identity/state- 
ment of educational purpose. It must 
be a government-issued ID that has 

not expired and includes the student's 
photo and name. 


Online notary services 

Currently the Department does not 
authorize the use of online notary ser- 
vices as an alternative to traditional, in- 
person notary services. 


ATB alternatives for high school 
completion 

The Consolidated and Further Continu- 
ing Appropriations Act, 2015, provides 
ability-to-benefit (ATB) alternatives to 

a high school diploma for students en- 
rolled in a career pathway program on 
or after July 1, 2014. See DCL GEN-16-09 
for more information, including a defini- 
tion of career pathway program and a 
list of Q's and A’s. 


Students who were enrolled in a Title IV 
program prior to July 1, 2012, and were 
eligible for aid under the old ATB provi- 
sions retain their eligibility regardless of 
whether they are in a career pathway 
program. See GEN-12-09 regarding the 
grandfathered ATB provisions, and see 
the announcement of June 24, 2015, for 
a current list of approved ATB tests. 


For students who establish Title IV eli- 
gibility under an ATB alternative, your 
school should have already obtained 
or be in the process of obtaining docu- 
mentation necessary to support his 
eligibility. Therefore, no further high 
school completion documentation 
should be needed from the student. 


AVG-89 


Application and Verification Guide 2016-2017 Glossary/Acronyms CFR DCL 


Updating information 
34 CFR 668.55 


Parent remarriage after applying 
While the applicant does not typically 
update household size or number in 
college because of a change in his mari- 
tal status, if he is a dependent student 
and his parent remarries between appli- 
cation and verification, he must update 
household size to include the new step- 
parent. However, the student would not 
count the new stepparent’s income and 
assets. A school can use professional 
judgment to include the stepparent's 
income or to otherwise account for the 
change. 

HEA Sec. 475(f)(3) 

34 CFR 668.55(b) 
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A student who is unable to appear at your school must go to a notary 
public and sign the statement of educational purpose. He must then submit 
to your office that statement, a certification from the notary that he appeared 
before her and presented a government-issued photo ID confirming his iden- 
tity, and a copy of the same ID. 


UPDATING INFORMATION 

Generally, a student cannot update information that was correct as of 
the date the application was signed because the FAFSA is considered to be a 
“snapshot” of the family’s financial situation as of that date. For example, if 
the student’s family sold some stock after she signed the FAFSA and spent 
the money on a non-reported asset such as a car, she can’t update her infor- 
mation to show a change in assets. After the FAFSA is signed, only certain 
items can be updated under the following conditions: 


1. All applicants whose dependency status changes must update that 
status and the associated FAFSA information throughout the award 
year except when the update is caused by a change in the student’s 
marital status. 


2. All applicants selected by the Department or a school for verifi- 
cation of household size or number in college must update those 
numbers to be correct as of the date of verification unless the update 
is due to a change in the student’s marital status. 


At your discretion you may update under either 1 or 2 even when the 
update is due to a change in the student’s marital status if you deem it neces- 
sary to address an inequity or to reflect more accurately the applicant’s ability 
to pay. Such a decision must be on a case-by-case basis, and you must docu- 
ment your reasons for it. You must also update all other pertinent informa- 
tion, such as spousal income and taxes paid. Your school may have a policy 
of not considering such updates after a specific census date. Note, however, 
that you cannot update the marital status of an already independent student 
whose dependency status has not changed because of her marriage or divorce 
and who was not selected for verification. In such a case you must select the 
student for verification if you want to exercise your discretion to update her 
marital status and all other associated information. 


Documenting household size or number in college is not required in a 
subsequent verification in the same year if the information has not changed. 


CORRECTING ERRORS 

As explained in the last section, you only make updates in specified situa- 
tions, but for students who are not selected for verification, you or they must 
correct and submit for processing any errors reported on the original FAFSA 
that would change the EFC or that determine the students’ eligibility for aid. 


For students who are selected for verification and receiving subsidized 
student aid, changes that result to any non-dollar item and to any dollar item 
of $25 or more must be submitted for processing. See the section on changes 
to a selected applicant’s FAFSA. 
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INTERIM DISBURSEMENTS 

Interim disbursements are allowed either prior to completing verification 
or after verification but before receiving the corrected SAR or ISIR. If you 
have no reason to question the accuracy of the information on the FAFSA, 
prior to completing verification you may at your discretion 


1. make one disbursement of Pell, Perkins, and FSEOG funds for the 
applicant’s first payment period, 


2. permit FWS employment for the first 60 consecutive days after the 
student enrolls for the award year, or 


3. originate but not disburse a Direct Subsidized Loan. 


If verification results in changes to the FAFSA information that you 
determine will not alter award amounts, you may at your discretion take ac- 
tions 1-3 as well as disburse a Direct Subsidized Loan prior to receiving the 
corrected valid SAR or ISIR. 


Overpayments from interim disbursements 

If prior to verification you make an interim disbursement of Pell, Per- 
kins, or FSEOG funds, your school is liable for any overpayment that results. 
If you can’t eliminate it by reducing subsequent disbursements or having the 
student return the money, your school must use its own funds to reimburse 
the appropriate program by the earlier of 60 days after the student’s last day 
of attendance or the last day of the award year. 


If prior to verification your school permits provisional FWS employment 
of students for up to 60 days, it is liable for any overpayment it can’t recover 
by adjusting other aid, and it must reimburse the FWS account from its own 
funds. Students must be paid for all work performed out of your school’s 
payroll account—they can’t be required to repay FWS wages earned except 
when they are proven guilty of fraud. 


If you make an interim disbursement after completing verification but 
prior to receiving a correct valid SAR or ISIR, and you fail to receive the SAR 
or ISIR within the deadlines discussed later in this chapter, your school must 
use its own funds to reimburse the appropriate program and ensure that the 
student is paid under its own payroll account for all work performed. 


CHANGES IN A SELECTED APPLICANT’S FAFSA 

To receive subsidized student aid, students or the school must submit for 
processing any changes resulting from verification to a non-dollar item or a 
single dollar item of $25 or more. 


Campus-Based and DL changes 

When students receive subsidized student aid other than Pell Grants and 
there is a change, adjust the package on the basis of the EFC on the corrected 
valid SAR or ISIR. If there was an interim disbursement, comply with the 
relevant rules if the package must be reduced. If there was a regular disburse- 
ment and the package must be reduced, comply with Perkins or FFEOG 
overpayment rules or with the rules for dealing with excess loan proceeds for 
Direct Subsidized Loans. 
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Interim disbursements 
34 CFR 668.58 


Recovery of funds from interim 
disbursements 
34 CFR 668.61 


Disbursing unsubsidized aid 

For students who are selected for 
Verification Group V1 or V6, a school 
may, on a case-by-case basis and with 
proper documentation, disburse Direct 
Unsubsidized and PLUS loans prior to 
completing verification when comple- 
tion will be delayed and the student 

is eligible for both subsidized and 
unsubsidized aid. To avoid exceeding 
the student's financial need, the school 
must consider the subsidized aid she 
will receive and adjust the aid amounts 
after verification if necessary. 


If the student never completes V1 or 
V6 verification, the Direct Unsubsidized 
and PLUS loan aid that was disbursed 
may be kept. 


Changes to FAFSA information 
34 CFR 668.59 

When there is an overaward from a 
regular disbursement, the following in- 
dividual progam regulations apply: 
Pell Grants: 34 CFR 690.80 

Perkins and FSEOG: 34 CFR 673.5(f) 
Subsidized DL: 34 CFR 685.303(e) 
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Example: selection after 
disbursement 

Owen is attending Guerrero University. 
His application isn’t selected for 
verification, and he receives aid in the 
fall. ln December, Owen submits a 
correction on his SAR that causes the 
ensuing transaction to be selected for 
verification. The aid administrator at 
Guerrero tells Owen he needs to submit 
verification documents if he wants 

his aid for the spring and if he wants 

to keep the Pell funds he received for 
the fall, but Owen doesn’t turn in the 
documents. Owen doesn’t have to 
repay the Stafford loan he got in the 
fall, but he does have to return the Pell 
Grant, and Guerrero must cancel his aid 
package for the spring. 


Making corrections and 
updates 


FAFSA on the Web 
www.fafsa.gov 


FAA Access to CPS Online 
http://faaaccess.ed.gov/ 
or via EDE 

by the school aid office 


Student aid report 
paper corrections sent by mail 


By phone 

Change schools listed or student 
address (DRN required) 

Federal Student Aid Information 
Center (FSAIC) 

1-800-4-FED-AID (1-800-433-3243) 
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Pell changes 

When the data on the FAFSA change, recalculate the student’s Pell Grant 
on the basis of the EFC on the corrected valid SAR or ISIR. You can only pay 
an increased Pell Grant if you have that output document and it supports an 
increased Pell award. 


If the Pell Grant is reduced and the student received an interim disburse- 
ment, adjust following disbursements as necessary. Failing that, the student 
should reimburse the Pell Grant Program, or, if he does not return the over- 
payment, your school must reimburse the Pell program with its funds. If the 
student received Pell Grant money as a regular disbursement, he is responsi- 
ble for repaying the overpayment. See Volume 5, Chapter 1 of the Handbook 
for information on overpayments. 


Selection after disbursement 

A student’s application might be selected for verification after correc- 
tions are submitted and the student has been paid based on the previous 
unselected CPS transaction. You must verify his application before making 
further disbursements. If verification does not justify aid already disbursed, 
then the student is responsible for repaying all aid for which he is not eligible, 
though he may keep any Stafford Loan money he received and FWS wages 
he earned. See page 93 for what happens if he fails to complete verification. 


After documentation is complete 

When you've obtained all necessary verification documents from the 
student, you should compare them to the SAR or ISIR you are reviewing 
for payment. If all the student’s information is correct and there are no 
outstanding issues or conflicting information, you may award and disburse 
aid for which the student is eligible. 


HOW TO SUBMIT CORRECTIONS AND UPDATES 

Corrections and updates can be submitted by the student on the SAR or 
the Web or by the school using FAA Access to CPS Online or the Electronic 
Data Exchange (EDE). In addition to the following information, see also 
“Corrections and Updates” in the 2016-2017 ISIR Guide. 


Using FAFSA on the Web (FOTW) 

Any student who has an FSA ID—regardless of how he originally ap- 
plied—may correct any of his own data by using FAFSA on the Web at 
www.fafsa.gov. If dependent students need to change parental data, a parent 
must either sign electronically with her own FSA ID or print out and sign a 
signature page. 


Submitting changes via FAA Access to CPS Online or EDE 

Your school can submit corrections and updates electronically through 
FAA Access to CPS Online or EDE even if the original application wasn’t 
submitted with that method. If your school isn’t listed on the transaction you 
want to correct, the student will have to give you the DRN printed on the 
SAR or SAR Acknowledgement so that you can add your school in the next 
available institution field and then get electronic access to the resulting cor- 
rected transaction. If all the fields are filled, the student will have to tell you 
which school to replace with yours. 
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If you send a correction or update for a student, you must first have 
signed documentation from the student and parent. This can be signatures 
on Part 2 of the SAR, a signed copy of the correction or update, or a signed 
verification document. Unlike those for the original application, these do not 
have to be wet signatures. See Chapter 2 for more on signature requirements. 


The CPS will process the change, send an ISIR to the school, and send 
the student a one-page SAR acknowledgement or, if the CPS has her e-mail 
address, an e-mail with a link to her SAR information on the Web. 


Using the Student Aid Report (SAR) to make corrections 

Students who received a paper SAR may make corrections or updates on 
it, then sign and return it to the FAFSA processor at the address given at the 
end of the SAR (of course, students with FSA IDs can instead use FOTW). 
One parent must also sign if the student is dependent and parent data was 
changed, unless the only corrections are to the institution or housing codes, 
the address, or telephone number. 


If the student applied electronically through a school or received an 
e-mail link to SAR information on the Web but would like to make correc- 
tions with a paper SAR, she can have one mailed to her by calling the FSAIC 
at 1-800-433-3243 and providing her name, SSN, and date of birth. 


Adding schools and changing a student’s address 

As with other changes, a student can add schools or change her address, 
e-mail address, or telephone number on the Web or on a paper SAR. But she 
can also update these items over the phone by calling 1-800-4-FED-AID and 
providing her DRN. You can submit those changes for her through FAA Ac- 
cess, although, as noted before, if your school was not listed on the student’s 
application, you will need her DRN to add your school. 


The FAFSA has limited space for a student to list schools that will receive 
the application data: four schools can appear on the paper application, 10 
with either FAFSA on the Web, FAA Access, or EDE. If the student wants 
information sent to more schools, he can use any of the methods listed pre- 
viously to replace some or all of the original schools, though the replaced 
schools will not receive an ISIR. For example, if the student originally listed 
10 schools on the application and then used FOTW to replace two schools 
with two new ones, those that were replaced would not receive an ISIR from 
this correction or any subsequent correction on which they did not appear. 


DEADLINES AND FAILURE TO SUBMIT DOCUMENTATION 

You must require students selected for verification—whether by your 
school or by the Department—to submit to you the documentation by the 
date specified by your school (for Campus-Based and DL) or the Department 
(for Pell). 


Campus-Based and DL 


If a student doesn’t provide verification documentation within a reason- 
able time period that your school has established, you cannot 
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Corrections by phone limited to 
processor errors 

As we've discussed, a student with a 
DRN can change his address and school 
listings by calling the Federal 

Student Aid Information Center. 


Most other corrections can’t be made 
over the phone—they have to be done 
on the SAR or through FOTW or FAA 
Access. There is only one exception, and 
that’s when the information the student 
submitted on a paper FAFSA or SAR was 
not scanned or input correctly. 


If a student contacts the FSAIC and an 
operator can verify by viewing the im- 
age file of the document that an answer 
to an item was not correctly recorded 
by the FAFSA processor, the operator 
can correct that error. 


The correction will be transmitted to the 
CPS, a corrected ISIR will be available to 
the student's schools within 72 hours, 
and he will receive a corrected SAR in 
the mail within 10 days. The student 
doesn't have to sign for this correc- 

tion because he has already signed the 
original paper document that has the 
correct information. 


Failure to submit 
documentation 

34 CFR Pell Grants 668.60(c) 

34 CFR Campus-Based/DL 668.60(b) 
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additional time period for Pell 
34 CFR 668.60(c)(1) 
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e disburse more Perkins or FSEOG funds, 
e employ or permit further FWS employment, or 


¢ originate or disburse any additional Direct Subsidized Loans. 


Additionally, the student must repay any Perkins or FSEOG funds she 
received that year. 


If she fails to complete verification within the time period established 
by your school and if you received any Direct Subsidized Loan funds for 
the student that you did not disburse, you must return some or all of those 
funds under the excess cash tolerance regulation [see 34 CFR 668.166(b) and 
Volume 4, Chapter 2]. 


Notwithstanding this, if the student provides the documentation after 
your school’s deadline, you may, at your discretion, still provide aid. 


Pell Grants 

A student selected for verification may submit a valid SAR or a school 
can receive a valid ISIR after the Pell deadline but before the verification 
deadline published in the Federal Register. If a student does not provide the 
verification documentation or you do not receive the valid SAR or ISIR (if 
necessary) within this additional time, he forfeits his Pell Grant for the award 
year and must return any Pell money already received for that year. 


Other considerations 

The Department may determine not to process the FAFSA of an appli- 
cant who has been requested to provide documentation until he does so or 
the Department decides there is no longer a need for it. 


A Pell applicant selected for verification must complete the process by 
the deadline published in the Federal Register. The notice for 2016-2017 
was on April 4, 2016, and the deadline is September 23, 2017, or 120 days 
after the last day of the student’s enrollment, whichever is earlier. Campus- 
Based and Stafford Loan applicants must complete verification by the same 
deadline or by an earlier one established by your aid office. 


Verification is complete when you have all the requested documentation 
and a valid ISIR or SAR (one on which all the information is accurate and 
complete). This includes any necessary corrections, which must be made by 
the deadlines published in the Federal Register for the submission of paper or 
electronic corrections. 


Late disbursements 

Generally a student ceases to be eligible for aid once he has finished 
the term and is no longer enrolled. However, he may submit verification 
documentation and receive a late disbursement after that time if the 
Department processed a SAR or ISIR with an official EFC while he was still 
enrolled. For information on post-withdrawal disbursements, see Volume 5. 
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Verification status codes Late disbursements 
When you disburse a Pell Grant, you must report the student’s verifica- 34 CFR 668.164(g) 

tion status through Common Origination and Disbursement (COD) even if 

he wasn’t selected for verification. 


V—You have verified the student. This includes students selected by the 
CPS and those your school chose to verify based on its own criteria. 


W—The student was selected for verification by the CPS or your school, 
and you chose to pay a first disbursement of Pell without documenta- 
tion. This code must be updated once verification is complete, or 
COD will reduce the Pell Grant to zero. 


S—The CPS selected the student for verification, but you did not verify 
him because he satisfied one of the exclusions described earlier in the 
chapter (except the post-enrollment exclusion, see below) or because 
your school participates in the Quality Assurance Program and the 
student's application did not meet your school’s verification criteria. 


Blank—Report a blank if you have not performed verification because 
neither the CPS nor your school selected the student or because the 
student was selected by the CPS after ceasing to be enrolled at your 
school and all (including late) disbursements were made. 


SUGGESTED VERIFICATION TEXT 

We are providing suggested text for the 2016-2017 verification items 
that were identified in the June 26, 2015, Federal Register notice and in Dear 
Colleague Letter GEN-15-11. This suggested text fulfills verification require- 
ments, but schools do not have to use it, except as noted below. Instead, they 
may develop and use their own (or someone else’s) text, forms, documents, 
statements, and certifications that are specific to the items required to be veri- 
fied for a particular student or group of students. However, schools must not 
affix the seal of the Department of Education to any verification documents. 


The one exception is that schools must use the exact language provided 
in the “Statement of Educational Purpose” for students who are placed in 
Verification Tracking Groups V4 or V5. This does not include the accom- 
panying notary’s certificate of acknowledgment; for that the school may use 
some other form, such as the one its state uses. 


For more information, including copies of the suggested text in Micro- 
soft Word, see the electronic announcement dated November 18, 2015, on 
the IFAP website. 
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Quality Assurance (QA) Program 
The QA Program in its current form 
will end with the 2016-2017 award 
year on June 30, 2017. 


Schools participating in the QA Pro- 
gram develop a quality improvement 
approach to their administration of the 
FSA programs. They design a verifica- 
tion program that fits their population, 
and they have flexibility regarding the 
following verification regulations: 


34 CFR 668.53(a)(1)-(4): QA schools 
are exempt from these paragraphs in 
the section on policies and procedures, 
though they must document the pro- 
cess they will use instead. 

668.54(a)(1), (2), and (4): QA schools 
are exempt from having to verify re- 
cords selected by the CPS. Instead, QA 
schools use the ISIR Analysis (IA) Tool to 
analyze applicant data and determine 
what the verification criteria will be. 
668.56: QA schools determine which 
ISIR items to verify. 

668.57: QA schools determine the ac- 
ceptable documentation for the ISIR 
items they choose for verification. 
668.60(a): QA schools establish the 
time frame in which students must sub- 
mit verification documents. 


QA schools are not exempt from resolv- 
ing conflicting information. 


To help with the design of verification 
criteria, QA schools must use the IA Tool 
to test the criteria’s effectiveness. The 
tool shows which application elements 
changed when verified and reveals the 
impact that those changes have on the 
EFC. This tool is available to all schools 
on the main menu of FAA Access to 
CPS Online. For more information, go to 
(http://ifap.ed.gov/qahome/Default. 
html). 


You can use the IA Tool Web demo at 
http://fafsademo.test.ed.gov; type 

in eddemo for the user name and 
fafsatest for the password. For the FAA 
login information for the IA Tool, use 
destination code TG99999 and your 
actual federal school code. 
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2016-2017 Suggested Verification Text 


Verification of 2015 Income Information for Student Tax Filers 


Important Note: The instructions below apply to the student and spouse, if the student is married. 
Notify the financial aid office if the student or spouse filed separate IRS income tax returns for 2015 
or had a change in marital status after December 31, 2015. 


Instructions: Complete this section if the student and spouse filed or will file a 2015 IRS income 
tax return(s). The best way to verify income is by using the IRS Data Retrieval Tool (IRS DRT) that 
is part of FAFSA on the Web at FAFSA.gov. In most cases, no further documentation is needed to 
verify 2015 income information that was transferred into the student’s FAFSA using the IRS DRT if 
that information was not changed by the FAFSA filer. 


Check the box that applies: 


The student has used the IRS DRT in FAFSA on the Web to transfer 2015 IRS income tax 
return information into the student’s FAFSA. 


The student has not yet used the IRS DRT in FAFSA on the Web, but will use the tool to 
transfer 2015 IRS income tax return information into the student’s FAFSA once the 2015 IRS 
income tax return has been filed. 


The student is unable or chooses not to use the IRS DRT in FAFSA on the Web, and instead 
will provide the school with a 2015 IRS Tax Return Transcript(s). 


A 2015 IRS Tax Return Transcript may be obtained through: 


¢ Online Request—Go to www.IRS.gov, under the Tools heading on the IRS homepage, 
click “Get a Tax Transcript by Mail.” Click “Get Transcript by MAIL.” Make sure to 
request the “IRS Tax Return Transcript” and NOT the “IRS Tax Account Transcript.” 

¢ Telephone Request—1-800-908-9946 

¢ Paper Request Form—IRS Form 4506T-EZ or IRS Form 4506-T 


In most cases, for electronic tax return filers, 2015 IRS income tax return information is 
available for the IRS DRT or the IRS Tax Return Transcript within 2-3 weeks after the 2015 
electronic IRS income tax return has been accepted by the IRS. Generally, for filers of 2015 
paper IRS income tax returns, the 2015 IRS income tax return information is available for the 
IRS DRT or the IRS Tax Return Transcript within 6-8 weeks after the 2015 paper IRS income 
tax return has been received by the IRS. Contact the financial aid office if more information is 
needed about using the IRS DRT or obtaining an IRS Tax Return Transcript. 


If the student and spouse filed separate 2015 IRS income tax returns, the IRS DRT cannot be 
used and the 2015 IRS Tax Return Transcript(s) must be provided for each. 


Check here if a 2015 IRS Tax Return Transcript(s) is provided. 
Check here if a 2015 IRS Tax Return Transcript(s) will be provided later. 
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Verification of 2015 Income Information for Parent Tax Filers 


Important Note: The instructions below apply to each parent included in the household. Notify the 
financial aid office if the parents filed separate IRS income tax returns for 2015 or had a change in 
marital status after December 31, 2015. 


Instructions: Complete this section if the parents filed or will file a 2015 IRS income tax return(s). 
The best way to verify income is by using the IRS Data Retrieval Tool (IRS DRT) that is part of 
FAFSA on the Web at FAFSA.gov. In most cases, no further documentation is needed to verify 
2015 income information that was transferred into the student’s FAFSA using the IRS DRT if that 
information was not changed by the FAFSA filer. 


Check the box that applies: 


__| The parents have used the IRS DRT in FAFSA on the Web to transfer 2015 IRS income tax 
return information into the student's FAFSA. 


The parents have not yet used the IRS DRT in FAFSA on the Web, but will use the tool to 
transfer 2015 IRS income tax return information into the student’s FAFSA once the 2015 IRS 
income tax return has been filed. 


__| The parents are unable or choose not to use the IRS DRT in FAFSA on the Web, and instead 
will provide the school with a 2015 IRS Tax Return Transcript(s). 


A 2015 IRS Tax Return Transcript may be obtained through: 


¢ Online Request—Go to www.IRS.gov, under the Tools heading on the IRS homepage, 
click “Get a Tax Transcript.” Click “Get Transcript by MAIL.” Make sure to request the 
“IRS Tax Return Transcript” and NOT the “IRS Tax Account Transcript.” 

¢ Telephone Request—1-800-908-9946 

¢ Paper Request Form—IRS Form 4506T-EZ or IRS Form 4506-T 


In most cases, for electronic tax return filers, 2015 IRS income tax return information is 
available for the IRS DRT or the IRS Tax Return Transcript within 2-3 weeks after the 2015 
electronic IRS income tax return has been accepted by the IRS. Generally, for filers of 2015 
paper IRS income tax returns, the 2015 IRS income tax return information is available for the 
IRS DRT or the IRS Tax Return Transcript within 6-8 weeks after the 2015 paper IRS income 
tax return has been received by the IRS. Contact the financial aid office if more information is 
needed about using the IRS DRT or obtaining an IRS Tax Return Transcript. 


If the parents filed separate 2015 IRS income tax returns, the IRS DRT cannot be used and 
the 2015 IRS Tax Return Transcript(s) must be provided for each. 


Check here if a 2015 IRS Tax Return Transcript(s) is provided. 
Check here if a 2015 IRS Tax Return Transcript(s) will be provided later. 
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Verification of 2015 Income Information for Individuals with Unusual Circumstances 


Individuals Granted a Filing Extension by the IRS 


An individual who is required to file a 2015 IRS income tax return and has been granted a filing 
extension by the IRS, must provide: 


A copy of IRS Form 4868, “Application for Automatic Extension of Time to File U.S. Individual 
Income Tax Return,” that was filed with the IRS for tax year 2015; 


A copy of the IRS's approval of an extension beyond the automatic six-month extension if the 
individual requested an additional extension of the filing time for tax year 2015; and 


A copy of IRS Form W-2 for each source of employment income received for tax year 2015 
and, if self-employed, a signed statement certifying the amount of the individual’s Adjusted 
Gross Income (AGI) and the U.S. income tax paid for tax year 2015. 


Individuals Who Filed an Amended IRS Income Tax Return 


An individual who filed an amended IRS income tax return for tax year 2015 must provide: 


A 2015 IRS Tax Return Transcript (that will only include information from the original tax 
return and does not have to be signed), or any other IRS tax transcript(s) that includes all of the 
income and tax information required to be verified; and 


A signed copy of the 2015 IRS Form 1040X, “Amended U.S. Individual Income Tax Return,” 
that was filed with the IRS. 


Individuals Who Were Victims of IRS Tax-Related Identity Theft 


An individual who was the victim of IRS tax-related identity theft must provide: 


A Tax Return DataBase View (TRDBV) transcript obtained from the IRS, or any other IRS tax 
transcript(s) that includes all of the income and tax information required to be verified; and 


A statement signed and dated by the tax filer indicating that he or she was a victim of IRS tax- 
related identity theft and that the IRS is aware of the tax-related identity theft. 


Individuals Who Filed Non-IRS Income Tax Returns 


An individual who filed or will file a 2015 income tax return with the relevant taxing authority of a 
U.S. territory, commonwealth, or with a foreign central government must provide: 


A transcript that was obtained at no cost from the relevant taxing authority of a U.S. territory 
(Guam, American Samoa, the U.S. Virgin Islands) or commonwealth (Puerto Rico and the 
Northern Mariana Islands), or a foreign central government, that includes all of the tax filer’s 
income and tax information required to be verified for tax year 2015; or 


If a transcript can not be obtained at no cost from the relevant taxing authority, a signed copy of 
the 2015 income tax return(s). 
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Verification of 2015 Income Information for Student Nontax Filers 


The instructions and certifications below apply to the student and spouse, if the student is married. 
Complete this section if the student and spouse will not file and are not required to file a 2015 
income tax return with the IRS. 


Check the box that applies: 


The student and spouse were not employed and had no income earned from work in 2015. 


The student and/or spouse were employed in 2015 and have listed below the names of all 
employers, the amount earned from each employer in 2015, and whether an IRS W-2 form is 
provided. [Provide copies of all 2015 IRS W-2 forms issued to the student and spouse by 
their employers]. List every employer even if the employer did not issue an IRS W-2 form. 


If more space is needed, provide a separate page with the student’s name and ID number at 


the top. 
Employer's Name IRS W-2 Annual Amount 
Provided? Earned in 2015 
(Example) ABC’s Auto Body Shop Yes $4,500.00 


Total Amount of Income Earned From Work | $ 


Note: We may require you to provide documentation from the IRS that indicates a 2015 IRS 
income tax return was not filed with the IRS. 
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Verification of 2015 Income Information for Parent Nontax Filers 


The instructions and certifications below apply to each parent included in the household. Complete 
this section if the parents will not file and are not required to file a 2015 income tax return with the 
IRS. 


Check the box that applies: 


__| Neither parent was employed, and neither had income earned from work in 2015. 


One or both parents were employed in 2015 and have listed below the names of all 
employers, the amount earned from each employer in 2015, and whether an IRS W-2 form is 
provided. [Provide copies of all 2015 IRS W-2 forms issued to the parents by their 
employers]. List every employer even if the employer did not issue an IRS W-2 form. 


If more space is needed, provide a separate page with the student’s name and ID number at 


the top. 
Employer's Name IRS W-2 Annual Amount 
Provided? Earned in 2015 
(Example) ABC’s Auto Body Shop Yes $4,500.00 


Total Amount of Income Earned From Work | $ 


Note: We may require you to provide documentation from the IRS that indicates a 2015 IRS 
income tax return was not filed with the IRS. 
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Verification of Other Untaxed Income for 2015 


If any item does not apply, enter “N/A” for Not Applicable where a response is requested, or enter 
0 (zero) in an area where an amount is requested. 


If the student was required to provide parental information on the FAFSA, answer each question 
below as it applies to the student and the student’s parent(s) whose information is on the FAFSA. 


If the student was not required to provide parental information on the FAFSA, answer each 
question below as it applies to the student (and the student's spouse, if married). 


2015 IRS W-2 forms: Provide copies of all 2015 IRS W-2 forms issued by the employers to the 
dependent student and the student’s parents or to the independent student and spouse, if the 
student is married. 


To determine the correct annual amount for each item: If you paid or received the same dollar 
amount every month in 2015, multiply that amount by the number of months in 2015 you paid or 
received that amount. If you did not pay or receive the same amount each month in 2015, add 
together the amounts you paid or received each month during 2015. 


If more space is needed, provide a separate page with the student’s name and ID number at the 
top. 


A. Payments to tax-deferred pension and retirement savings 
List any payments (direct or withheld from earnings) to tax-deferred pension and retirement 
savings plans (e.g., 401(k) or 403(b) plans), including, but not limited to, amounts reported on 
W-2 forms in Boxes 12a through 12d with codes D, E, F, G, H, and S. 


Annual 

Amount 
Paid in 
2015 


Name of Person Who Made the Payment 


Total Payments to Tax-deferred Pension and Retirement Savings $ 


APPENDIX A 
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B. Child support received 
List the actual amount of any child support received in 2015 for the children in your household. 


Do not include foster care payments, adoption payments, or any amount that was court- 
ordered but not actually paid. 


Name of Adult Who | Name of Child For Whom | Annual Amount of Child 


Received the Support | Support Was Received ee, in 


Total Amount of Child Support Received $ 


C. Housing, food, and other living allowances paid to members of the military, clergy, and 
others 


Include cash payments and/or the cash value of benefits received. 


Do not include the value of on-base military housing or the value of a basic military allowance 
for housing. 


Annual Amount of 
Name of Recipient Type of Benefit Received Benefits Received in 


2015 


Total Amount of Benefits Received | $ 


APPENDIX A 
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D. Veterans non-education benefits 


E. 


List the total amount of veterans non-education benefits received in 2015. Include Disability, 
Death Pension, Dependency and Indemnity Compensation (DIC), and/or VA Educational Work- 
Study allowances. 


Do not include federal veterans educational benefits such as: Post-9/11 GI Bill, Montgomery 
GI Bill, Dependents Education Assistance Program, VEAP Benefits 


Annual Amount of 
Benefits Received in 
2015 


Type of Veterans 


Name of Recipient Non-education Benefit 


Total Amount of Benefits Received | $ 


Other untaxed income 

List the amount of other untaxed income not reported and not excluded elsewhere on this form. 
Include untaxed income such as workers’ compensation, disability benefits, Black Lung 
Benefits, untaxed portions of health savings accounts from IRS Form 1040 Line 25, Railroad 
Retirement Benefits, etc. 


Do not include any items reported or excluded in A-D above. In addition, do not include 
extended foster care benefits, student aid, Earned Income Credit, Additional Child Tax Credit, 
Temporary Assistance to Needy Families (TANF), untaxed Social Security benefits, 
Supplemental Security Income (SSI), Workforce Innovation and Opportunity Act (WIOA) 
educational benefits, on-base military housing or a military housing allowance, combat pay, 
benefits from flexible spending arrangements (e.g., cafeteria plans), foreign income exclusion, 
or credit for federal tax on special fuels. 


Annual Amount of 
Other Untaxed Income 
Received in 2015 


Type of Other 


Name of Recipient Untaxedincome 


Total Amount of Other Untaxed Income | $ 
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Verification of Other Untaxed Income for 2015 


F. Money received or paid on the student’s behalf 
List any money received or paid on the student’s behalf (e.g., payment of student’s bills) and 
not reported elsewhere on this form. Enter the total amount of cash support the student 
received in 2015. Include support from a parent whose information was not reported on the 
student’s 2016-2017 FAFSA, but do not include support from a parent whose information was 
reported. For example, if someone is paying rent, utility bills, etc., for the student or gives cash, 
gift cards, etc., include the amount of that person's contributions unless the person is the 
student’s parent whose information is reported on the student’s 2016-2017 FAFSA. 
Amounts paid on the student’s behalf also include any distributions to the student from a 529 
plan owned by someone other than the student or the student’s parents, such as grandparents, 
aunts, and uncles of the student. 


Source Annual Amount Received 


Purpose: e.g., Cash, Rent, Books in 2015 


Total Amount Received | $ 
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Verification of Other Untaxed Income for 2015 


Additional information: 


Provide information about any other resources, benefits, and other amounts received by the 
student and any members of the student’s household. This may include items that were not 
required to be reported on the FAFSA or other forms submitted to the financial aid office, and 
includes such things as federal veterans’ education benefits, military housing, SNAP, TANF, 


etc. 


If more space is needed, provide a separate page with the student’s name and ID number at 


the top. 


Type of 


Name of Recipient Financial Support 


Annual Amount of 
Financial Support 
Received in 2015 


Total Amount of Financial Support Received 


Comments: 
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Number of Household Members and Number in College 
(Independent Student) 


Number of Household Members: List below the people in the student’s household. Include: 
= The student. 
« The student’s spouse, if the student is married. 


« The student’s or spouse’s children if the student or spouse will provide more than half of the 
children’s support from July 1, 2016, through June 30, 2017, even if a child does not live with the 
student. 


= Other people if they now live with the student and the student or spouse provides more than half 
of the other person’s support, and will continue to provide more than half of that person’s support 
through June 30, 2017. 


Number in College: Include in the space below information about any household member who is, 
or will be, enrolled at least half time in a degree, diploma, or certificate program at an eligible 
postsecondary educational institution any time between July 1, 2016, and June 30, 2017, include 
the name of the college. 


If more space is needed, provide a separate page with the student’s name and ID number at the 
top. 


Full Name Age | Relationship College Will Be Enrolled at 
Least Half Time 
(Yes or No) 
Self 


Note: We may require additional documentation if we have reason to believe that the information 
regarding the household members enrolled in eligible postsecondary educational institutions is 
inaccurate. 


APPENDIX A 
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Number of Household Members and Number in College 
(Dependent Student) 


Number of Household Members: List below the people in the parents’ household. Include: 


« The student. 
« The parents (including a stepparent) even if the student doesn’t live with the parents. 


«The parents’ other children if the parents will provide more than half of the children’s support 
from July 1, 2016, through June 30, 2017, or if the other children would be required to provide 
parental information if they were completing a FAFSA for 2016-2017. Include children who 
meet either of these standards, even if a child does not live with the parents. 


«Other people if they now live with the parents and the parents provide more than half of the 
other person’s support, and will continue to provide more than half of that person’s support 
through June 30, 2017. 


Number in College: Include in the space below information about any household member who is, 
or will be, enrolled at least half time in a degree, diploma, or certificate program at an eligible 
postsecondary educational institution any time between July 1, 2016, and June 30, 2017, include 
the name of the college. 


If more space is needed, provide a separate page with the student’s name and ID number at the 
top. 


Full Name Age | Relationship College Will Be Enrolled at 
Least Half Time 
(Yes or No) 
Self 


Note: We may require additional documentation if we have reason to believe that the information 
regarding the household members enrolled in eligible postsecondary educational institutions is 
inaccurate. 
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Receipt of SNAP Benefits 
(Independent Student) 


The student certifies that , amember of the 
student’s household, received benefits from the Supplemental Nutrition Assistance Program 
(SNAP) sometime during 2014 or 2015. SNAP may be known by another name in some states. For 
assistance in determining the name used in a state, please call 1-800-4FED-AID (1-800-433- 
3243). 


The student's household includes: 


« The student. 
«The student’s spouse, if the student is married. 


« The student’s or spouse’s children if the student or spouse will provide more than half of the 
child’s support from July 1, 2016, through June 30, 2017, even if a child does not live with the 
student. 


= Other people if they now live with the student and the student or spouse provides more than 
half of the other person’s support and will continue to provide more than half of that person’s 
support through June 30, 2017. 


Note: If we have reason to believe that the information regarding the receipt of SNAP benefits is 
inaccurate, we may require documentation from the agency that issued the SNAP benefits in 2014 
or 2015. 
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Receipt of SNAP Benefits 
(Dependent Student) 


The parents certify that , amember of the 
parents’ household, received benefits from the Supplemental Nutrition Assistance Program 

(SNAP) sometime during 2014 or 2015. SNAP may be known by another name in some states. For 
assistance in determining the name used in a state, please call 1-800-4FED-AID (1-800-433- 
3243). 


The parents’ household includes: 


« The student. 
« The parents (including a stepparent) even if the student doesn’t live with the parents. 


«The parents’ other children if the parents will provide more than half of the child’s support from 
July 1, 2016, through June 30, 2017, or if the other children would be required to provide 
parental information if they were completing a FAFSA for 2016-2017. Include children who 
meet either of these standards even if a child does not live with the parents. 


«Other people if they now live with the parents and the parents provide more than half of the 
other person’s support and will continue to provide more than half of that person’s support 
through June 30, 2017. 


Note: If we have reason to believe that the information regarding the receipt of SNAP benefits is 
inaccurate, we may require documentation from the agency that issued the SNAP benefits in 2014 
or 2015. 
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Child Support Paid 
(Independent Student) 


If the student and/or spouse, who is a member of the student’s household, paid child support in 
2015, provide in the space below the names of the persons who paid the child support, the names 
of the persons to whom the child support was paid, the names and ages of the children for whom 
the child support was paid, and the total annual amount of child support that was paid in 2015 for 
each child. 


If more space is needed, provide a separate page that includes the student's name and ID number 
at the top. 


Name of Person Who Name of Person to Name and Age of Child for Annual 
Paid Child Support Whom Child Support Whom Support Was Paid Amount of 
Was Paid Child Support 
Paid in 2015 


Total Amount of Child Support Paid $ 


Note: If we have reason to believe that the information regarding child support paid is inaccurate, 
we may require additional documentation, such as: 


" Asigned statement from the individual receiving the child support certifying the amount of child 
support received; or 


"Copies of the child support payment checks, money order receipts, or similar records of 
electronic payments having been made. 


APPENDIX A 


2016-2017 Suggested Verification Text 


Child Support Paid 
(Dependent Student) 


If one or both of the parents included in the household and/or the student paid child support in 
2015, provide in the space below the names of the persons who paid the child support, the names 
of the persons to whom the child support was paid, the names and ages of the children for whom 
the child support was paid, and the total annual amount of child support that was paid in 2015 for 


each child. 


If more space is needed, provide a separate page that includes the student’s name and ID number 


at the top. 


Name of Person Who 
Paid Child Support 


Name of Person to 
Whom Child Support 
Was Paid 


Name and Age of Child for 
Whom Support Was Paid 


Annual 
Amount of 


Child Support 


Paid in 2015 


Total Amount of Child Support Paid 


$ 


Note: If we have reason to believe that the information regarding child support paid is inaccurate, 


we may require additional documentation, such as: 


" Asigned statement from the individual receiving the child support certifying the amount of child 


support received; or 


"Copies of the child support payment checks, money order receipts, or similar records of 
electronic payments having been made. 
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High School Completion Status 


Provide one of the following documents to indicate the student’s high school completion status 
when the student begins college in 2016-2017: 


A copy of the student’s high school diploma. 


For students who completed secondary education in a foreign country, a copy of the 
“secondary school leaving certificate” or other similar document. 


A copy of the student's final official high school transcript that shows the date when the diploma 
was awarded. 


A state certificate or transcript received by a student after the student passed a State- 
authorized examination that the State recognizes as the equivalent of a high school diploma 
(GED test, HiSET, TASC, or other State-authorized examination). 


An academic transcript that indicates the student successfully completed at least a two-year 
program that is acceptable for full credit toward a bachelor’s degree. 


For a student who was homeschooled in a state where state law requires the student to obtain 
a secondary school completion credential for homeschooling (other than a high school diploma 
or its recognized equivalent), a copy of that credential. 


For a student who was homeschooled in a state where state law does not require the student 
to obtain a secondary school completion credential for homeschooling (other than a high school 
diploma or its recognized equivalent), a transcript, or the equivalent, signed by the student's 
parent or guardian, that lists the secondary school courses the student completed and includes 
a statement that the student successfully completed a secondary school education in a 
homeschool setting. 


A student who is unable to obtain the documentation listed above must contact the financial aid 
office. 


APPENDIX A 
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(Note: Institutions must use the exact language in the Statement of Educational 
Purpose as provided below) 


Identity and Statement of Educational Purpose 
(To Be Signed at the Institution) 


The student must appear in person at to 
(Name of Postsecondary Educational Institution) 


verify his or her identity by presenting an unexpired valid government-issued photo identification 
(ID), such as, but not limited to, a driver's license, other state-issued ID, or passport. The 
institution will maintain a copy of the student’s photo ID that is annotated by the institution with 
the date it was received and reviewed, and the name of the official at the institution authorized 
to receive and review the student’s ID. 


In addition, the student must sign, in the presence of the institutional official, the Statement of 
Educational Purpose provided below. 


Identity and Statement of Educational Purpose 
(To Be Signed in the Presence of a Notary) 


If the student is unable to appear in person at 
(Name of Postsecondary Educational Institution) 


to verify his or her identity, the student must provide to the institution: 


(a) A copy of the unexpired valid government-issued photo identification (ID) that is 
acknowledged in the notary statement below, or that is presented to a notary, such as, but 
not limited to, a driver’s license, other state-issued ID, or passport; and 


(b) The original Statement of Educational Purpose provided below, which must be notarized. If 
the notary statement appears on a separate page than the Statement of Educational 
Purpose, there must be a clear indication that the Statement of Educational Purpose was 
the document notarized. 


Statement of Educational Purpose 


| certify that | am the individual signing 
(Print Student’s Name) 


this Statement of Educational Purpose and that the federal student financial assistance 
| may receive will only be used for educational purposes and to pay the cost of attending 


for 2016-2017. 
(Name of Postsecondary Educational Institution) 


(Student’s Signature) (Date) 


(Student’s ID Number) 


APENDICE A 


Texto de verificacion requerida para 2016-2017 
(Nota: Las instituciones deben utilizar el lenguaje exacto en la Declaracion de 


Proposito Educativo que se presenta a continuacion) 


Verificacion de Identidad y Declaracién de Propoésito Educativo 
(Para ser firmadas en la instituci6n) 


El estudiante debe comparecer en persona en para 
(Nombre de la instituci6n educativa postsecundaria) 


verificar su identidad mediante la presentacidn de una identificaciédn con fotografia (ID) valida 
emitida por el gobierno que no haya expirado, como una licencia de conducir, otro tipo de 
identificaci6n emitida por el estado o pasaporte, entre otros. La instituci6n conservara una copia 
de la identificaci6n con fotografia del estudiante en la cual se anotara la fecha en la que se 
recibid y revisd6, y el nombre del funcionario de la instituci6n autorizado a recibir y revisar las 
identificaciones de los estudiantes. 


Ademas, el estudiante debe firmar, en presencia del funcionario de la institucion, la Declaracién 
de Propésito Educativo proporcionada a continuacion. 


Verificacion de Identidad y Declaracion de Proposito Educativo 
(Para ser firmadas en presencia de un notario) 


Si el estudiante no es capaz de comparecer en persona en 
(Nombre de la institucién educativa postsecundaria) 
para verificar su identidad, el mismo debe proporcionar a la institucion: 


(a) una copia de la de identificacién con fotografia (ID) valida emitida por el gobierno que no 
haya expirado, que se reconoce en la declaracion del notario que aparece a continuacion, 
O que se presenta ante un notario, como una licencia de conducir, otro tipo de identificacién 
emitida por el estado o pasaporte, entre otros; y 


(b) la Declaracién de Propdsito Educativo original proporcionada a continuaci6n debe ser 
notarizada. Si la declaracidén del notario aparece en una pagina separada de la Declaracidén 
de Proposito Educativo, se debe indicar de manera clara que la Declaracién de Propéosito 
Educativo era el documento notarizado. 


Declaracion de Proposito Educativo 


Certifico que yo, , soy el individuo que firma esta 
[Imprimir nombre del estudiante] 


Declaracién de Propésito Educativo, y que la ayuda financiera federal estudiantil 

que yo pueda recibir sdlo sera utilizada para fines educativos y para pagar el 

costo de asistir a para 2016-2017. 
[Imprimir nombre de institucidn educativa postsecundaria] 


[Firma del estudiante] [Fecha] 


[Numero de identificacién del estudiante] 


APPENDIX A 
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Sample of a Notary’s Certificate of Acknowledgement 
Notary’s certification may vary by State 


State of 
City/County of 
On , before me, 
(Date) (Notary’s name) 
personally appeared, , and proved to me 
(Printed name of signer) 
on the basis of satisfactory evidence of identification 
(Type of unexpired government-issued photo 
ID provided) 
to be the above-named person who signed the foregoing instrument. 


WITNESS my hand and official seal 
(seal) 
(Notary signature) 
My commission expires on 
(Date) 


APPENDIX A 
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Certification and Signature 


(Independent Student) 
Certification and Signature WARNING: If you purposely give false or 
misleading information, you may be 
Each person signing below certifies that all of the fined, sent to prison, or both. 


information reported is complete and correct. 


Print Student’s Name Student's ID Number 
Student's Signature (Required) Date 


Spouse’s Signature (Optional) Date 


APPENDIX A 
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Certifications and Signatures 
(Dependent Student) 


Certifications and Signatures WARNING: If you purposely give false or 
misleading information, you may be 


Each person signing below certifies that all of the TS Seu DH EOY Rubee 


information reported is complete and correct. 

The student and one parent whose information was 
reported on the FAFSA must sign and date. 

Print Student’s Name Student's ID Number 


Student's Signature Date 


Parent’s Signature Date 


Glossary/Acronyms CFR DCL 


Special Cases 


CHAPTER 5 


There are unusual situations where you will need to exercise your discre- 
tion as a financial aid administrator: when modifying the student’s data 
that calculate the EFC, performing dependency overrides, resolving con- 

flicting information, reporting cases of fraud, and determining a student 


to be an unaccompanied homeless youth. 


ile many questions you get as a financial aid administrator will have 

routine answers, some situations will require extra discretion on your 
part. To account for special circumstances of a student, you may choose to 
exercise professional judgment (PJ) to adjust her cost of attendance or the 
data that determine her expected family contribution (EFC). You might 
decide that unusual circumstances warrant making a dependent student in- 
dependent. If you receive conflicting information for a student, you will need 
to resolve that. In some cases you may discover that a student has been guilty 
of fraud and should be reported. And you may need to determine if a student 
should be classified as an unaccompanied homeless youth. 


PROFESSIONAL JUDGMENT 

An aid administrator may use PJ on a case-by-case basis only to adjust 
the student’s cost of attendance or the data used to calculate her EFC. This 
adjustment is valid only at the school making it. You submit a PJ change elec- 
tronically, via FAA Access to CPS Online or third-party software, and you 
may do it without a signature from the student or parent. In FAA Access or 
EDE, you must select “EFC adjustment requested” for the professional judg- 
ment field. The next ISIR will indicate “Professional judgment processed.” 


The reason for the adjustment must be documented (by a third party 
if possible), and it must relate to the special circumstances that differentiate 
him—not to conditions that exist for a whole class of students. You must re- 
solve any inconsistent or conflicting information shown on the output docu- 
ment before making any adjustments. An FAA’s decision regarding adjust- 
ments is final and cannot be appealed to the Department. 


The statute states that nothing within it shall be construed as limiting the 
authority of aid administrators to make data adjustments for some situations. 
However, the law gives some examples of special circumstances, such as 
elementary or secondary school tuition, medical or dental or nursing home 
expenses not covered by insurance, unusually high child care costs, being 
homeless or a dislocated worker, recent unemployment of a family member, 
or other changes in the family’s income or assets. Use of professional judg- 
ment is neither limited to nor required for the situations mentioned. 


FSA HB November 2016 


Adjustment example 

Kitty’s mother had income earned from 
work of $25,000 in 2015 but is no longer 
employed. After receiving documenta- 
tion confirming this, the FAA at Krieger 
College decides to adjust the AGI re- 
ported for Kitty’s parents to take into 
account their reduced income. The FAA 
also reduces the income earned from 
work for Kitty’s mother to zero. 


Online review of PJ practices 
(http://ifap.ed.gov/qadocs/ 
FSAVeriModule/activity2verif.doc) 


PJ and unemployment benefits 
In Dear Colleague Letters GEN-09-04 
and GEN-09-05, the Department issued 
special guidance concerning the use of 
professional judgment for persons who 
are receiving unemployment benefits 
during economic hardship. This contin- 
ues to be in effect; see GEN-11-04 for 
more information. 
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___—————_———_—__—————— SSS SSS 
Professional judgment 

HEA Sec. 479A(a) IN GENERAL—Nothing in 
this part shall be interpreted as limiting the 
authority of the financial aid administrator, 
on the basis of adequate documentation, to 
make adjustments on a case-by-case basis 
to the cost of attendance or the values of 
the data items required to calculate the 
expected student or parent contribution 
(or both) to allow for treatment of an indi- 
vidual eligible applicant with special circum- 
stances. However, this authority shall not 
be construed to permit aid administrators 
to deviate from the contributions expected 
in the absence of special circumstances. 
Special circumstances may include tuition 
expenses at an elementary or secondary 
school, medical, dental, or nursing home 
expenses not covered by insurance, unusu- 
ally high child care or dependent care costs, 
recent unemployment of a family member 
or an independent student, a student or 
family member who is a dislocated worker 
(as defined in section 101 of the Workforce 
Investment Act of 1998), the number of 
parents enrolled at least half time in a de- 
gree, certificate, or other program leading 
to a recognized educational credential at 
an institution with a program participation 
agreement under section 487, a change in 
housing status that results in an individual 
being homeless (as defined in section 103 
of the McKinney-Vento Homeless Assistance 
Act), or other changes in a family’s income, 
a family's assets or a student's status. Spe- 
cial circumstances shall be conditions that 
differentiate an individual student from a 
class of students rather than conditions that 
exist across a class of students. Adequate 
documentation for such adjustments shall 
substantiate such special circumstances of 
individual students. In addition, nothing in 
this title shall be interpreted as limiting the 
authority of the student financial aid ad- 
ministrator in such cases (1) to request and 
use supplementary information about the 
financial status or personal circumstances of 
eligible applicants in selecting recipients and 
determining the amount of awards under 
this title, or (2) to offer a dependent student 
financial assistance under section 428H or a 
Federal Direct Unsubsidized Stafford Loan 
without requiring the parents of such stu- 
dent to file the financial aid form prescribed 
under section 483 if the student financial 
aid administrator verifies that the parent or 
parents of such student have ended finan- 
cial support of such student and refuse to 
file such form. No student or parent shall be 
charged a fee for collecting, processing, or 
delivering such supplementary information. 


AVG-120 


Another situation where you might want to use professional judgment 
involves Roth IRAs. When someone converts a regular IRA into a Roth IRA 
by transferring funds, the amount converted has to be reported as taxable in- 
come on the tax return. So the income reported on the FAFSA will be higher 
than without the Roth conversion, even though the family doesn’t actually 
have additional income or assets available. You can use professional judg- 
ment to reduce the income and taxes paid to the amount that would have 
been reported if there was no Roth conversion if you think the adjustment is 
warranted for a student. As with the specific special circumstances listed in 
the law, you're not required to make an adjustment in this situation. 


The law doesn’t allow you to modify either the formula or the tables used 
in the EFC calculation; you can only change the cost of attendance or the 
values of specific data elements used in the EFC calculation. In addition, you 
can’t adjust data elements or the cost of attendance solely because you believe 
the tables and formula are not adequate or appropriate. The data elements 
that are adjusted must relate to the student’s special circumstances. For ex- 
ample, if a family member is ill, you might modify the AGI to allow for lower 
earnings in the coming year or might adjust assets to indicate that family sav- 
ings will be spent on medical expenses. 


You can’t use PJ to waive general student eligibility requirements or to 
circumvent the intent of the law or regulations. For instance, you cannot use 
PJ to change FSEOG selection criteria. Nor can you include post-enrollment 
activity expenses in the student’s COA. For example, professional licensing 
costs to be incurred after the enrollment period would not be includable 
(though one-time licensing costs incurred during the enrollment period may 
be—see Cost of Attendance in Volume 3). 


Occasionally aid administrators have made decisions contrary to the pro- 
fessional judgment provision’s intent. These “unreasonable” judgments have 
included, for example, the reduction of EFCs based on recurring costs such 
as vacation expenses, tithing expenses, and standard living expenses (related 
to utilities, credit card expenses, children’s allowances, and the like). Aid ad- 
ministrators must make “reasonable” decisions that support the intent of the 
provision. Your school is held accountable for all professional judgment deci- 
sions and for fully documenting each decision. 


An FAA should keep in mind that an income protection allowance (IPA) 
is included in the EFC calculation to account for modest living expenses. Be- 
fore adjusting for an unusual expense, consider whether it is already covered 
by the IPA. It is reasonable to assume that approximately 30% of the IPA is 
for food, 22% for housing, 9% for transportation expenses, 16% for clothing 
and personal care, 11% for medical care, and 12% for other family consump- 
tion. The income protection allowance is one of the intermediate values in 
the FAA Information section of the output document (labeled as “IPA”). See 
Chapter 3 for the IPA values. 


If you use professional judgment to adjust a data element, you must use 
the resulting EFC consistently for all FSA funds awarded to that student. For 
example, if for awarding the student’s Pell Grant you adjust a data element 
that affects the EFC, that new EFC must also be used to determine the stu- 
dent’s eligibility for aid from the Campus-Based and Stafford Loan programs. 
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Chapter 5—Special Cases 


If you make a PJ adjustment, you must set the FAA Adjustment flag 
in FAA Access or via the Electronic Data Exchange (EDE). 


Finally, if you use PJ for a student who was selected for verification (by 
you or the Department), you must complete verification before exercising 
professional judgment. However, using PJ does not require you to verify a 
student’s application if he was not selected for verification. 


Students without parent support 

Students whose parents refuse to support them are not eligible for a 
dependency override, but they may be able to receive unsubsidized Stafford 
loans only. For a student to be eligible for this provision (the text of which is 
in the “Professional judgment” margin note on page 120), you must get doc- 
umentation (1) that his parents refuse to complete his FAFSA and (2) that 
they do not and will not provide any financial support to him. Include the 
date support ended. If the parents refuse to sign and date a statement to this 
effect, you must get documentation from a third party (the student himself is 
not sufficient), such as a teacher, counselor, cleric, or court. 


As noted in the next section, this situation does not justify a dependency 
override. But as with overrides, resolving the situation is at your discretion. 
If you decide that a student falls into this category, you must document your 
decision and ensure that the student submits a FAFSA and passes all the eli- 
gibility matches. The result will be a rejected application with no EFC. You 
can then award the student unsubsidized Stafford loans up to the maximum 
the student would normally be eligible for depending on his grade level (but 
not the amount a student can get when his parent is unable to get a PLUS 
loan). See DCL GEN-08-12 for more information. 


DEPENDENCY OVERRIDES 

A financial aid administrator (FAA) may do dependency overrides on a 
case-by-case basis for students with unusual circumstances. If the FAA deter- 
mines that an override is appropriate, she must write out the determination 
and retain it and the supporting documentation. However, none of the con- 
ditions listed below, singly or in combination, qualify as unusual circum- 
stances meriting a dependency override: 


1. Parents refuse to contribute to the student’s education. 


2. Parents are unwilling to provide information on the FAFSA or for 
verification. 


3. Parents do not claim the student as a dependent for income tax pur- 
poses. 


4. Student demonstrates total self-sufficiency. 


Unusual circumstances do include (and may cause any of the above 
conditions) abandonment by parents, an abusive family environment that 
threatens the student’s health or safety, or the student being unable to locate 
his parents. In such cases a dependency override might be warranted. 


IPA percentage example 

In 2015 Alan had $3,550 in medical ex- 
penses that were out-of-pocket costs. 
He is married, has two children, and is 
the only member of his household in 
college, so his IPA is $38,760. Because 
his expenses are less than the amount 
for medical expenses already provided 
for in the IPA (11% of $38,760 is $4,264), 
the aid administrator at Sarven Tech- 
nical Institute does not adjust Alan's 
FAFSA information. 


Dependency overrides 

HEA Sec. 480(d)(1)(I) and (d)(2). Also see 
Dear Colleague Letters GEN-03-07 and 
GEN-11-15. 


Overrides and professional 
judgment 

The phrase “professional judgment” is 
loosely used for the discretion that FAAs 
apply to dependency overrides and to 
data adjustments in the application. The 
provisions for these two types of chang- 
es are in separate places in the HEA. The 
citation for dependency overrides is in 
Sec. 480(d)(7); the citation for data ad- 
justments is in Sec. 479A and is copied 
in toto in the margin on page 120. 


ees 
Refusing or reducing a loan 
Remember that the discretion of FAAs 
extends to refusing or reducing Direct 
Loan (DL) funds as long as the reason is 
documented and given in written form 
to the student and is not due to dis- 
crimination against the student on the 
basis of race, national origin, religion, 
sex, marital status, age, or disability. 
HEA Sec. 479A(c) 
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Unable to provide parent data 
FAFSA on the Web allows students to 
indicate that they believe they have 
special circumstances that prevent 
them from providing parent informa- 
tion. A student who indicates this is 
thoroughly informed about what war- 
rants a dependency override and what 
the results will be for his application. If 
he persists through those screens and 
does not include parent data, he will get 
a rejected ISIR that will have the special 
circumstances flag set. You will have 
to review the student's situation and 
determine if he: is an unaccompanied 
homeless individual, merits a depen- 
dency override, must instead provide 
parent data, or should be permitted 

to borrow only unsubsidized Stafford 
loans because he can document that 
his parents have refused to support him 
and to provide their information on his 
FAFSA. In the last case he does not re- 
ceive a dependency override. 


Dependency override example 
Said is a refugee from Iraq who quali- 
fies for federal student aid as an eligible 
noncitizen. But his FAFSA was rejected 
because he is a dependent student and 
did not provide data for his parents. 
When the aid administrator asks him for 
his parents’ information, he says they 
are in Iraq and have been displaced due 
to the upheaval there, and he doesn’t 
know how to contact them. The FAA 
asks him for documentation of this, and 
Said says that he has an uncle living in 
the U.S. who can attest to his situation. 
The FAA asks for Said’s uncle to either 
appear in person and sign a statement 
confirming Said’s account or to send 
the aid office a notarized statement. 
Said’s uncle, who works not far from the 
school, comes to the aid office, signs 
the statement, and the FAA grants Said 
a dependency override. 


The presence of these conditions would not disqualify a student from be- 
ing an unaccompanied youth who is homeless or self-supporting and at risk 
of being homeless. 


An aid administrator may override only from dependent to inde- 
pendent (though as suggested earlier, if an independent student receives 
substantial support from others, a school may use PJ to adjust the COA or 
FAFSA data items such as untaxed income). 


Documentation is critical to the dependency override process. The docu- 
mentation must support, and include the reason for, the decision and should 
in almost all cases originate from a third party with knowledge of the unusual 
circumstances of the student. 


An FAA may, without gathering documentation, use an override that 
another school granted in the same award year. However, overrides do 
not carry over from one year to the next; the FAA must reaffirm each year 
that the unusual circumstances persist and an override is still justified. 


A third party that knows the student’s situation—such as a teacher, 
counselor, medical authority, member of the clergy, prison administrator, 
government agency, or court—should establish the unusual circumstances. 
Evidence can be a signed letter or an official document, such as a court order. 
If third party documentation is truly not available, the school may—though it 
is not required to—accept a signed and dated statement from the student or a 
family member detailing the unusual circumstances. Such a statement should 
be a last resort. 


To override the student’s dependent status on an initial application 
through FAA Access, the FAA should use the Dependency Override code of 
“1” (see the EDE Technical Reference for more information). 


To authorize a dependency override on a paper FAFSA, the FAA marks 
the bubble for an override, labeled “D/O,” in the “College Use Only” area, 
fills in the school’s federal code, and signs. A separate letter attached to the 
application in lieu of making the override is not acceptable. 


Overrides on the paper FAFSA 


COLLEGE USE ONLY FEDERAL SCHOOL CODE 
Hormieless, 
Determination 

FAA Signature 


fC 


If the student has already applied, you can use FAA Access to authorize 
or cancel an override; overrides cannot be done on the SAR. If she had an 
override done at another school in the current year, that will be noted with 


i! KSA HB November 2016 


AVG-122 


Glossary/Acronyms CFR DCL 


Chapter 5—Special Cases 


the school’s federal code on FAA Access. Only the school performing the 
override will receive that transaction. If the student adds your school to the 
transaction or if she gives you her data release number (DRN), you can ac- 
cess the record. 


CONFLICTING INFORMATION 

In addition to reviewing application and data match information from 
the CPS, a school must have an adequate internal system to identify con- 
flicting information—regardless of the source and regardless of whether the 
student is selected for verification—that would affect a student’s eligibility, 
such as information from the admissions office as to whether the student has 
a high school diploma or information from other offices regarding academic 
progress and enrollment status. The school must resolve all such conflicting 
information, except when the student dies during the award year. 


If your school has conflicting information concerning a student’s eligibil- 
ity or you have any reason to believe a student’s application information is 
incorrect, you must resolve the discrepancies before disbursing FSA funds. If 
you discover discrepancies after disbursing FSA funds, you must still recon- 
cile the conflicting information and take appropriate action under the specific 
program requirements. 


Subsequent ISIRs 

You are generally required to review all subsequent transactions for a 
student for the entire processing year even if you verified an earlier transac- 
tion. First determine if the EFC or the “C” flag has changed or if there are 
new comments or NSLDS information that impacts eligibility for aid. Also, 
check any updates or corrections or whether the verification tracking group 
has changed. If the EFC has not changed and there are no changes in the “C” 
flag, tracking group, or NSLDS information, no action is generally required. 
If the EFC does change but it either doesn’t affect the amount and type of aid 
received or the data elements that changed were already verified, no action 
is required. But if the EFC changes and the pertinent data elements were not 
verified, then you must investigate. Of course, any time the “C” flag changes 
or NSLDS data have been modified, you must resolve any conflicts. 


Discrepant tax data 

We have already stated that financial aid administrators do not need to 
be tax experts, yet there are some issues that even a layperson with basic tax 
law information can evaluate. Because conflicting data often involve such 
information, FAAs must have a fundamental understanding of relevant tax 
issues that can considerably affect the need analysis. You are obligated to 
know: (1) whether a person was required to file a tax return, (2) what the cor- 
rect filing status for a person should be, and (3) that an individual cannot be 
claimed as an exemption by more than one person. 


Publication 17 of the IRS, Your Federal Income Tax, is a useful resource 
that you can view on the Web at www.irs.gov. It addresses pertinent tax is- 
sues on these pages: the filing requirements—i.e., who is required to file a re- 
turn—are on pages 4-6; the instructions on which form a person should file 
are on pages 6-8; and the filing status requirements are on pages 20-25. 


Requirement to identify and 
resolve discrepant information 
34 CFR 668.16(f) 


Requirement to verify 
questionable data 

34 CFR 668.54(a)(2) 

“If an institution has reason to believe 
that an applicant’s FAFSA information is 
inaccurate, it must verify the accuracy of 
that information.” 


Online review of conflicting 
information policies 
(http://ifap.ed.gov/qadocs/ 
FSAVeriModule/activity1 verif.doc) 


IRS Publication 17 

The IRS's Publication 17 is a large docu- 
ment, but so that you won't be daunted 
by its size, we have included the page 
numbers you might need to refer to. 
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OIG referrals 
34 CFR 668.16(g) 


Marital and tax filing status 

The ISIR/SAR comments with codes 
361-368 indicate a possible error when 
the filing status and marital status do 
not match. This is not considered to 

be conflicting information subject to 
the resolution requirements of 34 CFR 
668.16(f), but we do encourage schools 
to review the application for mistakes 
when these comments appear. See the 
electronic announcement from 5/15/14. 


For example, an FAA who notices that a dependent student’s married 
parents have each filed as “head of household” (which offers a greater tax 
deduction than filing as single or married) must question whether that is the 
correct filing status. Publication 17 explains on pages 23-25 the criteria a per- 
son must meet to file as head of household. Resolution of the conflict may be 
a reasonable explanation of why there appears to be a conflict but is none, or 
the parents may refile and submit a copy of the amended return. 


Resolution of conflicting information 

You may not disburse aid until you have resolved conflicting informa- 
tion, which you must do for any student as long as he is at your school. Even 
if the conflict concerns a previous award year, you must still investigate it. 
You have resolved the matter when you have determined which data are cor- 
rect; this might simply be confirming that an earlier determination was the 
right one. Of course, you must document your findings and explain why, not 
simply assert that, your decision is justified. 


REFERRAL OF FRAUD CASES 

If you suspect that a student, employee, or other individual has misre- 
ported information or altered documentation to fraudulently obtain federal 
funds, you should report your suspicions and provide any evidence to the Of- 
fice of Inspector General. See also Volume 2. 


OIG Address and Phone Numbers 
Regional Offices | Telephone No. | National Hotline 


Boston, MA 
New York, NY 
Philadelphia, PA 
Pittsburgh, PA 
Atlanta, GA 
Pembroke Pines, FL 
Chicago, IL 
Dallas, TX 
Denver, CO 
Kansas City, MO 
Long Beach, CA 
Phoenix, AZ 

San Juan, PR 
Washington, DC 


617-289-0174 
646-428-3861 
215-656-6900 
412-931-9292 
404-974-9430 
954-450-7346 
312-730-1630 
214-661-9530 
303-844-0058 
816-268-0530 
562-980-4141 
562-980-4141 
787-773-2740 
202-245-6911 


Inspector General's Hotline 
Office of Inspector General 
U.S. Department of Education 
400 Maryland Avenue, SW 
Washington, DC 20202-1500 


1-800-MIS-USED 

(1-800-647-8733) 

Hours: M, W 9:00-11:00 a.m. 
T, Th 1:00-3:00 p.m. 


To submit a complaint online at 
any time, go to (http://www2. 
ed.gov/about/offices/list/oig/ 
hotline.html) and click on the 
appropriate link. 
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UNACCOMPANIED HOMELESS YOUTH 

If a student does not have and cannot get documentation from any of 
the authorities given on page 28, you (the financial aid administrator) must 
determine if she is an unaccompanied youth who is homeless or is self- 
supporting and at risk of being homeless. It is important to make homeless 
youth determinations on a case-by-case basis. 


As defined in the margin note, a student is considered homeless if he 
lacks fixed, regular, and adequate housing. This is broader than just living 
“on the street.” It includes temporarily living with other people because he 
had nowhere else to go; living in substandard housing (if it doesn’t meet lo- 
cal building codes or the utilities are turned off, it is generally not adequate); 
living in emergency or transitional shelters, for example, trailers provided 
by the Federal Emergency Management Agency (FEMA) after disasters; or 
living in motels, camping grounds, cars, parks, abandoned buildings, bus or 
train stations, or any public or private place not designed for humans to live 
in. It also includes living in the school dormitory if the student would other- 
wise be homeless. A student living in any of these situations and fleeing an 
abusive parent may be considered homeless even if the parent would provide 
support and a place to live. 


The documentation for an FAA’s evaluation of the living arrangements 
of a student must demonstrate that she meets the definition of this category 
of independent student. The determination may be based on a documented 
interview with the student if there is no written documentation available. 


When you are making a determination of homelessness: 


¢ Ask for help with determining eligibility from local school district 
homeless liaisons, state homeless education coordinators, or the 
National Center for Homeless Education (http://center.serve.org/ 
nche). 


e School district homeless liaisons and shelter providers can help you 
develop and implement procedures for verification. 


e Relevant information can come from recognized third-parties such 
as private or publicly funded homeless shelters and service provid- 
ers, financial aid administrators from another college, college access 
programs such as TRIO and GEAR UP, college or high school coun- 
selors, other mental health professionals, social workers, mentors, 
doctors, and clergy. 


e Use discretion when gathering information, and respect the student’s 
privacy. Some information, such as that protected by doctor-patient 
privilege, is confidential. Also, documents such as police or Child 
Protective Services reports are not necessary. Do not focus on why 
the student is homeless or unaccompanied but on whether the evi- 
dence shows that he is an unaccompanied homeless youth as defined 
in section 725 of the McKinney-Vento Homeless Assistance Act (42 
U.S.C. 11434a); see the margin note. 


e Determine eligibility based on the legal definitions provided. 


e Unaccompanied homeless youth may use the address of your school 
as their own on the FAFSA. 


Homeless youth definitions 

At risk of being homeless—when 

a student’s housing may cease to be 
fixed, regular, and adequate, for exam- 
ple, a student who is being evicted and 
has been unable to find fixed, regular, 
and adequate housing. 
Homeless—lacking fixed, regular, and 
adequate housing. 
Self-supporting—when a student pays 
for his own living expenses, including 
fixed, regular, and adequate housing. 
Unaccompanied—when a student is 
not living in the physical custody of a 
parent or guardian. 

Youth—a student who is 21 years 

old or younger or still enrolled in high 
school as of the date he signs the ap- 
plication. 


Housing 

Fixed—stationary, permanent, and not 
subject to change. 

Regular—used on a predictable, rou- 
tine, or consistent basis. 
Adequate—sufficient for meeting both 
the physical and psychological needs 
typically met in the home. 


Homeless youth determinations 
DCL GEN-15-16 
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Confirmation not required 

You are not required to confirm the an- 
swers to the homeless youth questions 
unless you have conflicting informa- 
tion. A documented phone call with, 

or a written statement from, one of the 
relevant authorities is sufficient verifica- 
tion when needed. 


It is not conflicting information if you 
disagree with an authority's determina- 
tion that a student is homeless. If you 
believe the authority is incorrect or 
abusing the process, accept his determi- 
nation but contact the following over- 
sight party, as relevant, to evaluate the 
authority's determinations: 

School district homeless liason: 
contact the coordinator of education for 
homeless children and youth programs 
of the state’s educational agency. A list 
of state coordinators can be found at 
(http://center.serve.org/nche/states/ 
state_resources.php). 

+ — Director of an emergency shelter 
or transitional housing program: you 
should contact the local Continuum 

of Care (CoC) administering the HUD 
homeless assistance program. Go to 
https://www.hudexchange.info/coc/ 
and click on “Contact a CoC” on the 
right side of the page. 

+ — Director of a runaway or homeless 
youth basic center or transitional living 
program: contact the National Clear- 
inghouse on Families and Youth by 
phone at 301-608-8098 or by e-mail at 
ncfy@acf.hhs.gov. 


For students you determine to be unaccompanied homeless youths or 
unaccompanied, self-supporting youths at risk of being homeless, select the 
homeless youth determination option (#4) in the dependency override field 
in FAA Access to CPS Online or EDE. On the paper FAFSA, fill in the rel- 
evant bubble in the “College Use Only” box (see the graphic on page 122), 
include your school code, and sign. For students who have already filed their 
FAFSA, submit a FAFSA correction using the Homeless Youth Determina- 
tion flag on the “dependency determination” page (Special Circumstances 
flag on the ISIR). To cancel a homeless youth determination, you use the 
same method as when canceling a dependency override: change the depen- 
dency override value to “2—FAA override canceled” in FAA Access or EDE. 


You may rely on a determination by another school that a student was 
in this category on or after July 1, 2015. Also, a new determination must be 
made each year for an applicant who is homeless or at risk of being homeless. 


Students who don’t meet the definition of youth because they are older 
than 21 (and not yet 24) and who are unaccompanied and homeless or self- 
supporting and at risk of being homeless qualify for a homeless youth deter- 
mination. 
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This volume of the Federal Student Aid (FSA) Handbook discusses the eligibility 
requirements for students and parent borrowers and your responsibilities to en- 


sure that recipients qualify for their aid awards. 


SOURCES OF INFORMATION 

here are many factors you must consider when reviewing an application 

for aid from the FSA programs, such as whether the student is a U.S. citi- 
zen or permanent resident, whether the applicant is making satisfactory aca- 
demic progress, and whether he or she has a defaulted FSA loan. To answer 
these questions you receive information about the student from different 
sources, including the Department of Education’s Central Processing System 
(CPS) for financial aid applications and the National Student Loan Data Sys- 
tem (NSLDS). 


Throughout the year, the Department of Education (The Department) 
provides updates to schools in the form of dear colleague letters (DCLs). 
These and other releases, such as Federal Register notices and announcements 
containing system updates and technical guidance, are available on the Infor- 
mation for Financial Aid Professionals (IFAP) website (www.ifap.ed.gov). 


The FSA Handbook doesn’t cover the operation of software. For schools 
using software from the Department, there are technical references on the 
FSA Download website (see the margin) that explain how the software oper- 
ates. Schools using third-party software should consult the vendor’s refer- 
ence materials for technical guidance. 


RECENT CHANGES HIGHLIGHTS 


Here are some of the significant changes to Volume 1: 


Chapter 1: 


e Expanded discussion of academic qualifications and reporting, in- 
cluding penalties for students incorrectly stating diploma status. 


¢ Foreign diploma guidance expanded, including when self-certifica- 
tion may be accepted from certain types of students; new sidebar 
added with Q&A html link. 


¢ Recognized equivalents of a high school diploma section updated. 
New sidebar DCL and Q&A links added. 
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Program and systems 
information online 


www.fsadownload.ed.gov 
Software: 
+ Direct Loan Tools 
+ EDconnect 
« EDExpress for Windows 
« SSCR for Windows 


Technical References and User 
Guides for: 

«CPS (ISIR, Summary of Changes, etc.) 
-COD 

+ Electronic Data Exchange 

« EDExpress Packaging 


www.ifap.ed.gov 

+ Federal Registers 

+ Electronic Announcements 

+ Dear Partner/Colleague Letters 

» FSA Assessment modules: 
Student Eligibility— 
www.ifap.ed.gov/qahome/ 
qaassessments/studentelig.htm! 


Satisfactory Academic Progress— 
www.ifap.ed.gov/qahome/ 
qaassessments/sap.html 
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Questions about FSA policies 
E-Announcement Nov. 15, 2013 

For questions about Federal Student 
Aid policies and programs, call the new 
“Reach FSA,” phone line at 1-855-FSA- 
4-FAA (1-855-372-4322). Reach FSA will 
help you determine the appropriate 
call center for your question, and then 
transfer you to that call center. 


FSA Coach 

ANN-13-21 

FSA Coach, a self-paced, comprehensive 
online guide to the Title IV programs, 
has been updated for domestic schools. 
For more information, see: 

http://www. ifap.ed.gov/ifap/fsacoach.jsp 
COACH for foreign schools will be up- 
dated in the future; monitor IFAP for 
forthcoming training announcements. 


Questions or comments? 

If you have any comments regarding 
the FSA Handbook, please contact 
Research and Publications via email at 
fsaschoolspubs@ed.gov. 


¢ Completely revised and updated section on ATB & Career Pathway 
Programs per the Consolidated Appropriations Act of 2016 and 
DCL GEN- 16-09, including new sidebars on CPPs, ATB tests, and 
the Consolidated Appropriations Act’s major provisions. 

e Newchart on approved ATB tests added. 

e New Q&A html link in SAP sidebar. 

¢ Clarified guidance in eligibility and enrollment status for retaking 
coursework sidebar. 


Chapter 2: 


e Guidance on citizenship documentation clarified and expanded; 
passport types explained vis-a-vis Title IV (TIV) aid. 


¢ Passport and passport cards sidebar added, w/regulatory citation 
and link showing how to acquire a passport card. 


¢ Suspect documents sidebar added, with guidance on what to do if 
you suspect fraud. 


e New sidebar on photocopying immigration documents added, in- 
cluding DCL citation. 


e New sample immigration documents added to end of chapter: Re- 
entry permit and CBP I-94 website printout. 
Chapter 3 


e Updated and expanded guidance on Unusual Enrollment History 
(UEH). 


e New UEH change for undergrad to graduate student progression 
sidebar w/E-Announcement citation. 


e Guidance added on documenting credits earned when a school has 
closed. 


¢ Resolving UEH flags in a subsequent award year sidebar added. 


Chapter 6 
¢ Updated 150% limit on subsidized loans sidebar. 


e Updated Perkins loan eligibility body text guidance and sidebar cita- 
tion. 
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School-Determined 
Requirements 


CHAPTER 1 


In this chapter, we discuss student eligibility requirements that don’t require information from 


the Department’s systems. The school determines on its own whether the student meets these 
eligibility requirements. In some cases, the financial aid office will need to get information from 
other school offices, such as the admissions office or the registrar, or from other organizations, 


such as high schools or testing agencies. 


REGULAR STUDENT IN AN ELIGIBLE PROGRAM 
person must be enrolled as a regular student in an eligible program to 
receive FSA funds (exceptions are discussed later in this chapter). A 
regular student is someone who is enrolled or accepted for enrollment in an 
eligible institution for the purpose of obtaining a degree or certificate offered 
by the school. The requirement for an eligible program is discussed in 
Volume 2, Chapter 2. 


A school must document a student’s enrollment in an eligible program 
at the time of admission, and it must have a system to notify the financial aid 
office if the student leaves the program. It must also document that an aid 
recipient is a regular student. 


VY Conditional acceptance. Some schools admit students provisionally, 
for example, until they provide further documentation, such as academic 
transcripts or test scores, or demonstrate an ability to succeed in the program 
by receiving acceptable grades in program coursework. Typically, the 
school will limit these students’ enrollment in terms of number of courses or 
enrollment status until they meet the necessary conditions. 


Students admitted as conditional are regular students only if the school 
officially accepts them into the eligible degree or certificate program. The 
Department does not define official acceptance or admission. If the student 
is merely allowed to take some courses before being officially admitted to the 
program, she is not considered a regular student and is not eligible for FSA 
funds until she is officially admitted. 


Schools may offer a trial or conditional period during which a student at- 
tends a program without incurring program charges or receiving FSA funds. 
If the student continues beyond the trial period and enrolls as a regular stu- 
dent, the school can pay him FSA grants for the entire payment period and 
loans for the period of enrollment. 


V Continuing education. Regular students may receive aid for classes 
they take in a school’s continuing education department as long as the classes 
apply to their degree or certificate program. 


Student eligibility 

34 CFR 668.32 

See Volume 2, Chapter 2 for eligible 
program requirements. 


Regular student example 

HEA Sec. 484(a)(1), (b)(3), (4); 

34 CFR 668.32(a)(1) 

34 CFR 668.24(c)(iii) 

Lem Community College (LCC) allows 
anyone with a high school diploma or 
the equivalent to enroll in any course. 
Many of LCC’s students do not intend 
to receive a degree or certificate; they 
are not regular students. LCC requires 
those who want to receive a degree or 
certificate to complete a form stating 
which degree or certificate they are 
studying for and to meet periodically 
with an academic advisor. LCC 
considers them to be regular students. 


Trial periods of enrollment 

DCL GEN-11-12 

You may offer trial periods of 
enrollment to allow a student to “try 
out” a program, without incurring 
charges or receiving Title IV aid, before 
deciding to continue the program as a 
regular student and applying for Title 
IV aid. 
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Conditional acceptance 
examples 

1. Jantz University allows students to 
take graduate courses before they have 
taken the GRE, but it limits them to no 
more than three courses and does not 
admit them into its graduate programs 
until they have submitted acceptable 
GRE scores. They aren't regular 
students, and since the school hasn’t 
admitted them, they aren't eligible for 
FSA funds. 


2. When Park University accepts 
students into its graduate programs, it 
requires that the students receive no 
grade lower than a “B” in the first three 
courses. During this time, the school 
considers students to be admitted 
into the program, so they are eligible 
for FSA. If, however, students receive 
a grade lower than a B in any of the 
first three classes, their admittance will 
be withdrawn and they then will be 
ineligible for further FSA funds. 


———e———————— ar 
Continuing education examples 

1. Haverford University has a continuing 
education department that offers many 
online (telecommunications) courses 
that students in other departments of 
the school may take and that apply to 
the degree or certificate program in 
which the students are enrolled. These 
are regular students who are eligible for 
FSA funds. 


2. Jantz University has a continuing 
education department that offers many 
courses. Some students enroll in these 
courses without being admitted to 

the university. They are not regular 
students and are not eligible for FSA 
funds. 


Remedial coursework 
34 CFR 668.20 


Remedial coursework 

Remedial coursework prepares a student for study at the postsecondary 
level (as opposed to preparatory coursework, which prepares a student 
for a given program). A student enrolled solely in a remedial program is 
not considered to be in an eligible program. If acceptance into an eligible 
program is contingent on completing remedial work, a student cannot be 
considered enrolled in that program until she completes the remedial work. 


However, if the student is admitted into an eligible program and takes 
remedial coursework within that program, he can be considered a regular 
student, even if he is taking all remedial courses before taking any regular 
courses. You may count up to one academic year’s worth of these courses 
in his enrollment status for federal aid. For the purpose of this limit, that is 
30 semester or trimester hours, 45 quarter hours, or 900 clock hours. If the 
remedial classes are non-credit or reduced-credit, you must determine how 
many credit hours they are worth to count toward the student’s enrollment 
status (see “Enrollment status” section in this chapter). 


A remedial course cannot be below the educational level needed for a 
student to successfully pursue her program after one year in that course. 
Also, remedial courses must be at least at the high school level, as determined 
by the state legal authority, your school’s accrediting agency, or the state 
agency recognized for approving public postsecondary vocational education. 
If that agency determines that a remedial class is at the elementary level, the 
school must abide by that determination, and the class cannot be included 
for FSA purposes. Nor can FSA funds be used for a remedial course that uses 
direct assessment of student learning instead of credit or clock hours. 


You can’t use non-credit remedial hours to determine a student’s 
enrollment status if the course is part of a program that leads to a high school 
diploma or its recognized equivalent. A student is never permitted to receive 
funds for training or for coursework prior to the completion of high school, 
even if the high school equivalency training is offered at postsecondary 
schools or is required for the postsecondary program. 


Similar to other remedial coursework, a student may receive FSA funds 
for English as a second language (ESL) courses that are part of a larger eli- 
gible program. There are differences though: ESL courses don’t count against 
the one-year limitation on remedial coursework, and they need not be at the 
secondary school level. 


If your school permits a student to enroll in ESL or other remedial cours- 
es that don’t apply to his degree or certificate, be aware that awarding FSA 
loans or Pell Grants over a series of semesters for such work can exhaust his 
eligibility for Pell Grants and/or FSA loans before he completes his program. 
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Preparatory coursework 

A student not enrolled in a degree or certificate program is eligible for 
Direct Subsidized/Unsubsidized Loans (and a parent may receive Direct 
PLUS Loans on behalf of a dependent student) for up to one year if she is 
taking coursework necessary for enrollment in an eligible program. See the 
discussion under Direct Loans in Chapter 6 of this volume. 


Teacher certification coursework 

A student may receive Federal Work-Study (FWS), as well as Direct 
Subsidized/Unsubsidized Loans, and Perkins Loans (and a parent may 
receive Direct PLUS Loans on behalf of a dependent student) if he or she is 
enrolled at least half time in required teacher certification coursework, even if 
it does not lead to a degree or certificate awarded by the school. 


To qualify, the coursework must be required for elementary or secondary 
teacher certification or recertification in the state where the student plans 
to teach and must be offered in credit or clock hours. Courses using direct 
assessment in lieu of credit or clock hours are not eligible. An otherwise 
eligible student may also receive a TEACH Grant. Optional courses that 
the student elects to take for professional recognition or advancement, and 
courses recommended by your school but not required for certification, do 
not qualify. You should document that the courses are required by the state 
for teacher certification. 


A student with a bachelor’s degree who is enrolled in a postbaccalaureate 
teacher certification program can receive a Pell Grant in limited situations. 
See Chapter 6 of this volume. 


Students with intellectual disabilities 

Students with an intellectual disability (see margin note) can receive 
funds from the Pell Grant, FSEOG, and FWS programs. They must be en- 
rolled or accepted for enrollment in a comprehensive transition and postsec- 
ondary program (as defined in 34 CFR 668.231) for students with intellectual 
disabilities and must maintain satisfactory academic progress as determined 
by the school for this program. These students: 


¢ Do not have to be enrolled for the purpose of obtaining a degree or 
certificate, and 

« Are not required to have a high school diploma or its recognized 
equivalent. 


Except for the statutes governing need analysis, the Secretary has the 
authority to waive any Pell Grant, FSEOG, FWS, or institutional eligibility 
provisions necessary to ensure that programs enrolling students with intellec- 
tual disabilities are eligible for these three types of federal student aid and that 
eligible students receive those funds. 


Teacher certification coursework 
34 CFR 668.32(a)(1)(iii) 


Students with intellectual 
disabilities 

HEA Sec. 484(s) 

34 CFR 668.230-233 

20 U.S.C. 1091, 1140 

Students who: 

1) have mental retardation or a 
cognitive impairment characterized 

by significant limitations in intellectual 
and cognitive functioning and adaptive 
behavior as expressed in conceptual, 
social, and practical adaptive skills; and 
(2) are currently or were formerly 
eligible for special education and 
related services under the Individuals 
with Disabilities Education Act (IDEA) 
(20 U.S.C. 1401), including students who 
were determined eligible for special 
education or related services under 
the IDEA but were homeschooled or 
attended private school. 

See 668.233(c) for documentation 
requirements. 
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Elementary/secondary 
enrollment 

HEA Sec. 484(a)(1) 

34 CFR 668.32(b) 


ee ee ee ee eee 
Secondary school enrollment 
examples 

Lida is a junior in high school and 
enrolls in an electronics technician 
program at Lem Community College. 
(She is above the age of compulsory 
school attendance for her state and 
therefore can be admitted as a regular 
student at LCC.) The coursework is 
offered evenings and weekends, so she 
can still attend her high school classes. 
The electronics technician program is 
an eligible postsecondary program, 
and Lida will receive a certificate from 
Lem when she completes the program. 
However, she is not eligible for aid 
because she is still enrolled in high 
school. 


Owen, a regular student at Jantz 
University, decides to take a driver's 
education course at the local high 
school during the summer. This does 
not mean he is enrolled in secondary 
school. 


Academic qualifications 
HEA Sec. 484(d) 

34 CFR 668.32(e) 

COD Technical Reference 


When astudentincorrectly (i) 
states diploma status 

When a student incorrectly states their 
diploma status, for example, stating 
one year that they had a high school 
diploma, and in a subsequent year 
either notifying you that the previous 
submission was a mistake, or simply 
answering “no” to the question of 
whether or not they have a high 
school diploma, then the student was 
ineligible for all TIV aid, and is ineligible 
for all TIV aid going forward, and must 
also return the aid they previously 
received when ineligible, even if it 

was for an award year which has been 
completed. 
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ELEMENTARY OR SECONDARY ENROLLMENT 

A student enrolled in elementary or secondary school is not eligible 
for aid from the FSA programs, even if she is simultaneously enrolled in an 
eligible college program. A student is considered to be enrolled in secondary 
school if she is pursuing a high school diploma or if she has completed the 
requirements for a diploma, has not yet received it, and either she is taking 
college coursework for which her high school gives credit or her high school 
still considers her to be enrolled there. 


An adult pursuing a high school equivalency certificate (not a high 
school diploma) is not considered to be enrolled in secondary school. 
However, as stated earlier, a student can’t get aid for high school equivalency 
training. An adult can take a course offered by a high school, such as a 
driver’s education course, without being considered enrolled there. 


ACADEMIC QUALIFICATIONS NEW) 
To receive FSA funds, a student must be qualified to study at the 
postsecondary level. A student qualifies if she: 


« has a high school diploma (this can be from a foreign school if it is 
equivalent to a U.S. high school diploma); 

« has the recognized equivalent of a high school diploma, such as a 
general educational development (GED) certificate or other state- 
sanctioned test or diploma-equivalency certificate; 

« has completed homeschooling at the secondary level as defined by 
state law; 

e has completed secondary school education in a homeschool set- 
ting which qualifies for an exemption from compulsory attendance 
requirements under state law, if state law does not require a home- 
schooled student to receive a credential for their education; or 

e has completed one of the ability-to-benefit (ATB) alternatives and is 

either currently enrolled in an eligible career pathway program or 
first enrolled in an eligible postsecondary program prior to July 1, 
2012. 


A student may self-certify on the FAFSA that he has received a high 
school diploma or high school equivalency certificate or that he has com- 
pleted secondary school through homeschooling as defined by state law. Ifa 
student indicates that he has a diploma or high school equivalency certificate, 
your school isn’t required to ask for a copy (except as noted below), but if 
your school requires a diploma for admission, then you must rely on that 
copy of the diploma or high school equivalency certificate and not on the stu- 
dent’s certification alone. 


Awards submitted to the COD system for all students require a Student 
Eligibility Code (previously Ability to Benefit Code) to report how the stu- 
dent (including graduate and professional students) is qualified to study at 
the postsecondary level (e.g. by obtaining a high school diploma or its rec- 
ognized equivalent). For more detail on submitting the appropriate Student 
Eligibility Code, see the COD Technical Reference on IFAP. 
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Checking the validity of a high school diploma 

If your school or the Department has reason to believe that the high 
school diploma is not valid or was not obtained from an entity that provides 
secondary school education, you must evaluate the validity of the student’s 
high school completion. Students who indicate on their FAFSA that they 
graduated high school must give the name, city, and state of the high school. 
FAFSA on the Web will not allow students to skip these items, and it will 
have a drop-down list of both public and private high schools populated by 
the National Center for Education Statistics (NCES). Inclusion on the list 
does not mean that a diploma from the school is valid, nor does exclusion 


from the list mean that the diploma is invalid. Acceptable documentation for 


checking the validity of a student’s high school completion can include the 
diploma and a final transcript that shows all the courses the student took. 


Diplomas from unaccredited high schools can be valid and qualify stu- 
dents to receive FSA funds, as well as to meet college admission standards. 
One resource that a school may consider to determine if a high school di- 
ploma is valid is the department of education in the state in which the high 
school is located, if that department has jurisdiction over the high school. 
Colleges are also free to consult with each other as they develop their pro- 
cedures for checking the validity of high school diplomas. For students who 
completed their secondary schooling outside the United States, comparable 
documents can help, as can the services of companies that determine the va- 
lidity of foreign secondary school credentials. 


The ISIR will not provide any more information than what the student 
submitted on the FAFSA. We do not expect you to check the high school 
data for every student against other information obtained by your school 
during admissions, but if you have reason to believe the high school diploma 
is dubious—e.g., the college knows the student bought the diploma or tran- 
script and was required to perform little or no work—you must validate the 
diploma. 


A student's self-certification is not sufficient to validate a high school 
diploma that is in question. It should be remembered that for a college to 
be an eligible institution, it must admit as regular students only those with a 
high school diploma or the recognized equivalent or who are beyond the age 
of compulsory school attendance. As in other areas of FSA administration, 
schools have final authority in meeting this requirement. The Department 
does not plan to have an appeal process or to intervene in reasonable judg- 
ments of school administrators, such as a decision to move a high school 


from a college’s acceptable to unacceptable list or a case where one school has 


different lists than another. 


—————_——————_ Ss 
College diploma mill definition 
An entity that: 

1. Charges someone a fee and requires 
him to complete little or no education 
or coursework to obtain a degree, 
diploma, or certificate that may be 

used to represent to the general public 
that he has completed a program of 
postsecondary education or training; 
and 

2. Lacks accreditation by an agency 

or association that is recognized as 

an accrediting body for institutions 

of higher education by the Secretary 
(pursuant to Part H, Subpart 2 of Title IV) 
or a federal agency, state government, 
or other organization that recognizes 
accrediting agencies or associations. 
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Foreign diplomas NEW) | 
www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/hsdiploma.html (see the 
FHD section) 


Foreign high school diplomas NEV) 

High school diplomas/transcripts from other countries are acceptable 
toward the student eligibility general requirement, as long as the diploma is 
equivalent to a U.S. high school diploma. 


A school that is qualified to evaluate the credential may do so. A school 
that is not qualified or chooses not to evaluate the credential can instead 
require students to have their credential evaluated by a company that offers 
such a service. The school may pay for the evaluation, but if it does so, it can 
only have students reimburse it for the cost if it requires the evaluation as 
part of its admission process for all students who have a foreign credential. 


You may not require only students who are applying for federal student 
aid to pay the school to have their credential evaluated because that would 
amount to the school charging a fee to complete the FAFSA, which is pro- 
hibited under HEA 483(a)(6). In such cases, because the cost of evaluating a 
foreign credential is incurred as a charge of admission prior to enrollment in 
an eligible program, it cannot be included in students’ COA. 


If the student is selected for verification tracking groups V4 or V5, in 
which the student must provide proof of high school completion, when it 
is impossible for a refugee, asylee or victim of human trafficking to obtain 
documentation of his or her completion of a secondary school education in a 
foreign country, you may accept self-certification that they have completed a 
high school (or equivalent) education from these applicants, along with their 
entry status documentation that demonstrates the applicant’s current or prior 
status as a refugee, asylee, or victim of human trafficking who entered the 
US. after the age of 15 (see item FHD-Q2/A2 at www2.ed.gov/policy/high- 
ered/reg/hearulemaking/2009/hsdiploma.html). 


Recognized equivalents of a high school diploma NEW) 
The Department recognizes several equivalents to a high school diploma: 


e AGED certificate; 

¢  acertificate or other official completion documentation 
demonstrating that the student has passed a state-authorized 
examination (such as the Test Assessing Secondary Completion 
(TASC) the High School Equivalency Test (HiSET), or, in 
California, the California High School Proficiency Exam) that 
the state recognizes as the equivalent of a high school diploma 
(certificates of attendance and/or completion are not included in 
this qualifying category); 

* an associate's degree; 

e Successful completion of at least 60 semester or trimester 
credit hours or 72 quarter credit hours that does not result in 
the awarding of an associate's degree, but that is acceptable for full 
credit toward a bachelor’s degree at any institution; or 

e — Enrollment in a bachelor’s degree program where at least 60 
semester or trimester credit hours or 72 quarter credit hours have 
been successfully completed, including credit hours transferred 
into the bachelor’s degree program. 
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¢ for a student who enrolls without completing high school, a 
transcript indicating the student has excelled in high school. The 
student must no longer be enrolled in high school, must satisfy 
your school’s written policy for admitting such students, and must 
be starting a program that leads at least to an associate's degree or 
its equivalent. 


Note that merely possessing a certificate of attendance and/or high- 
school completion is not sufficient for a student to be Title IV aid eligible. 
Such a certificate may be issued without a student having completed all of the 
academic graduation requirements, including passing any required examina- 
tions. A state must consider a certificate or high-school-completion-equiva- 
lency test as equivalent to a high school diploma in that state in order for it to 
be considered equivalent to a high school diploma for Title IV aid eligibility 
purposes. 


Homeschooling 

Though homeschooled students are not considered to have a high school 
diploma or equivalent, they are eligible to receive FSA funds if their second- 
ary school education was in a homeschool that state law treats as a home or 
private school. Some states issue a secondary school completion credential to 
homeschoolers. If this is the case in the state where the student was home- 
schooled, she must obtain this credential to be eligible for FSA funds. She 
can include in her homeschooling self-certification that she received this state 
credential. An eligible institution is defined in part as one that admits as regu- 
lar students only those who have a high school diploma or equivalent, are 
beyond the compulsory age of attendance for the school’s state, or are dually 
enrolled at the college and a secondary school. 


For students who finish homeschooling at a younger age, the Depart- 
ment considers them to be beyond the age of compulsory attendance if your 
school’s state would not require them to obtain a secondary completion cre- 
dential as provided under state law, or if not required by state law, has com- 
pleted a secondary school education in a homeschool setting that qualifies as 
an exemption from compulsory attendance under state law. See also Volume 
2, Chapter 1. 


Recognized equivalent of a_ ({ijB) 
high school diploma 

34 CFR 600.2 

DCL GEN 15-09 
www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/hsdiploma.html 
Example: Eric enrolls in the bachelor’s 
degree program at Glesser College. Eric 
completes his high school requirements 
early, but the high school does not 
formally issue the high school diploma 
until a later time. Glesser can award Eric 
TIV funds if Glesser obtains a statement 
signed by an official from Eric’s high 
school attesting that Eric has completed 
all of the required coursework and 

has successfully passed any required 
proficiency examinations for the 
school's diploma. The statement must 
include the date when the actual high 
school diploma will be issued. 


Homeschooled students 
HEA Sec. 484(d)(3), 
34 CFR 668.32(e)(4) 


Homeschooled students and 
institutional eligibility 
HEA Sec. 102(a)(b)(c) 


State regulations (for 
homeschooling & other purposes) 
www2.ed.gov/admins/comm/choice/ 
regprivschl/index.html 
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ATB options & Career NEW) } 
Pathway Programs 

Consolidated Appropriations Act of 
2016 (Public Law 114-113) 

DCL GEN-12-09 

DCL GEN-16-09 

HEA Sec. 484(d) 

E-Announcement July 9, 2015 


ATB tests 

34 CFR Part 668 Subpart J 
(Sections 141-156) 
E-Announcement June 24, 2015 
Revised ATB regulations were published 
in the Federal Register on Oct. 29, 2010. 
Guidance on implementation of 
requirements for tests in languages 
other than English was given in GEN- 
11-08. 


Consolidated Appropriations (JB) 
Act of 2016 
On December 18, 2015, the President 
signed the Consolidated Appropriations 
Act of 2016, which included the 
following changes to ATB provisions: 
A revised definition of an eligible 
career pathway program; and 
The elimination of the career 
pathway alternative Pell Grant 
disbursement schedules. 
A school's eligible career pathway 
program must meet the revised 
definition in order for students who 
first enroll in that program during the 
2016-17 award year to become eligible 
for Title IV aid using one of the ATB 
alternatives. 
For students who were previously 
eligible only for Limited Pell Grant 
awards, schools must now use the 
Federal Pell Grant Payment and 
Disbursement Schedules that are 
published in Dear Colleague Letter 
GEN-16-01 for the upcoming 2016-17 
award year. Transition guidance for the 
remainder of the current award year 
will be provided in a forthcoming Dear 
Colleague Letter on IFAP. 
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Ability-To-Benefit (ATB) Alternatives & Career Pathway NEW) 
Programs 

Students may become eligible for Title IV aid through the ATB alterna- 
tive in one of two ways. If a student first enrolled in an eliglble postsecondary 
program prior to July 1, 2012, the student may enroll in any eligible program 
and can become eligible through one of the ATB alternatives. However, if a 
student first enrolled in an eligible postsecondary program on or after July 1, 
2012, the student may only become eligible through one of the ATB alterna- 
tives if the student is enrolled in an “eligible career pathway program.” See 
below for more details about eligible career pathway programs. 


The ATB alternatives include: 


¢ Passing an independently administered Department of Education 
approved ATB test (see chart at the end of this section). 

¢ Completing at least 6 credit hours or 225 clock hours that are ap- 
plicable toward a degree or certificate offered by the postsecondary 
institution. 

¢ Completing a State process approved by the Secretary of Education. 
Note: To date, no State process has been submitted for the Secre- 
tary’s approval. 


Y Eligible Career Pathway Programs. An “eligible career pathway pro- 
gram” means a program that combines rigorous and high-quality education, 
training, and other services that— 


1. Align with the skill needs of industries in the economy of the State or 
regional economy involved; 


2. Prepares an individual to be successful in any of a full range of sec- 
ondary or postsecondary education options, including apprenticeships regis- 
tered under the Act of August 16, 1937 (commonly known as the “National 
Apprenticeship Act”; 50 Stat. 664, chapter 663; 29 U.S.C. 50 et seq.); 


3. Includes counseling to support an individual in achieving the indi- 
vidual’s education and career goals; 


4. Includes, as appropriate, education offered concurrently with and in 
the same context as workforce preparation activities and training for a spe- 
cific occupation or occupational cluster; 


5. Organizes education, training, and other services to meet the particu- 
lar needs of an individual in a manner that accelerates the educational and 
career advancement of the individual to the extent practicable; 


6. Enables an individual to attain a high school diploma or its recognized 
equivalent, and at least one recognized postsecondary credential; and 


7. Helps an individual enter or advance within a specific occupation or 
occupational cluster. 


You are responsible for documenting that your career pathway 
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program(s) meet each of the requirements described above. The Department 
does not require that you receive approvals or endorsements from a State or 
local workforce agency to fulfill these requirements, although that may be 
one way that you document your compliance. 


Additional information regarding the requirements for eligible career 
pathway programs can be found in Dear Colleague Letter GEN-16-09 on 
IFAP. 


V Eligibility of Other Students Without a High School Diploma (Grandfa- 
thered Students). As discussed in Dear Colleague Letter GEN-12-09, students 
who were enrolled in an eligible program of study prior to July 1, 2012 may 
continue to establish Title IV eligibility in any eligible program under one of 
the ATB alternatives by using the following grandfathering test: 


Question 1: Did the student attend an eligible program at any Title IV 
institution prior to July 1, 2012? If yes, the student may use any of the ATB 
alternatives (as described above) to become eligible for Title IV, HEA student 
assistance. If no, continue to Question 2. 


Question 2: Did the student, prior to July 1, 2012, officially register at 
a Title IV institution, and is the student scheduled to attend an eligible pro- 
gram? If yes, the student may use any of the ATB alternatives (as described 
above) to become eligible for Title IV, HEA student assistance. If no, the stu- 
dent may not use the ATB alternatives to become eligible for Title 1V, HEA 
student assistance, unless the student is enrolled in an eligible career pathway 
program. 


For a student who qualifies to use one of the ATB alternatives through 
enrollment in an eligible program prior to July 1, 2012, you must document 
how the student qualifies to use one of the ATB alternatives. Such documen- 
tation could include documentation from NSLDS that shows a student's pri- 
or receipt of Title IV funds, or a transcript or other receipt that demonstrates 
enrollment in an eligible program. 
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Approved ATB Tests (as of June 24, 2015) NEW) 


ATB Tests Still Approved 


Wonderlic Basic Skills Test (WBST) Verbal Forms VS-1 and 
VS-2, Quantitative Forms QS-1 and QS-2. This is a paper and 
pencil test. 


Wonderlic Basic Skills Test (WBST) Verbal Forms VS-1 and 
VS-2, Quantitative Forms QS-1 and QS-2. This is an online 
version of the tests. 


Spanish Wonderlic Basic Skills Test (Spanish WBST) 
Verbal Forms VS-1 and VS-2, Quantitative Forms QS-1 and 
QS-2. This is a paper and pencil test. 


Spanish Wonderlic Basic Skills Test (Spanish WBST) 
Verbal Forms VS-1 and VS-2, Quantitative Forms QS-1 and 
QS-2. This is an online version of the tests. 


Combined English Language Skills Assessment (CELSA), 
Forms 1 and 2. 


ACCUPLACER (Reading Comprehension, Sentence Skills, and 
Arithmetic) 


| Publishers & Passing Scores 


Wonderlic, Inc, 400 Lakeview Parkway, Suite 200, Vernon Hills, IL 60061 
Contact: Chris Young, (847) 247-2544 
Passing Scores: Verbal 200, Quantitative 210 


Wonderlic, Inc., 400 Lakeview Parkway, Suite 200, Vernon Hills, IL 60061 
Contact: Chris Young, (847) 247-2544 
Passing Scores: Verbal 200, Quantitative 210 


Wonderlic, Inc., 400 Lakeview Parkway, Suite 200, Vernon Hills, IL 60061 
Contact: Chris Young, (847) 247-2544 
Passing Scores: Verbal 200, Quantitative 200 


Wonderlic, Inc., 400 Lakeview Parkway, Suite 200, Vernon Hills, IL 60061 
Contact: Chris Young, (847) 247-2544 
Passing Scores: Verbal 200, Quantitative 200 


Association of Classroom Teacher Testers (ACCT), 1187 Coast Village Road, Suite 1, 


#378, Montecito, CA 93108 
Contact: Pablo Beuckelew, (805) 965-5704 
Passing Scores: CELSA Form 1: 97; Form 2: 97. 


The College Board, 250 Vesey Street, New York, NY 10281 
Contact: The ACCUPLACER Program, (800) 607-5223 
Passing Scores: Reading Comprehension 55; Sentence Skills 60; and 
Arithmetic 34. 


To refer to ATB tests which were approved in the past, see the June 24, 2015 


E-Announcement on IFAP 
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SATISFACTORY ACADEMIC PROGRESS (SAP) 

To be eligible for FSA funds, a student must make satisfactory academic 
progress, and your school must have a reasonable policy for monitoring that 
progress. The Department considers a satisfactory academic progress policy 
to be reasonable if it meets both the qualitative and quantitative criteria ex- 
plained in this section. 


Your SAP policy must be at least as strict as your SAP policy for students 
enrolled in the same program of study who are not receiving FSA funds at 
your school, and it must apply to all students within categories, e.g., full-time, 
part-time, undergraduate, and graduate students. Different SAP policies may 
apply to different academic programs. All relevant SAP policy must be ap- 
plied. Your policy(s) must require an academic progress evaluation at the end 
of each payment period for students in programs lasting one year or less. For 
all other programs, the policy must require annual reviews and must corre- 
spond with the end of a payment period. For programs greater than one year, 
your policy may also call for progress reviews after each payment period. If 
you review at each payment period, you must review SAP after a summer 
term if the student attends the summer term. You may have reasonable rules 
for students who initially enroll in specific courses but modify that enroll- 
ment within a limited time. 


Grades and pace of completion 

Your school’s policy must specify that both the quantitative (time-based) 
and qualitative (grade-based) standards are reviewed at each evaluation 
point. Each may include a payment period-based standard but are required 
to include a cumulative standard. You may review SAP more frequently, (for 
example, monthly), but the more frequent reviews would not replace the re- 
view that is required to be conducted at the end of the payment period. 


Your policy must specify the qualitative standard (grade point average or 
GPA) that a student must have at each evaluation or, if GPA is not an appro- 
priate qualitative measure, a comparable measure against a norm. In addi- 
tion, the HEA requires a specific qualitative review at the end of the student’s 
second academic year. Students enrolled in a program of more than two aca- 
demic years must have a GPA of at least a “C” or its equivalent or must have 
an academic standing consistent with your school’s graduation requirements. 


Having a standing consistent with the requirement for graduation means 
you could use an escalating GPA instead of a fixed one. For example, if your 
school uses a 4-point scale, it could require students to have a 2.0 average by 
graduation but allow their average to be lower earlier in their program. If 
your policy permits such a progression and a student falls below a C aver- 
age, you must be able to document that her average is consistent with the 
academic standard required for graduation. Remedial coursework must be 
included in the qualitative assessment of SAP. The courses need not be in- 
cluded in the student’s GPA; however, your school must have some means of 
assessing a student’s academic progress in remedial coursework. 


Your policy must also specify the quantitative standard (pace) at which 


students must progress through their program to ensure that they will gradu- 
ate within the maximum timeframe, and each academic progress check must 


FSA HB Jun 2016 


Satisfactory Academic Progress 
HEA Sec. 484(c), 

34 CFR 668.16(e) 

34 CFR 668.32(f) 

34 CFR 668.34 

Q&A: www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/sap.html 


Satisfactory progress definitions 


Appeal—A process by which a student 
who is not meeting SAP standards 
petitions the school for reconsideration of 
his eligibility for FSA funds. 


Financial aid probation—A status a 
school assigns to a student who is failing to 
make satisfactory academic progress and 
who successfully appeals. Eligibility for aid 
may be reinstated for one payment period. 


Financial aid warning—A status a school 
assigns to a student who is failing to make 
satisfactory academic progress. The school 
reinstates eligibility for aid for one payment 
period and may do so without a student 
appeal. This status may only be used by 
schools that check SAP at the end of each 
payment period and only for students who 
were making SAP in the prior payment 
period for which they were enrolled or who 
were in the first payment period of their 
program. 


Maximum timeframe 

+ For an undergraduate program measured 
in credit hours, a period no longer than 
150 percent of the published length of the 
program. 

+ For an undergraduate program measured 
in clock hours, a period no longer than 

150 percent of the published length of the 
program as measured by the cumulative 
number of clock hours the student is 
required to complete and expressed in 
calendar time. (Note that a student in a 
clock hour program cannot receive aid 

for hours beyond those in the program; 
the maximum timeframe applies to the 
amount of calendar time the student takes 
to complete those hours.) 

- For a graduate program, a period the 
school defines that is based on the length 
of the program. 
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Grades and SAP: Academic 
amnesty/renewal 

Some schools have academic amnesty/ 
renewal procedures through which 

a student can apply to have credits 
attempted and grades earned in 
previous semesters excluded from the 
calculation of the student's grade point 
average. The FSA program regulations 
make no provision for the concept 

of academic amnesty or academic 
renewal. Therefore, a school must 
always include courses applicable to 

a student's major (whenever taken) 

in evaluating a student's satisfactory 
academic progress (both quantitative 
and qualitative components). This may, 
however, be an item that is subject to 
appeal if the school’s policy permits 
such appeals. 


Completed program, no degree 

A student who completes the academic 
requirements for a program but does 
not yet have the degree or certificate is 
not eligible for further additional FSA 
funds for that program. 


Retaking a program 

Your school may permit a student 

to receive FSA funds for retaking a 
program that she has completed 
before. For more details, see “Eligibility 
and enrollment status for retaking 
coursework” sidebar later in this 
chapter. 


a es 
Grades for test-based credits 

Some schools have developed tests in 
accord with their academic standards, 
such as language proficiency tests, 
which students can take and receive 
course credit. If such credits count 
toward the student's program, the 
grades for those credits count in the 
student's GPA for all FSA purposes. 


measure this. You calculate the pace at which a student is progressing by 
dividing the total number of hours the student has successfully completed by 
the total number he has attempted. You may include, but aren’t required to 
include, remedial courses when making the quantitative assessment. 


Checking a student’s pace of completion allows for variations of enroll- 
ment status since you look at the percentage of classes successfully completed 
rather than the number. Also, you can use a graduated completion percent- 
age for each year of a program. For instance, your policy can permit students 
to complete a lower percentage of their classes in the first academic year but 
require them to complete an increasing percentage in subsequent years so 
that they finish their program in time. A student is ineligible when it becomes 
mathematically impossible for him to complete his program within 150% of 
its length if it is an undergraduate program, or within the maximum time- 
frame established by the school if it is a graduate program. In this situation, 
an appeal would be possible if your school accepts appeals. 


Your policy must explain how GPA and pace of completion are affected 
by course incompletes, withdrawals, and repetitions, and by transfer credits 
from other schools. Generally, all periods of the student’s enrollment count 
when assessing progress, even periods in which the student did not receive 
FSA funds. However, only transfer credits that count toward the student’s 
current program should be counted (as both attempted and completed 
hours). Your policy may permit that for students who change majors, credits 
and grades that do not count toward the new major will not be included in 
the satisfactory progress determination. You may limit how many times a 
student can in this way “reset” academic progress by changing majors. 


Your SAP policy cannot exclude from the progress review courses in 
which a student remained past the add/drop period and earned a grade of 
“W” (or its equivalent), nor can it routinely exclude certain hours attempted, 
such as those taken during a summer session. 


A review of SAP is not complete until both the qualitative and quantita- 
tive measures have been reviewed. If a satisfactory progress check shows that 
a student does not have the required GPA or is not maintaining the required 
pace, she becomes ineligible for FSA funds unless she is placed on financial 
aid warning (if your school reviews SAP at the end of each payment period) 
or probation (after a successful appeal), as explained below. Your policy 
must describe both of these statuses if it allows for them, and it must provide 
for notification to students of the results of any evaluation that affects their 
eligibility for FSA funds. 


You may monitor SAP at the end of every month, but an official review 
(i.e., for Title IV/SAP purposes) may only occur at the end of a payment 
period. The monthly evaluation at the end of the month that contains the end 
of a payment period (for example, hour 450) cannot count as the official eval- 
uation at the end of a payment period. Even if your school conducts progress 
evaluations at the end of each month, you cannot conduct the official (for 
Title IV/SAP purposes) SAP review at the end of each month. The official 
evaluation must be at the end of a payment period. 
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After an official evaluation, a student must be placed on warning or pro- 
bation status (if the appeal is successful) for an entire payment period when 
SAP is not achieved. You may not put someone on warning/probation for 
less than a payment period. 


SAP new/conflicting information 
requirements 

You must have an established 
procedure for reviewing and addressing 
additional information that may have 
an impact on SAP reviews. For example, 
if you review SAP at the end of a spring 
term and receive late notification of 

a grade change for the previous fall 

or spring term, you must recheck SAP 
using that new information. 


Financial aid warning 

Only schools that check satisfactory progress at the end of each payment 
period may place students on financial aid warning as a consequence of not 
making satisfactory progress. A school may use this status without appeal 
or any other action by the student. Warning status lasts for one payment 
period only, during which the student may continue to receive FSA funds. 
Students who fail to make satisfactory progress after the warning period lose 
their aid eligibility unless they successfully appeal and are placed on proba- 
tion. Schools do not need to use the warning status; they can instead require 
students to immediately appeal to be placed on probation. 


Satisfactory Academic Progress Examples: Four-Year Programs 


Four-year credit-hour program with appeal 
Students in a bachelor’s degree program at National College 
must complete 120 credits and may attempt up to 180 
credits (120 x 150%). National reviews a student's academic 
progress once per year and has a pace of completion of 2/3 
or 66.67% of the classes that students attempt; it requires 

a cumulative GPA of 1.50 after the first year, 1.75 after the 
second year, and 2.0 after the third year and beyond. 


In his first semester, Danny fails one course and withdraws 
(late in the term) from one of his five courses (15 credits). 

He takes four courses in his second semester and again 

fails one and withdraws from one. Though his GPA is 1.71, 
he isn’t making SAP by the end of the first year because he 
completed only 15 credits out of the 27 he attempted, and 
two-thirds (2/3) of 27 is 18. Danny applies for an appeal, but 
because his only reason for not making SAP is that he wasn’t 
able to concentrate on college after being in high school, 
and because he doesn't offer evidence showing what has 
changed, the aid administrator at National denies his appeal, 
and he is ineligible for aid in his second year. 


Even if Danny had a more convincing reason for failing 

at SAP, such as being injured and being rendered unable 

to participate effectively in his normal activities, the 
administrator might still have denied his appeal because 

she saw little improvement or variation in Danny's pace of 
completion and did not determine that he would likely be 
making SAP a year later. If Danny’s academic performance 
improves by the end of his second year so that he is meeting 
the SAP criteria, he can again receive FSA funds. 


4-year credit-hour program with warning and 
appeal 

Krieger University checks SAP every quarter, which permits it to 
use financial aid warnings. Students must complete 144 credit 
hours to receive a BA or BS degree, and they may attempt up 
to 216 credit hours to complete a program. Students must 
complete at least half of the credits they attempt in their first 
year and 75% of their credits in each year after that. They must 
have no less than a 2.0 GPA at all times. 


Gina finishes her first year at Krieger with a 2.25 GPA and 
completes all of the credits that she attempts, so she is 
making SAP. After the first quarter in her second year, she 
again completes all of her classes but poor grades leave 

her with a 1.94 GPA. The aid administrator places her on 
financial aid warning for one quarter and informs her that 
she is not meeting the SAP standards. Gina does poorly in 
the next quarter as well, and her GPA drops to 1.85. The aid 
administrator informs her that she can’t continue on warning 
status and needs to submit an appeal explaining why she is 
failing to make SAP and why she thinks that will change and 
allow her to again make SAP. 


Gina brings the administrator an obituary showing that her 
mother died recently, which required that she help with family 
affairs and caused her to lose her focus at school. She asserts 
that is over now. The administrator places her on probation 
and suggests that she might take fewer courses. But Gina 
enrolls full time and again receives poor grades, causing her 
GPA to drop to 1.80. The administrator informs Gina that she 
has become ineligible for FSA funds but that she can become 
eligible again if she raises her GPA to 2.0 or that she can submit 
another appeal (the latter appeal must be based on a reason 
different from the first appeal) and this time request to be 
placed on an academic plan. 
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Satisfactory Academic Progress Examples: One-Year Programs 


1-year credit-hour program with financial aid 
warning Carver University has a program that a 
full-time student can complete in 24 semester hours. 
Because this is a one-year program, Carver must check 
SAP every payment period. Their policy is that students 
must complete the program by the time they have 
attempted 36 (150% of 24) hours, and the pace of 
completion is 2/3 or 66.67%. They require a 2.0 GPA at 
all times. 


Suzie plans to take two classes (eight hours) each 
semester. In the first term, she fails one class and 

gets a B in the other. Her GPA is 1.5 and her pace of 
completion is 50%, so Carver automatically places her 
on financial aid warning and informs her of this. In her 
second semester, Suzie gets a C (in the class she failed 
in the first semester) and an A, raising her GPA to 2.25 
(Carver counts all grades for retaken classes), and she 
has completed 75% of her classes, so she restores her 
aid eligibility. 


Clock-hour program with appeal 

Frisson Community College has a 900-clock-hour 
program that normally takes eight months to complete. 
Frisson allows a maximum timeframe of 12 months to 
complete the program, and students must complete 

at least 300 clock hours out of the 450 clock hours of 
each payment period (four months) and maintain a 2.0 
GPA. Because the program is so short and financial aid 
warnings would delay a rigorous review of students’ 


academic performance until late in (or the end of) 
the program, Frisson decides not to use warnings. 
Instead, it requires students to submit an appeal 
when they are not meeting SAP standards. 


After the first four months, Jerry's GPA is 3.0, but he 
completes only 250 of the 300 clock hours that were 
required for the payment period. Frisson informs 
him that he must submit an appeal to continue to 
receive FSA funds. Jerry tells the administrator that 
he was diagnosed with depression, which prevents 
him from doing as much as he'd like. He provides 

a note from his psychiatrist and affirms that he is 
doing better since he has received regular treatment. 
The administrator grants his appeal and puts him 

on financial aid probation since she determines 

that Jerry can finish the program in the remainder 

of the year. She drafts a plan that allows him some 
flexibility in his pace of completion and that requires 
him to check with her once a month to inform her of 
his progress in his classes. 


After four more months, Jerry’s GPA is 3.3, and he 
has completed 580 hours out of the 600 required 
under Frisson’s published SAP policy, which would 
normally make him ineligible for FSA funds. But 
because he is progressing according to his personal 
SAP plan and is predicted to complete the program 
within the maximum timeframe, he may still receive 
aid. 


Eligibilityand enrollment  {f) 
status for retaking coursework 
34 CFR 668.2(b) 

The regulatory definition for full-time 
student (for undergraduates) has been 
revised to allow a student, in a term- 
based program only, to retake any 
previously passed course (one time 
only per previously passed course). For 
this purpose, passed means any grade 
higher than an “F,” regardless of any 
school or program policy requiring a 
higher qualitative grade or measure to 
have been considered to have passed 
the course. This retaken class may be 
counted toward a student's enrollment 
status, and the student may be 
awarded Title IV aid for the enrollment 
status based on inclusion of the class. 
Continued next page... 
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Appeals, financial aid probation, and academic plans 

All schools may use the financial aid probation as part of their satisfac- 
tory progress policy. When a student loses FSA eligibility because he failed 
to make satisfactory progress, if the school permits appeals, he may appeal 
that result on the basis of: his injury or illness, the death of a relative, or other 
special circumstances. His appeal must explain why he failed to make satis- 
factory progress and what has changed in his situation that will allow him to 
make satisfactory progress at the next evaluation. 


If you determine, based on the appeal, that the student should be able to 
meet the SAP standards by the end of the subsequent payment period, you 
may place him on probation without an academic plan. You must review 
the student’s progress at the end of that one payment period, as probation 
status is for one payment period only. If you determine, based on the appeal, 
that the student will require more than one payment period to meet progress 
standards, you may place him on probation and develop an academic plan 
for the student. You must review the student’s progress at the end of one pay- 
ment period as is required of a student on probation status, to determine if 
the student is meeting the requirements of the academic plan. If the student 
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is meeting the requirements of the academic plan, the student is eligible to re- 
ceive Title IV aid as long as the student continues to meet those requirements 
and is reviewed according to the requirements specified in the plan. 


Your school determines the process and documentation required for an 
appeal. It may decide to require more extensive information on an initial ap- 
peal and some type of an update statement on a subsequent appeal. The regu- 
lations do not specify what must be included in an academic plan. The school 
and the student must develop a plan that ensures that the student is able to 
meet the school’s satisfactory progress standards by a specific time, though an 
academic plan could instead take the student to successful program comple- 
tion. Students must also appeal to change their plan. They must explain 
what has happened to make the change necessary and how they will be able 
to make academic progress. 


Reestablishing aid eligibility 

Your policy, even if it does not permit appeals, must explain how stu- 
dents who are not making satisfactory academic progress can restore their 
eligibility for FSA funds. Other than when a student is placed on financial aid 
warning or probation or has agreed to an academic plan as outlined above, 
he can regain eligibility only by taking action that brings him into compliance 
with your school’s satisfactory progress standards. 


The requirement that a student complete a number of credits or enroll 
for a number of academic periods without receiving FSA funds, or that he 
interrupt his attendance for one or more academic periods, may be part of 
your academic progress policy. However, neither paying for one’s classes nor 
sitting out for a term affects a student’s academic progress status, so neither is 
sufficient to reestablish aid eligibility. 


ENROLLMENT STATUS 

A student must be enrolled at least half time to receive aid from the Di- 
rect Subsidized/Unsubsidized and Direct PLUS Loan programs. The Pell, 
TEACH Grant, and Campus-Based Programs don’t require half-time enroll- 
ment, with two exceptions: the first exception is students must be enrolled 
in a post-baccalaureate program for teacher education at least half-time. The 
second exception is that, for Perkins and FWS, students must be enrolled 
half-time in a teaching credential program. But enrollment status does affect 
the amount of Pell a student receives; see Volume 3, Chapter 3. 


To be enrolled half time, a student must be taking at least half of the 
course load of a full-time student. Your school defines a full-time workload, 
but it must meet the minimum standards in the FSA regulations. The 
definition of full time for FSA purposes can differ from that used for other 
purposes at your school, such as the definition used by the registrar’s office. 


Your definition of a full-time workload for a program must be used 
for all students in that program and must be the same for all FSA-related 
purposes, including loan deferments. You can’t accommodate a student with 
a learning disability or other handicap by allowing her a full-time enrollment 
status lower (for Title IV financial aid purposes) than the minimum standard 
(see the margin note on students with intellectual disabilities). 
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Normal SAP policy allows for a student 
to receive Title IV funds for retaking a 
course he or she failed, and if a student 
withdraws before completing the 
course that he or she is being paid 
Title IV funds for retaking, that is not 
counted as his or her one allowed 
retake for that course. However, if 

a student passed a class once, then 

is repaid for retaking it, and fails the 
second time, that failure counts as their 
paid retake, and the student may not 
be paid for retaking the class a third 
time. 


If your school has a policy that requires 
students to retake all of the coursework 
for a term in which a student fails a 
course, only the first retake of any 
previously passed course is eligible for 
Title IV aid (see the preamble to the 
October 15, 2015 Program Integrity 
regulation; page 67127). 


If a student withdraws from all Title IV 
eligible courses in the payment period 
or period of enrollment and continues 
to attend only the course(s) that he 

or she is completing or repeating for 
which he or she may not receive Title 
IV aid during that period, the student is 
a withdrawal for Title lV purposes. This 
is because a student is considered to 
be attending a Title IV eligible program 
only if he or she is attending one or 
more courses in that program for which 
the student is receiving Title IV, HEA 
program funds. 


Full-time student definition 
34 CFR 668.2(b) 


Half-time enrollment 

HEA Sec. 428(b)(1)(A), 

34 CFR 668.2(b) 

A school may choose to define half time 
as half of the minimum full-time standard 
established in the regulations even if this 
is less than half the full-time standard 
established by the school. For example, 
if a school sets 14 semester hours as full 
time, it could use 6 semester hours (one- 
half of the regulatory full-time minimum 
of 12) as half time instead of 7. 
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—_—_—_— a: 
Enrollment status for students 
with intellectual disabilities 
Because a comprehensive training 
program for students with intellectual 
disabilities can include work for which 

the school awards no credit, such as 
audited courses, the school must develop 
equivalencies in credit hours for such 
work, just as it must do with non-credit 
remedial coursework. This will allow the 
school to determine the enrollment status 
for students in these programs. 


SSS SSS SSS 
Counting non-credit or 
reduced-credit remedial work in 
enrollment status 

34 CFR 668.20 

A student can receive aid for a limited 
amount of remedial coursework that is 
included as part of a regular program. 
As long as the student qualifies for aid 
for remedial courses, you must include 
the remedial courses in the student's 
enrollment status. 


Some schools give no credit or reduced 
credit for remedial classes. To determine 
enrollment status, credit hours for the 
remedial class should be the same as for 
the comparable full-credit class. If you're 
using credit hours, you can compare the 
number of classroom and homework 
hours of study that the remedial course 
requires with the hours required for 
similar courses offered for full credit. 
Clock-hour schools should use the 
number of classroom hours attended in 
the remedial program. 


VY Minimum standards for full-time enrollment. A student’s workload 
may include any combination of courses, work, research, or special 
studies that your school considers sufficient to classify them as full time. 
This includes, for a term-based program, one repetition of a previously 
passed course that is not due to the student failing other coursework. The 
regulations specify a minimum standard for undergraduate students but not 
for graduate students. For undergraduates, full-time status must be at least: 


e 12 semester hours or 12 quarter hours per academic term in an 
educational program using a semester, trimester, or quarter system; 

24 semester hours or 36 quarter hours per academic year for an 
educational program using credit hours but not using a semester, 
trimester, or quarter system, or the prorated equivalent for a program 
of less than one academic year; 

e 24 clock hours per week for an educational program using clock 
hours; 

« A series of courses or seminars equaling 12 semester or quarter hours 
over a maximum of 18 weeks; 

For a program that measures credit hours and uses nonstandard 
terms, the number of weeks of instruction in the term divided by the 
number of weeks of instruction in the academic year, multiplied by 
the number of credit hours in the academic year; 

¢ The work portion of a cooperative education program in which the 
amount of work performed is equivalent to the academic workload of 
a full-time student; or 

¢ For correspondence coursework, a courseload commensurate with the 
full-time definitions listed here, and at least half of that load must be 
non-correspondence coursework that meets half of the school’s 
requirement for full-time students. 


Your school must have a written policy stating what enrollment status 
the work portion of a co-op program is equivalent to. If it equals or exceeds 
a full-time academic load, the co-op student is considered full time regardless 
of how many credits are earned for the co-op work. 


A student taking only correspondence courses is never considered to be 
enrolled more than half time. See Volume 3 for more on Pell and enrollment 
status and correspondence courses. 


If a student is enrolled in courses that do not count toward his degree, 
certificate, or other recognized credential, they cannot be used to determine 
enrollment status unless they are eligible remedial courses. This means you 
cannot award the student aid for classes that do not count toward his degree, 
certificate, or other recognized credential. Also, federal student aid can be 
awarded only for learning that results from instruction provided or overseen 
by the school. It cannot be awarded for any portion of a program based on 
study or life experience prior to enrollment in the program, or based on tests 
of learning that are not associated with educational activities overseen by the 
school. 
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STUDENTS CONVICTED OF POSSESSION 
OR SALE OF DRUGS 

A federal or state drug conviction (but not a local or municipal 
conviction) can disqualify a student for FSA funds. The student self-certifies 
in applying for aid that he is eligible; you’re not required to confirm this 
unless you have conflicting information. 


Convictions only count against a student for aid eligibility purposes 
(FAFSA question 23c) if they were for an offense that occurred during a 
period of enrollment for which the student was receiving federal student 
aid—they do not count if the offense was not during such a period, unless the 
student was denied federal benefits for drug trafficking by a federal or state 
judge (see drug abuse hold sidebar). Also, a conviction that was reversed, set 
aside, or removed from the student’s record does not count, nor does one 
received when she was a juvenile, unless she was tried as an adult. 


The chart below illustrates the period of ineligibility for FSA funds, 
depending on whether the conviction was for sale or possession and whether 
the student had previous offenses. A conviction for sale of drugs includes 
convictions for conspiring to sell drugs. 


Sale of illegal 
drugs 

2 years from date of 
conviction 


Possession of 
illegal drugs 

1 year from date of 
conviction 


1st offense 


2 years from date of Indefinite period 


conviction 


2nd offense 


Indefinite period 


3+ offenses 


If the student was convicted of both possessing and selling illegal drugs, 
and the periods of ineligibility are different, the student will be ineligible for 
the longer period. Schools must provide each student who becomes ineligible 
for FSA funds due to a drug conviction a clear and conspicuous written 
notice of his loss of eligibility and the methods whereby he can become 
eligible again. 


A student regains eligibility the day after the period of ineligibility ends 
(i.e., for a 1st or 2nd offense); or when he or she successfully completes 
a qualified drug rehabilitation program that includes passing two 
unannounced drug tests given by such a program. Further drug convictions 
will make him ineligible again. 


Students denied eligibility for an indefinite period can regain eligibility 
after completing any of the following options: 


1) Successfully completing a rehabilitation program, as described 


below, which includes passing two unannounced drug tests from such a 
program); 


FSA HB Jun 2016 


Drug convictions 

HEA Section 484(r) 

34 CFR 668.40 

A student who self-certifies that he or 
she has a qualifying drug conviction will 
receive a “C” code and comment code 
053, 054, 056, 058, or 052 on his or her 
SAR and ISIR. See the SAR Comment 
Code and Text Guide on IFAP. 


Question 23 Student Aid 
Eligibility Worksheet 

You may distribute this worksheet to 
students to help them determine and 
document their eligibility or ineligibility, 
based on their responses to question 23 
on the FAFSA (i.e., drug convictions): 
www.ifap.ed.gov/drugworksheets/ 
1415DrugWorkSheets.html. 


Drug abuse hold 

The Anti-Drug Abuse Act of 1988 
includes provisions that authorize 
federal and state judges to deny certain 
federal benefits, including student 

aid, to persons convicted of drug 
trafficking or possession. The Central 
Processing System maintains a hold file 
of individuals who have received such 
a judgment. All applicants are checked 
against this file to determine if they 
should be denied aid. This is separate 
from the check for a drug conviction 
via question 23; records matching the 
drug abuse hold file receive a rejected 
application (reject 19 and comments 
009 or 055 on the SAR and ISIR). See 
the SIR Guide on the IFAP publications 
page for more information. 
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2) Having the conviction reversed, set aside, or removed from 
the student’s record so that fewer than two convictions for sale or three 
convictions for possession remain on the record; or 


3) Successfully completing two unannounced drug tests which are part 
of a rehab program (the student does not need to complete the rest of the 
program). 


In such cases, the nature and dates of the remaining convictions 
will determine when the student regains eligibility. It is the student’s 
responsibility to certify to you that she has successfully completed the 
rehabilitation program; as with the conviction question on the FAFSA, 
you are not required to confirm the reported information unless you have 
conflicting information. 


When a student regains eligibility during the award year, you may award 
Pell Grant, TEACH, and Campus-Based aid for the current payment period 
and Direct Loans for the period of enrollment. 


Standards for a qualified drug rehabilitation program 
A qualified drug rehabilitation program must include at least two unan- 
nounced drug tests and satisfy at least one of the following requirements: 


¢ Be qualified to receive funds directly or indirectly from a federal, 
state, or local government program. 

¢ Be qualified to receive payment directly or indirectly from a federally 
or state-licensed insurance company. 

¢ Be administered or recognized by a federal, state, or local government 
agency or court. 

¢ Be administered or recognized by a federally or state-licensed 
hospital, health clinic, or medical doctor. 


If you are counseling a student who will need to enter such a program, 
be sure to advise the student of these requirements. Ifa student certifies that 
he has successfully completed a drug rehabilitation program, but you have 
reason to believe that the program does not meet the requirements, you must 
find out if it does before paying the student any FSA funds. 
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INCARCERATED STUDENTS 
. . . : ; ; Lo, Incarcerated students 
A student is considered to be incarcerated if she is serving a criminal sen- yen coc 40] (b)(8) and 484(b)(5) 
tence in a federal or state penitentiary, prison, jail, reformatory, work farm, 34 CFR 600.2 and 668.32(0)(2) 


or similar correctional institution (whether it is operated by the government — pc, GEN-14-21 
or a contractor). A student is not considered to be incarcerated, and is still 

potentially eligible for Pell, FSEOGs and FWS, but not Direct Loans, if he or 

she is in a halfway house, juvenile justice facility, a local or county jail, a local 

or county penitentiary or correctional facility, or is subject to home detention 

or is sentenced to serve only weekends. You may accept the student’s written 

self-certification that he is no longer incarcerated. 


See Chapter 6 for more information on this and on sex offenders who 
were incarcerated but are now subject to an involuntary civil commitment. 


CONFLICTING INFORMATION 
In addition to reviewing data provided by the Department’s application 
system and NSLDS (as discussed in the rest of this volume), your school Conflicting information 
must have an internal system to share information relevant to the student’s 34 CFR 668.16(b)(3) and (f) 
eligibility, such as his or her academic standing. The FSA program regula- 
tions require a school to develop an adequate system to ensure the consis- 
tency of any data related to a student’s application or eligibility for Federal 
Student Aid regardless of the source of that data. Your school is responsible 
for reconciling all inconsistencies that it receives with one exception: if the 
student dies during the award year, you aren’t required to resolve conflicting 
information. 


If your school has conflicting information for a student or you have 
any reason to believe his application is incorrect, you must resolve such dis- 
crepancies before disbursing FSA funds. If you discover a discrepancy after 
disbursing FSA funds, you must reconcile the conflicting information and re- 
quire the student to repay any aid for which he wasn’t eligible, unless he is no 
longer enrolled for the award year and will not re-enroll. Refer to the Appli- 
cation and Verification Guide and Volume 2, Chapter 3 for more information. 


Volume 1—Student Eligibility 2016-17 


Glossary-Acronyms CFR DCL 


Defense of Marriage Act 

Decision 

DCL-GEN-13-25 

DCL-GEN-14-14 

In June 2013, the Supreme Court struck 
down Section 3 of the Defense of 
Marriage Act (DOMA), which provided 
that for purposes of federal programs, 
a marriage can only be between one 
man and one woman. For purposes 

of Title IV aid, the Department now 
considers that any legal marriage which 
was recognized by the jurisdiction in 
which it was performed as recognized 
without regard to whether the marriage 
is between persons of the same or 
opposite sex, and without regard to 
where the couple resides. 


This has implications for dependency 
status and will impact how applicants 
fill out the FAFSA. For more details, see 
the Application and Verification Guide, 
Chapter 2. 


In 2014, the Department published DCL 
GEN-14-14, which described further 
guidance on the potential eligibility 
of a same-sex stepparent to qualify 

for a Direct PLUS Loan. For further 
information, see the DCL. 


CHANGE IN ELIGIBILITY STATUS 

A student’s eligibility status can change during the award year, which 
almost always affects whether he can be paid. The special rules for changes 
in satisfactory academic progress status were discussed in the SAP section. 
For more details on Pell Grant status changes within and between terms, see 
Volume 3, Chapter 3. 


Gaining eligibility 

A student who gains eligibility is one who was previously ineligible for 
some reason. In general, a student who gains eligibility may receive Pell 
Grant, TEACH Grant, and Campus-Based funds for the entire payment pe- 
riod and Direct Loan funds for the period of enrollment in which he or she 
becomes eligible. 


A student is eligible for Pell Grant, TEACH Grant, and Campus-Based 
aid for the entire award year, not just the payment period, in which he or 
she becomes eligible by meeting the requirements for citizenship (including 
becoming an eligible noncitizen), having a valid Social Security number, or 
being registered for Selective Service. 


For examples of gaining eligibility, we'll look at two students, Roy and 
Jared. Roy enrolls in a one-year certificate program at Carver University. 
Carver won't officially admit Roy before he provides an academic transcript 
from his previous school, but it lets him start classes in the fall. Carver re- 
ceives Roy’s transcript after he’s attended for a month and officially admits 
him. He’s still in his first payment period when admitted, so he can receive 
Pell and Campus-Based funds for his entire period of enrollment. The school 
can also use the program length of one year as the period of enrollment for 
which Roy can receive a loan. 


Jared is finishing his senior year in high school; his classes end June 4. 
He decides to start classes in the winter at Carver on January 11. The second 
payment period begins on May 17. Jared isn’t eligible for aid when he first 
starts classes at Carver. However, when he becomes eligible after June 4, 
Carver can disburse Pell and Campus-Based funds to Jared retroactively for 
the current payment period that started on May 17 (but not for the payment 
period that started in January) and a Direct Loan for the current period of 
enrollment, which does include the payment period that began in January. 
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Losing eligibility 
A student cannot receive any federal student aid after losing eligibility for 
it unless he or she qualifies for a late disbursement. 


To illustrate the rule on losing eligibility, we'll look at a student named 
Steve. Steve is a student at Jantz University. At the end of September, after 
the start of the fall term, he is convicted in a state court for possession of 
drugs. It is his first offense, and he isn’t incarcerated, but he is ineligible for 
aid. Jantz gave Steve his first Direct Subsidized loan disbursement at the 
beginning of the semester in September and was going to disburse a Perkins 
Loan to him in October. 


Now Jantz can’t disburse the Perkins Loan. Steve doesn’t have to pay 
back the first disbursement of his Direct Loan immediately (though he will 
have to pay it back once he enters repayment), but he can’t receive additional 
FSA funds until one year elapses or he successfully completes a qualified drug 
rehabilitation program. 


Religious order student eligibility 
34 CFR 674.9(c) 

34 CFR 675.9(c) 

34 CFR 676.9(c) 

34 CFR 685.200(a)(2)(ii) 

34 CFR 690.75(d) 

Members of any religious order, 
society, agency, community, or other 
organization aren't considered to have 
financial need if the order— 

(1) has as a primary objective the 
promotion of ideals and beliefs 
regarding a Supreme Being, 

(2) requires its members to forego 
monetary or other support substantially 
beyond the support it provides, and 

(3) directs the member to pursue the 
course of study or provides subsistence 
support to its members. 


Members of these religious orders 
can’t receive Direct Subsidized Loans, 
Pell Grants, or Campus-Based aid. 
They are eligible, however, for Direct 
Unsubsidized Loans. 
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Eligibility Requirements for 
Specific Educational Programs 


See Volume 2, Chapter 2 for more information on the 
topics below. Note that a school may not refuse to 
provide FSA funds to a student because he is enrolled 
in correspondence or distance education courses 
unless they are not part of an eligible program. 


Correspondence courses 
HEA Sec. 484(k) 
34 CFR 600.2 
34 CFR 668.38 

A correspondence or “home study” course is one 
for which the school provides instructional materials 
and exams for students who don’t physically attend 
classes at the school and who are studying indepen- 
dently. When a student completes a portion of the 
materials, he takes the related exam and returns it to 
the school for grading. If the course uses video cas- 
settes or discs, it is a correspondence course unless 
the school provides the same instruction to students 
who physically attend the school that year. Distance 
education courses are not considered correspon- 
dence courses. 


A student enrolled in a correspondence course 
can only receive FSA funds if the course is part of a 
program that leads to an associate's, bachelor's, or 
graduate degree; if the program leads to a certificate, 
the student is not eligible for aid for that course. 
There are also restrictions regarding cost of atten- 
dance for correspondence courses; see Volume 3, 
Chapter 2. 


Distance education courses 
HEA Sec. 103 and 484(I) 
34 CFR 600.2 
34 CFR 668.38 

Distance education refers to instruction 
delivered to students who are physically 
separated from their instructor, to support regular 
and substantive interaction between student 
and instructor, whether in real time or through 
time delay. Technologies used may include the 
Internet; one-way and two-way transmissions 
through open broadcast, closed circuit, cable, 
microwave, broadband lines, fiber optics, 
satellite, or wireless communications devices; 
audio conferencing; or, if used in conjunction 
with the previous technologies, video cassettes, 
DVDs, and CDs. If a course does not qualify as a 
distance education course, it is considered to be a 
correspondence course. 


Students can receive FSA funds for distance 
education courses under these conditions: the 
courses must belong to an eligible program, 
and the school must have the capability to 
effectively deliver distance education programs 
as determined by an accrediting agency that 
is recognized by the Department and that has 
the evaluation of distance education programs 
within the scope of its recognition. Short-term 
certificate programs of less than one year offered 
via distance education are eligible for FSA funds, 
and they are not considered correspondence 
programs. 


Students studying abroad 
HEA Sec. 484(0) 
34 CFR 668.39 

A student in a study-abroad program is 
eligible for aid if the program is approved for 
academic credit toward her degree by the 
eligible homeschool at which she is enrolled as 
a regular student. The homeschool must have 
a written agreement with the foreign school (or 
with another U.S. school that contracts with the 
foreign school) or a single written arrangement 
with a study-abroad organization to represent 
an agreement between the homeschool and the 
foreign school. 


Citizenship 
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A student has to be a citizen or eligible noncitizen to receive federal student 
aid. In this chapter we describe how the student’s FAFSA information is 
matched with other agencies to determine citizenship status. We also de- 
scribe immigration documents that you may have to collect to make sure 


that the student meets this requirement. 


ELIGIBLE CATEGORIES 
A student must be one of the following to be eligible to receive federal 
student aid: 


e A US. citizen or national; 
¢ A US. permanent resident or other eligible noncitizen; or 


« A citizen of the Freely Associated States: the Federated States of Micro- 
nesia and the Republics of Palau and the Marshall Islands. These stu- 
dents can only receive aid from some of the FSA programs and do not 
have an A-number/ARN (see Citizens of the Freely Associated States 
section later in this chapter). 


The general requirement for eligible noncitizens is that they be in the 
US. for other than a temporary purpose with the intention of becoming a 
citizen or lawful permanent resident, as evidenced by the United States Citi- 
zenship and Immigration Services (USCIS) in the Department of Homeland 
Security (DHS). We use DHS throughout this chapter, and we also refer to 
USCIS since it is the actual agency that handles immigration matters and 
whose field offices you and your students might have to contact. 


The Department of Education (The Department) matches all applica- 
tions with the Social Security Administration (SSA) to determine if the 
student is a U.S. citizen. If he provides an alien registration number (ARN) 
on the FAFSA, his record is also sent to DHS to check noncitizen current 
immigration status. The results of both matches appear on the Institutional 
Student Information Report (ISIR), and a failed match with either agency will 
produce a C code on the student’s ISIR. A student's citizenship status only 
needs to be checked once during the award year; if the status is eligible at that 
time, it remains so for the rest of the award year. 


If a parent wants to take out a PLUS loan for a dependent undergraduate 


student, both the parent and the student must be U.S. citizens or nationals or 
eligible noncitizens. 
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Citizenship issues 

> All applications are matched with the 
Social Security Administration (SSA) to 
determine U.S. citizenship. 

> Applications that have an Alien Reg- 
istration Number (ARN) are matched 
against Department of Homeland Secu- 
rity (DHS) records. 

> If the DHS match fails after auto- 
mated primary and secondary confirma- 
tion, the school must conduct a paper 
secondary confirmation (see “paper 
secondary confirmation” section in this 
chapter). 


Citizenship 

HEA Sec. 484(a)(5), 

34 CFR 668.32(d), 

34 CFR 668.33, 

and Subpart | of Part 668. 


Contacting USCIS 
To contact USCIS, see “find a USCIS of- 
fice” page at www.USCIS.gov/ 


Eligible noncitizen and name 
changes 

When an eligible noncitizen student 
changes his or her name, the student 
needs to update it with SSA and DHS. 
For the DHS update, students can do 
this at a local USCIS office or by calling 
1-800-375-5283. For the SSA update, 
see http://ssa-custhelp.ssa.gov 
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Documenting citizenship 
34 CFR 668.33c 


U.S. citizen or national 

A person is a United States citizen by 
birth or by naturalization or by opera- 
tion of law. Persons (except for the chil- 
dren of foreign diplomatic staff) born in 
the 50 states, the District of Columbia, 
and, in most cases, Puerto Rico, the U.S. 
Virgin Islands, Guam, and the Northern 
Mariana Islands are U.S. citizens, as are 
most persons born abroad to parents 
(or a parent) who are citizens. All U.S. 
citizens are considered U.S. nation- 

als, but not all nationals are citizens. 
Persons whose only connection to the 
United States is through birth on Ameri- 
can Samoa, Swains Island, or the United 
States Minor Outlying Islands are not 
U.S. citizens but are U.S. nationals, and 
therefore may receive FSA funds. 


SS 
Parent signature on certificate 
Because documents such as a certificate 
of citizenship can go to minors, they 
may be signed by a parent or guardian 
instead of the minor child. This does 
not affect the legitimacy of the docu- 
ment. 


CITIZENSHIP MATCH WITH THE SSA 

All applications are matched with Social Security records to verify name, 
date of birth, U.S. citizenship status, the Social Security number (SSN), and 
possible date of death (see Chapter 4). The CPS will reject the application for 
insufficient information if any of these items except the last is not provided. 
The result of this match is reported under SSA of the match flags on the ISIR 
and “SSA Citizenship Code” on the SAR. If the student leaves the citizenship 
question on the FAFSA blank, the CPS will still attempt the citizenship match 
with the SSA. If there is a complete match with the student’s Social Security 
number, name, date of birth, and US. citizenship, the CPS will determine the 
student to be a citizen. 


YV Successful match. The SAR and ISIR will have a match flag (but no 
comment) indicating that the student’s status was confirmed. 


V Data doesn’t match. If the student’s SSN, name, or date of birth 
doesn’t match SSA records, his citizenship status can’t be confirmed and a 
C code and a comment will appear on the output document. The student 
should correct the SSN, name, or date of birth (see Chapter 4 for more on 
SSN match problems) and submit it. The CPS will perform the match again, 
and you must see if the new ISIR confirms the student’s citizenship status; if 
it does, the C code will no longer appear. 


Y Citizenship not confirmed. The SAR and ISIR will include a C code 
and a comment (code 146) explaining that the SSA was unable to confirm the 
student is a citizen and that she needs to provide her financial aid office with 
documents proving citizenship. If she provides eligible noncitizen documen- 
tation, make a correction by entering her ARN on the ISIR, changing her citi- 
zenship status to eligible noncitizen, and submitting it to the CPS, which will 
attempt a match with DHS records to confirm the student's status. 


Note that U.S. citizens born abroad might fail the citizenship check with 
the SSA, unless they have updated their citizenship information (see “Updat- 
ing status for citizens born abroad” later in this chapter). 


U.S. citizenship documentation NEW) 

If a student must prove his status as a citizen or national, you decide 
what documents are acceptable. A Social Security card or driver’s license isn’t 
acceptable for documenting citizenship or national status since noncitizens 
and non-nationals can also have these forms of identification. “Enhanced” 
driver’s licenses (provided by a limited number of states to permit non-air 
travel entry to the U.S. from Canada, Mexico, and the Caribbean) are also not 
acceptable. The Department doesn’t specify all of the acceptable documents, 
but here are some documents you might choose to use: 


« A copy of the student's birth certificate showing that the student was 
born in the United States, which includes Puerto Rico (on or after 
January 13, 1941), Guam, the U.S. Virgin Islands (on or after January 
17, 1917), American Samoa, Swains Island, or the Northern Mariana 
Islands, unless the person was born to foreign diplomats residing in 
the U.S. If a student has a birth certificate showing that the student 
was born abroad (i.e., not in a place mentioned above), that is not ac- 
ceptable documentation. 
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e AUS. passport, current or expired, (except “limited” passports, which 
are typically issued for short periods such as a year and which don’t receive 
as much scrutiny as a regular passport when applying). In the case of nation- 
als who are not citizens, the passport will be stamped “Noncitizen National.” 
Five-year-duration U.S. passports (commonly issued to younger students) 
are considered acceptable documentation, and are not considered “limited”. 
Passport cards are also acceptable; however, one-year-duration U.S. passports 
are NOT acceptable documentation. 


The State Department issues a wallet-sized passport card that can only 
be used for land and sea travel between the United States and Canada, 
Mexico, the Caribbean, and Bermuda. It is adjudicated to the same 
standards as the passport book and is therefore a fully valid attestation 
of the U.S. citizenship and identity of the bearer. 


A copy of Form FS-240 (Consular Report of Birth Abroad), FS-545 
(Certificate of birth issued by a foreign service post), or DS-1350 (Cer- 
tification of Report of Birth). These are State Department documents. 


A Certificate of Citizenship (N-560 or N-561) issued by USCIS to in- 
dividuals who derive U.S. citizenship through a parent. 


A Certificate of Naturalization (N-550 or N-570) issued by USCIS (or, 
prior to 1991, a federal or state court), or through administrative natu- 
ralization after December 1990 to those who are individually natural- 
ized. 


Before you can disburse aid, the student must present original documen- 
tation that verifies he is a citizen. In this case, the C code can remain on the 
student’s record. Unlike the case of eligible noncitizens, you don’t submit 
the documents to the DHS or any other agency for verification, but you do 
need to keep a copy in the student’s file. Older versions of the Certificate 
of Citizenship and of the Certificate of Naturalization instruct the holder 
not to photocopy them. The USCIS has advised the Department that these 
documents (and others) may be photocopied for lawful purposes such as 
documenting eligibility for FSA funds. The student should also contact the 
Social Security Administration to update its database so the record will pass 
the SSA Citizenship match without delay in future years. This updating is not 
required to receive aid. 


Updating status for citizens born abroad 

Students born abroad to U.S. citizens are also U.S. citizens, and their 
status is usually noted in the SSA’s database when they receive an SSN. But 
occasionally, a student’s citizenship might not be correct, and such a student 
(for example, one born on a military base abroad) will fail the citizenship 
match even if he has a Social Security number. He can contact the SSA to 
have its database corrected. 


Such students can document citizenship by providing a “Consular Re- 
port of Birth Abroad” (Form FS-240, which is proof of U.S. citizenship), a 
“Certification of Report of Birth” (Form DS-1350, which is evidence of U.S. 
citizenship and equivalent to a birth certificate), or a Certificate of Citizen- 
ship issued by U.S. Citizenship & Immigration Services (USCIS). If the birth 
of the student was registered with the American consulate or embassy in a 
foreign country before he turned 18, he can receive a copy of one of these by 
sending a written, notarized request to the address in the margin. 
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Passport cards & passports {ij 
22 CFR 51.4(b)(2) 

A student may apply for a U.S. passport 
card, which may be considered accept- 
able documentation, at the U.S. State 
Department website: 
https://travel.state.gov/content/pass- 
ports/en/passports/information/card.html 


Suspect documents NEW) | 
If you are able to discern that a docu- 
ment is fraudulent, you must deny the 
applicant Title IV aid. If the applicant 
submits conflicting information regard- 
ing immigration status on the FAFSA, 
you must resolve any discrepancies be- 
fore disburing Title IV aid. 


Report altered or misreported infor- 
mation to the Department's Office of 
Inspector General at 1-800-MIS-USED or 
the OIG’s website at: 
www2.ed.gov/about/offices/list/oig/in- 
dex.html. 


Example: citizenship not 
confirmed 

Gio is a U.S. citizen, but SSA doesn’t 
confirm his citizenship status. The aid 
administrator at Falcon College asks 
him to submit documentation of his 
status. Gio first submits a Social Security 
card, but the administrator explains that 
the card doesn’t document his status 
because noncitizens can have Social Se- 
curity cards. Gio then brings in his Cer- 
tificate of Naturalization. The adminis- 
trator makes a copy of the certificate for 
his file and tells Gio his citizenship has 
been documented. She also advises Gio 
to have the SSA correct its database so 
that he won't have this problem again. 


Report of birth abroad 
U.S. Department of State 
Passport Services 

Vital Records Section 

1150 Passport Services Pl 
6th Floor 

Dulles, VA 20189-1150 
(202) 485-8300 
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Certifications of Report of Birth 
and Consular Report of Birth 
Abroad 
http://travel.state.gov/law/family_ issues/ 
birth/birth_593.html 

To reduce vulnerability to fraud, as of 
January 2011, the Consular Report of 
Birth Abroad (FS-240) has been rede- 
signed and is now printed only in the 
United States. The previous version of 
the FS-240 continues to be a valid proof 
of U.S. citizenship. As of December 31, 
2010, the State Department no longer 
issues Certifications of Report of Birth 
(DS-1350); however, all previously is- 
sued DS-1350s are still valid for proof of 
U.S. citizenship. 


Child Citizenship Act (CCA) 

The CCA became effective on February 
27,2001. As of that date, foreign-born 
children who are not U.S. citizens at 
birth become citizens once these condi- 
tions are met: 

At least one parent (biological or 
adoptive) is a U.S. citizen; the children 
live in the legal and physical custody 
of that parent; they are under 18 years 
of age; and they are admitted as immi- 
grants for lawful permanent residence. 


Children newly entering the country 
who are adopted abroad prior to the 
issuance of their IR-3 visa (for orphans) 
or IH-3 visa (for children from Hague 
Convention countries) become citizens 
upon arrival. They should receive a 
certificate of citizenship within 45 days 
instead of receiving a permanent resi- 
dent card and then filing Form N-600 to 
request a certificate. 


Children who are adopted after being 
admitted to the U.S. with an IR-4 visa 
(for orphans) or IH-4 visa (for children 
from Hague Convention countries) 
become citizens once their adoption 
is full and final. Parents of these and 
other children who do not automati- 
cally receive a certificate of citizenship 
can get one by filing Form N-600. For 
more information, contact the USCIS, 
visit the website at www.uscis.gov, 

or see the State Department's in- 
tercountry adoption website at 
http://adoption.state.gov/. 


The student should provide his name given at birth, the date and location 
of birth, the parents’ names, available passport information, a return address, 
and a daytime phone number. The signature and a copy of valid photo iden- 
tification of the requester must be included. For form FS-240, the student 
also has to include the original form (to exchange it) or a signed, notarized 
affidavit that the original was destroyed or lost. The FS-240 is $50 for each 
copy. Payment should be sent in the form of a check or money order (do not 
send cash or foreign checks) payable to “Department of State.” It will take 
four to eight weeks to receive the form. For more information, the Vital Re- 
cords Section can be reached at (202) 485-8300. 


If the student is over 18 and the birth wasn’t registered, she can file a 
self-petition for a “Certificate of Citizenship” at any local USCIS office (Form 
N-600). 


NONCITIZEN MATCH WITH THE DHS 

The DHS assigns to all legal immigrants an Alien Registration Number 
(ARN), which FSA uses to verify the immigration status of permanent resi- 
dents and other eligible noncitizens. If the applicant indicates on the FAFSA 
that he is an eligible noncitizen and provides an ARN, identifying informa- 
tion is sent to the DHS for primary (and, if necessary, automated secondary) 
confirmation. 


The results of the match are shown by a match flag in the “FAA Informa- 
tion” section of the output document, under the heading “DHS” on the ISIR 
or “DHS Match Flag” on the SAR. There will also be a comment about the 
results on the output document. 


Because all applications are matched with the SSA, an application with 
an ARN will be matched with both DHS and SSA records. If results are re- 
ceived from both matches, only those from DHS will display on the ISIR; the 
SSA results will be suppressed. 


Vv Successful match. If the match confirms the student’s immigration 
status as an eligible one, he can receive aid if the other eligibility criteria are 
also met. Comment code 143 will appear on the SAR and ISIR, and the 
successful match results are documentation of the student's eligibility. Of 
course, if you have other information about his status that seems to contra- 
dict the successful match result, you must resolve the conflict before paying 
the student (see “Conflicting Information” in Chapter 1). 


V Record was not sent to DHS. The match won't be attempted if the 
student left the citizenship question blank (comment code 068), if she said 
she was an eligible noncitizen but provided either no ARN or an illegible 
or invalid one (code 142), or if she changed her response to the citizenship 
question or changed her ARN after previous verification by the DHS (code 
141). Instead, the student will receive a C code and a comment explaining 
the problem and directing her to provide the school with documentation of 
her eligibility. Compare the document with the SAR/ISIR to determine the 
appropriate action. If you or the student corrects the ARN and resubmits it 
so that the match can be conducted, and her eligibility is confirmed, the C 
code will not appear on the new ISIR. Ifa correction is not required, the C 
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code will remain, but you should put documentation in the student's file as 
proof that her record is correct. 


Note that students who are citizens of the Marshall Islands, the Feder- 
ated States of Micronesia, and Palau won’t pass the DHS match because they 
don’t have ARNs to report. While these students aren’t required to provide 
proof of their eligible noncitizen status, you may request their citizenship 
documentation and copy it for their record if necessary (they may also have 
employment authorization documents which may be verified against DHS 
databases to confirm current immigration status). 


Vv DHS has not yet confirmed the student’s noncitizen status. DHS will 
continue to check its records. The SAR and ISIR will have comment code 144 
and a DHS match flag of “N” (for no match) and a DHS secondary confirma- 
tion match flag of “P” (indicating that the procedure is still in progress). The 
DHS will continue to check its records in a process called automated sec- 
ondary confirmation. Within three to five days, the CPS should generate a 
SAR and ISIR showing one of the responses in the margin. 


The school should wait at least five but no more than 15 business days 
for the result of automated secondary confirmation. If the result has not 
been received by that time, the school must begin the paper process. 


A correction made while the DHS is conducting the automated second- 
ary confirmation will start the process over, i.e., the correction will be sent 
through primary confirmation. Though unlikely, if the new primary con- 
firmation match yields a “Y,” the transaction can be used to award aid. The 
new transaction will have a new DHS verification number assigned. A cor- 
rection made to a transaction that contains secondary confirmation results of 
“Y” or “C” (or a transaction with a primary confirmation result of “Y”) will 
not be sent through the DHS match again. Otherwise the record will be re- 
sent for matching. 


ARN corrections and additions 

If a student leaves the citizenship question blank but provides an ARN, 
the CPS will attempt to match with DHS records. If the student leaves both 
the citizenship question and ARN blank, the CPS will reject the application. 
The output document will explain that SSA was unable to confirm that the 
student is a U.S. citizen. She must submit a correction with the citizenship 
status and ARN if she is an eligible noncitizen. 


If the student indicated U.S. citizen or national on the FAFSA, but pro- 
vides an eligible noncitizen document, correct question 14 on the ISIR to “El- 
igible Noncitizen” and enter the ARN in question 15. This correction will tell 
CPS to send the record to the DHS Primary match (for the first time). Ignore 
comment code 146 on the current ISIR. Wait for the DHS Match flags on the 
student’s next ISIR to determine whether a G-845 is necessary. If the ARN 
on the ISIR does not match the ARN on the student’s document, correct the 
ARN in field 15. This will send the corrected record (which DHS considers 
a new record because of the new ARN) to the DHS Primary match. Ignore 
DHS comment codes 046, 105 and 109 on the current ISIR. Do not complete 
a G-845 form unless the DHS Match flags on the resulting ISIR indicate that 
a G-845 is necessary. 
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DHS Automated secondary 
confirmation match flags and 
comment codes 

Y, 120: The student's eligibility has been 
confirmed. You can process his aid. 


C,105: The DHS has not yet been able 
to confirm that the student is an eligible 
noncitizen. The school is required to 
wait 10 business days for another ISIR 
with an updated match result. If there is 
no update, the school begins the paper 
(G-845) secondary confirmation process. 


N, 046: The DHS did not confirm the 
student's immigration status as eligible. 
The school begins paper secondary 
confirmation. 


X, 109: The DHS did not have enough 
information to determine the student's 
status. The school begins paper sec- 
ondary confirmation. 


Do not complete a G-845 
without evidence of eligible 
noncitizen status 
E-Announcement March 9, 2015 

When you add or change a student's 
ARN, do not complete a G-845; wait for 
a revised ISIR. If a student doesn’t pro- 
vide evidence that they are an eligible 
noncitizen, DO NOT complete a G-845 
form for that student, unless you have 
conflicting documentation. See eligible 
noncitizens and documentation section 
in this chapter. 


USCIS retires red ink 
https://help.cbp.gov/app/answers/ 
detail/a_id/1743/~/uscis-stamps 

On July 1, 2014, U.S. Citizenship & Im- 
migration Services (USCIS) began using 
anew blue colored ink for its secure 
stamps. The old red ink previously used 
for such stamps has been retired and 
will no longer be used (note also that 
some stamps still use black ink). Cus- 
toms and Border Protection (CBP) also 
now uses blue ink, for uses other than 
the admission stamp. For more informa- 
tion, see the URL above. 
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Conditions requiring secondary 
confirmation 
34 CFR 668.133(a) 


School policies and procedures 
on secondary confirmation 
34 CFR 668.134—135 


New G-845 form 

USCIS's most recent version of the 
G-845 has an OMB Expiration date of 
5/31/18. See the form later in this chap- 
ter. Requests for verification using the 
older G-845 and supplemental forms 
will be returned without processing. 


Sending the G-845 to the USCIS 
USCIS has changed the submission ad- 
dress for the G-845 form (for students 
required to undergo additional verifi- 
cation of their eligible non-citizenship 
status). The G-845 must be submitted 
to the LA field office, regardless of the 
location of the school submitting the 
form. The only exception is for VAWA 
related G-845 forms which must be 
submitted to the Buffalo field office (see 
DCL GEN-10-07 for more information). 
Effective immediately, you must mail 
the G-845 and attachments to: 


US. Citizenship and Immigration Services (USCIS) 
Attn: USCIS SAVE Program Status Verification Office 
300 N. Los Angeles Blvd., Room 3204 

Los Angeles, CA 90012 


Do not send the form to the 
Department of Education. 


G-845 Help 

For FSA aid purposes, the G-845 form 
can only be used after primary and au- 
tomated secondary confirmation with 
DHS. If you have questions or if the 
form is returned to you by DHS with a 
request for more information, call the 
Customer Care and Research Center at 
1-800-433-7327 for assistance. 


PAPER SECONDARY CONFIRMATION (G-845) 

If the student didn’t pass automated secondary confirmation or if you 
have conflicting information about his immigration status after receiving a 
match result, you must use paper secondary confirmation. The student must 
give you unexpired documentation that shows he is an eligible noncitizen. If 
you determine the evidence is not convincing, he isn’t eligible for FSA funds, 
and you don’t have to complete and send a G-845. But if the documentation 
appears to demonstrate that he is an eligible noncitizen, you must submit it 
to the USCIS (in the DHS) to confirm it is valid. One exception to this ap- 
plies to victims of human trafficking, as noted later in this chapter. 


Eligible noncitizens and documentation 

Certain non-U.S. citizens may be eligible for Title IV aid. The following 
types of “eligible noncitizens” are among the classes of persons who may be 
eligible. For classes of eligible noncitizens other than permanent residents, 
evidence of their status typically is on the I-94, but other documentation may 
also be acceptable. Under certain circumstances, the I-94 will no longer be is- 
sued to students who are not refugees, asylees, or parolees. Students without 
I-94 documentation (see I-94 website sidebar) may have their status con- 
firmed by a Customs and Border Protection (CBP) stamp, showing class of 
admission and date admitted or paroled on their passport. 


¢ Lawful permanent residents (LPRs) are noncitizens who are legally 
permitted to live and work in the U.S. permanently. The standard docu- 
ment is the Permanent Resident Card (Form I-551 since 1997) or Resi- 
dent Alien Card (Form I-551 before 1997). Both forms are referred to 
colloquially as “green cards,” though they have changed colors over the 
years. Possessors of the older Alien Registration Receipt Card (Form 
1-151, issued prior to June 1978) should have replaced it with a newer 
card, but for receiving FSA funds it is acceptable as evidence of perma- 
nent residence. 


Permanent residents may also present an Arrival/Departure Record 
(CBP Form I-94) or the Departure Record (Form I-94A, which is 
used at land border ports of entry) with the endorsement “Processed 
for 1-551. Temporary Evidence of Lawful Admission for Permanent 
Residence. Valid until . Employment Authorized.” If 
available, an I-551 (also known as a “green card”) is preferable to 
establish LPR status. The form will have an ARN annotated on it and 
is acceptable if the expiration date has not passed. 


The U.S. Department of State issues a machine readable immigrant 
visa (MRIV) in the holder’s passport. The MRIV will have a U.S. CBP 
inspector admission stamp, and the statement “UPON ENDORSE- 
MENT SERVES AS TEMPORARY I-551 EVIDENCING PERMA- 
NENT RESIDENCE FOR 1 YEAR’ will appear directly above the ma- 
chine readable section. An MRIV with this statement, contained in an 
unexpired foreign passport and endorsed with the admission stamp, 
constitutes a temporary I-551, valid for one year from the date of en- 
dorsement on the stamp. 


The USCIS issues the United States Travel Document (mint green cov- 
er), which contains the Reentry Permit (Form I-327) and the Refugee 
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Travel Document (Form I-571). It is used by lawful permanent resi- 
dents, as well as refugees and asylees, and is annotated with “Permit to 
Reenter Form I-327 (Rev. 9-2-03).” 


If the student has an I-551 with a baby picture, she should update the 

1-551 with the USCIS. Permanent residents are expected to get a new 
picture and be fingerprinted at the age of 14. But you can submit the 

documents to USCIS and pay a student who has an I-551 with a baby 
picture as long as you can confirm that it belongs to the student. You 

can do this by comparing the I-551 to a current photo ID that has the 
student’s name, date of birth, and signature. The current ID must also 
be consistent with any identifying information in the student's file. 


A student who has an approved application for permanent residence 
on file with the USCIS and who is waiting for a permanent resident 
card should have an I-797 Approval Notice from USCIS indicating 
such, as well as an alien number, which will give notice of current sta- 
tus. Note that an application for permanent resident status alone is 
not sufficient for determining eligibility for FSA funds. 


If a person is applying to suspend deportation, she must request a 
hearing before an immigration law judge who will render an oral or 
written decision. If that is favorable, the USCIS will give the applicant 
a Form I-551, which will certify her lawful permanent resident status. 
There is no special category for persons who have been granted sus- 
pensions of deportation. 


Conditional resident aliens are eligible for aid if their documentation 
has not expired. They may have a valid 1-551, I-94, I-94A, or a pass- 
port with an MRIV bearing the statement, “Upon endorsement serves 
as temporary I-551 evidencing permanent residence for 1 year.” 


The Marriage Fraud Amendments established a two-year conditional 
permanent resident status for alien spouses of USS. citizens or legal 
immigrants whose marriage took place less than two years before the 
spouse applied for permanent resident status. This status may also ap- 
ply to any of the spouse's children who are aliens. 


A Form I-551 of a conditional permanent resident alien is the same 
1-551 that is issued to regular permanent residents, except that the 
card for a conditional permanent resident expires in two years, as op- 
posed to 10 years for the regular card. A conditional permanent resi- 
dent must file a petition for removal of this restriction in the 90 days 
before the end of the two years. The USCIS will review the petition 
and, if the result of the review is satisfactory, drop the restriction and 
issue new documents. 


Refugee status continues unless revoked by DHS or until lawful per- 
manent resident status is granted, which refugees apply for after one 
year (although they may remain in refugee status much longer). They 
may have a Form I-94 or I-94A annotated with a stamp showing ad- 
mission under Section 207 of the Immigration and Nationality Act 
(INA). They may also have the old Refugee Travel Document (Form 


Photocopying immigration {[) 
docs 

DCL GEN-15-08 

In most cases you will examine and 
copy original immigration documents, 
and you must keep a copy in the stu- 
dent's file with the secondary confirma- 
tion results from the USCIS. While gen- 
erally not permitted, for the purpose of 
applying for Title IV aid, students may 
legally photocopy, scan, or otherwise 
image immigration documents (such 
as Forms I-551 or I-94) to complete the 
G-845 secondary confirmation process. 


1-94 website 
https://i94.cbp.dhs.gov/I94/request.htm! 
The I-94 regulations and process have 
not changed. Customs and Border 
Protection (CBP) still creates admis- 
sion records, however this is now done 
electronically. The I-94 website allows 
travellers (and schools, if the traveller 
grants permission) to access admission 
records online, and serves to replace 
paper |-94s going forward (the website 
contains records from April 2011 to 
present). Legacy paper I-94s are also still 
valid and in use. 


Use of copy of I-94 or I-94A 
Note that a refugee or an asylee 

may apply for permanent-resident 
status. During the period in which 
the application is being reviewed, 
the student may have a copy of the 
|-94 that includes the endorsement 
“209a (or 209b) pending. Employment 
Authorized.” Students with this form 
of documentation are eligible for 
FSA funds as long as the I-94 has not 
expired. 
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Asylees abroad and eligibility 
Asylees who leave the U.S. for an ex- 
tended amount of time without USCIS 
approval forfeit their current immigra- 
tion status, so it may thus be difficult for 
them to be considered an eligible non- 
citizen for FSA purposes. 


Documentation for Cuban- 
Haitian entrants 

The I-94 for some Cuban-Haitian 
entrants who are applying for 
permanent residence may be stamped 
“applicant for permanent residence.” 
(Or the student may instead be given 
a separate document acknowledging 
the receipt of his or her application for 
permanent residence.) Because the 
application for permanent residence 

is not sufficient to make a student 
eligible for FSA funds, a student who is 
a Cuban-Haitian entrant must request 
documentation of that status from the 
USCIS. 


1-571) or the newer U.S. Travel Document annotated with “Refugee 
Travel Document Form I-571 (Rev. 9-2-03).” Refugees are given in- 
definite employment authorization. 


Persons granted asylum can apply for permanent residence after one 
year. Asylee status continues unless revoked by DHS or until perma- 
nent resident status is granted. Asylees will have an I-94 or I-94A with 
a stamp showing admission under Section 208 of the INA. They may 
also have the same travel documents described for refugees. Persons 
granted asylum in the United States are authorized for indefinite em- 
ployment. 


Persons paroled into the U.S. for at least one year must provide 
evidence (such as having filed a valid permanent resident application) 
from the DHS that they are in the U.S. for other than a temporary 
purpose and intend to become a citizen or permanent resident. Their 
documentation must have a stamp indicating that the student has 
been paroled into the United States for at least one year, with a date 
that has not expired (federal student aid cannot be disbursed after the 
document has expired). 


Cuban-Haitian entrants as defined by Section 501(e) of the Refugee 
Education Assistance Act (REAA) of 1980. All Cuban-Haitian entrants 
are potentially eligible for Federal Student Aid. Note that a document 
showing that the holder is a Cuban-Haitian entrant is valid even if the 
expiration date has passed. 


Conditional entrants are refugees who entered the United States un- 
der the seventh preference category of P.L. 89-236 or whose status was 
adjusted to lawful permanent resident alien under that category. They 
had to have entered the U.S. prior to the enactment of the Refugee Act 
of 1980. Students may have an I-94 with a stamp displaying “Section 
203(a)(7)” and indicating that the person was admitted to the United 
States as a conditional entrant. Because the predecessor of the DHS 
stopped using this category after March 31, 1980, you should not dis- 
burse FSA funds if the student has an I-94 with conditional entrant 
status granted after that date. 


As of January 2005, the stamps mentioned use red and blue security ink: 
the date of admission is red, and the rest of the stamp is blue. The stamp 
contains three codes: the first is a two-digit code to the left of the date that 
designates the field office with jurisdiction over the port of entry. On most 
stamps, this code will be two numbers and no letters. Letters are currently 
only used on HQ stamps. The three-letter code located under the word “AD- 
MITTED” shows the port of entry. The third code, to the right of the date, is 
the unique four-digit number. When referring to a particular stamp, the port 
of entry code and the stamp’s unique number should be used. 


The endorsement or stamp can be placed anywhere on the I-94. If the 
original stamp does not copy well due to the ink color, you should replicate it 
by hand on the photocopy. Because CBP offices don’t have uniform proce- 
dures or stamps, you should contact the local office with questions regarding 
acceptable immigration documents. 


i <! FSA HB Jul 2016 


1-32 


Glossary-Acronyms CFR DCL 


Chapter 2—Citizenship 


¢ Victims of human trafficking have the same eligibility for federal 
benefits as refugees under the Victims of Trafficking and Violence 
Protection Act (VT VPA), though the Department of Health and Hu- 
man Services (HHS), rather than the DHS, is responsible for certify- 
ing this status. Because of this, these students will not pass the DHS 
match, and the normal paper secondary confirmation does not apply. 
These individuals may have an I-94 with a T1, T2, T3, or T COA code 
for principal, spouse, child, or parent, respectively. You must instead 
review the student'’s certification or eligibility letter from the HHS and 
call the Office of Refugee Resettlement at 1-866-401-5510, as noted 
on the letter, to verify its validity and confirm that the eligibility has 
not expired. You must note the date, time, and results of the call and 
retain a copy of the letter. If the student applies for federal student aid 
in a subsequent year at your school, you must call again to ensure that 
the student's status is still in force. 


The spouse, child, or parent of a trafficking victim might be eligible for 
aid. He will not have a certification letter but will have a T-visa (e.g., 
T-2 or T-3). He will also likely fail the DHS match; if so you must call 
the same office, verify the validity of his T-visa as well as the victim's 
certification letter, note the time and results, and save a copy of both 
documents. 


Battered immigrants-qualified aliens are victims of domestic 
violence by their U.S. citizen or lawful permanent resident (LPR) 
spouses. They may, with their designated children, be eligible under 
the Violence Against Women Act (VAWA) for federal public benefits, 
including federal student aid. Note that both men and women may 
be approved as victims under the Violence Against Women Acct. In- 
formation on these immigrants is not maintained in the system used 
for matching between the Department and DHS, so there is a separate 
procedure for establishing eligibility for these students. 


They indicate on the FAFSA that they are eligible noncitizens, though 
they will not pass the DHS match. Instead, they will need to obtain 
and provide you with documentation based on their case type: self- 
petition, suspension of deportation, or cancellation of removal. 


In self-petitioning cases under VAWA, the immigrant submits an 
1-360 form to the USCIS, which will deny the petition, approve it, or 
find that a “prima facie” case has been established. Either an approval 
or a prima facie finding makes a student eligible for aid, though the 
latter has an expiration date after which the person becomes ineligible. 
In some cases, the USCIS will acknowledge receipt of a petition. This 
does not establish eligibility for aid. 


With an approval of a petition, the USCIS will provide a Form I-797, 
Notice of Action form, that will indicate it is an approval notice for a 
self-petitioning spouse of a U.S.C. or L.P.R. and that the petition has 
been approved. A separate I-797 will be issued with the names and 
dates of birth of children listed by the applicant, and it will indicate 
that they are named on the approved petition. These children are eli- 


Victims of human trafficking 
DCL GEN-06-09 


Battered immigrants-qualified 
aliens 

DCL GEN-10-07 

Note: Include the A# when filing a 
G-845 for VAWA cases. 
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VAWA verification 

U.S. Citizenship and Immigration 
Services 

10 Fountain Plaza, 3rd Floor 

Buffalo, NY 14202 

Attn: Immigration Status Verification 
Unit 
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gible for aid, and because their USCIS status continues after reaching 
the age of majority, their eligibility for aid continues as well. In some 
cases, a dependent child can petition for battered immigrant status; 
the I-797 would then indicate a self-petitioning child of a U.S.C. or 
L.PR. 


With a prima facie case, the USCIS will sometimes issue an I-797 
that indicates an establishment of prima facie case. This status is usu- 
ally for a period of up to 180 days, though the USCIS may extend that 
period until the case is approved or denied. Petitioners can submit a 
written request for the extension. As long as the deadline has not ex- 
pired, the person is eligible for FSA funds. Children may be included 
on the I-797, though their eligibility is subject to the same expiration 
date. If a spouse is ultimately denied approval, the children on the 
I-797 would also be denied and ineligible for aid. 


The I-797 form has a wider usage by the USCIS than for just the cases 
described here. Therefore, it is important to examine the notice care- 
fully. For example, USCIS may issue a Notice of Deferred Action, 
which is an administrative choice to give lower priority for removal 

of an immigrant from the United States. Such a notice could pertain 
to cases unrelated to petitions for battered immigrant status, and it 
would not be sufficient for documentation of a self-petitioner. More- 
over, it generally will have a termination date; a student with a petition 
approval or an establishment of prima facie case will be eligible for aid 
through that date and ineligible afterward. 


An immigration judge may issue a suspension of deportation of the 
abused person under the VAWA. ‘The applicant will receive a copy of 
the court order. As long as it has not expired and clearly indicates sus- 
pension of deportation by the judge, an otherwise eligible person can 
receive FSA funds. 


An immigration judge can also issue a cancellation of removal of the 
abused person under the VAWA. ‘The applicant will receive a copy of 
the court order. As long as that has not expired and clearly indicates 
cancellation of removal by the judge, an otherwise eligible person can 
receive FSA funds. 


You must examine the USCIS document and keep a copy in the stu- 
dent's file. If it indicates he is eligible for aid and the expiration date 
has not passed, you may award aid. If the student applies for FSA 
funds in a subsequent year, you may rely on the original document 
if it has not expired, but you must have the student provide a dated, 
written statement that his immigration status under VAWA remains 
in effect without change. If his documentation has expired, he must 
renew it. 


If documentation is lost or expired or if you are unclear about it, sub- 
mit a completed G-845 form and attach a copy of the document(s). 
Check “Box 9L—Other” of the form and specify “VAWA verification” 
and submit the items to USCIS. The student's eligibility for aid will be 
based on the result of the submission. 
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Jay Treaty 

Section 289 of the Immigration and Nationality Act (INA) gives persons 
with at least 50% Native American blood who were born in Canada the legal 
right to live and work indefinitely in the United States. This is based on the 
Jay Treaty of 1794 and subsequent court decisions. Such individuals are not 
subject to the legal restrictions typically imposed on aliens by the DHS, are 
not required to obtain documentation from the DHS, and are considered 
“lawfully admitted for permanent residence.” They also are permitted to have 
an SSN, which they must enter on the FAFSA. 


Students who may be eligible for FSA funds under Section 289 of the 
INA and who have a valid ARN should enter that on the FAFSA and indicate 
they are eligible noncitizens. If they fail the DHS match, they should submit 
their documentation with the G-845 form to DHS. If they fail paper second- 
ary confirmation, they can still be considered eligible if they meet the docu- 
mentation requirements below for students without an ARN. 


Jay Treaty students who don’t have a valid ARN should enter 
“A999999999” in that field on the FAFSA and report that they are eligible 
noncitizens. They will fail the match, and a comment 144 will be printed on 
the output document. The school must obtain proof that such a student has 
50% Native American blood and was born in Canada. To do so, the student 
should provide one or more of the following documents: 


¢ A “band card” issued by the Band Council of a Canadian Reserve, or by 
the Department of Indian Affairs in Ottawa; 


« Birth or baptism records; 


« An affidavit from a tribal official or other person knowledgeable about 
the applicant’s or recipient's family history; 


« Identification from a recognized Native American provincial or 
territorial organization. 


If the student can provide this documentation and is otherwise eligible, 
the school must note this in the student’s file and can award FSA funds. 


Ineligible statuses and documents 
¢ Persons with nonimmigrant visas include those with work visas, 

students, visitors, and foreign government officials. Someone with a 
nonimmigrant visa isn’t eligible for FSA funds unless she has a Form 
I-94 with one of the endorsements given in the eligible document sec- 
tion. Nonimmigrant visas include (but are not limited to) the F-1, F-2, 
or M-1 Student Visa, NATO Visas (NATO), A2 and A3 Visas (foreign 
official, including attendants), B-1 or B-2 Visitor Visa, J-1 or J-2 Ex- 
change Visitors Visa, H series or L series Visa (which allow temporary 
employment in the U.S.), or a G series Visa (pertaining to international 
organizations). Someone who has only a “Notice of Approval to Apply 
for Permanent Residence (I-171 or I-464)” cannot receive FSA funds. 
The State Department publishes a list of nonimmigrant visas at: http:// 
www.state.gov/documents/organization/87170.pdf. 
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Family unity status individuals have been granted relief from de- 
portation under the Family Unity Program. They may present an ap- 
proved Form I-817, Application for Family Unity Benefits. Previously 
they were eligible for FSA funds, but they are no longer eligible. 


Temporary residents are allowed to live and work in the U.S. under 
the Legalization or Special Agricultural Worker program. Previously 
they were eligible for FSA funds, but they are no longer eligible. 


Illegal aliens under the legalization (also called the amnesty) pro- 
gram established by the Immigration Reform and Control Act of 1986 
(IRCA). These individuals were given documentation that allowed them 
to work while their application for permanent resident status was being 
processed, but they aren’t eligible for aid unless their application was ap- 
proved. Documents they might have in the interim are the Employment 
Authorization Card (Form I-688A), or the Employment Authorization 
Documents (Form I-688B or the I-766). None of these documents quali- 
fies a student for FSA aid. 


Students with “Temporary Protected Status” stamped on their I-94 
forms. This is used for persons who are from countries that are in up- 
heaval, but the status differs significantly from refugee or asylee because 
it provides no conversion to permanent resident status. These students 
are not eligible for FSA funds. 


The Deferred Action for Childhood Arrivals (DACA) status 

is conferred by the USCIS office in the Department of Homeland 
Security. While students granted DACA are normally assigned a So- 
cial Security number, they are not eligible for Title IV aid. However, 
DACA status students may still be eligible for state or college aid, and 
submitting a FAFSA can help them access those other types of aid. To 
complete the FAFSA, DACA status students must enter their Social 
Security number and answer the “Are you a U.S. citizen?” question as 
“No, I am not a citizen or eligible noncitizen.” After submitting the 
FAFSA, the student should check with the school’s financial aid office 
to see what types of financial aid they may be eligible to receive. 


Students with a “withholding of removal” order issued by an immi- 
gration judge or by the Board of Immigration Appeals. This is used to 
protect a person from return to a country that threatens his or her life 
or freedom. This status is similar to asylee, but provides no pathway 
to permanent resident status. These students are not eligible for FSA 
funds. 


“U-Visa” holders are not designated as qualified aliens under 

the Personal Responsibility and Work Opportunity Reconciliation Act 
(PRWORA), and are therefore not eligible for Title 1V program funds. 
However, U-Visa holders may convert to lawful permanent resident 
(LPR) status after they have physically been present in the United 
States for a continuous period of at least three years after the date of 
admission given on their U-Visa. 
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Once LPR status has been granted, the holder of LPR status becomes 

a qualified alien under the PRWORA (see above), and thus potentially 
eligible for Title IV funds (assuming they meet all other eligibility re- 
quirements, for example, being enrolled as a regular student in an eli- 
gible program, having a high-school diploma or its recognized equiva- 
lent, etc). U-Visa holders should be encouraged to explore non-federal 
aid options to help them pay for school while waiting for their applica- 
tion for LPR status (I-485) to be approved. In addition to institutional 
aid, there may be scholarships, private funding, and state aid available 
to them. The website www.studentaid.gov contains information to help 
students search for possible scholarships and other resources. 


If the document a student submits is for an ineligible status, you 
shouldn’t submit the documentation for secondary confirmation. The USCIS 
can only confirm current immigration status based on the document pre- 
sented; it doesn’t determine whether the student is eligible for FSA funds. 
Unless the student can submit documentation for an eligible status, as de- 
scribed above, or USCIS confirms the student’s status as an eligible student, 
the student can’t receive aid. 


Using the G-845 for paper secondary confirmation 

To initiate paper secondary confirmation, you must complete a Form 
G-845 and send it to the USCIS field office for your area within 10 business 
days of receiving the student’s documentation. The G-845 (“Immigration 
Status/Document Verification Request”) is a standard form that asks the 
USCIS to confirm a noncitizen’s immigration status. See the USCIS website 
(www.uscis.gov) for more information on where to send the form and to 
download a copy of it. 


To complete the G-845, fill in each item on the top half of the form (be- 
ginning on the next page of the Handbook, see “The G-845, Part 1”). You 
must write the 15-digit DHS verification number that is printed in the 
match flag section of the SAR and ISIR in field number three, “Case Veri- 
fication Number,” on the G-845 form. Paper G-845 requests without this 
number will be returned unprocessed. Also, in box five, write the “SSN” in 
the space provided. You must write your name as the submitting official in 
box 11 and your school’s name as the submitting agency in box 12. Enter the 
DHS field office in the blanks under the “Attn: USCIS SAVE Program Status 
Verification Office” line (in the upper left-hand corner of Part 1) and your 
school’s name and address in the “From” space (just below the “to” space) in 
the left column of page 1 of the G-845. 


Photocopies of the front and back sides of the student’s immigration 
document must be attached to the G-845. Be sure to submit each pertinent 
visa and immigration document along with the form; the G-845 submit- 
ted by itself can’t be used to determine FSA eligibility. Never attach a copy 
of a Social Security card and/or driver’s license, as these documents are not 
acceptable for documenting citizenship or National status. If the student 
submits only these documents, do not complete a G-845 form. DHS will not 
confirm the student’s status without the supporting immigration document 
attached. The student is not eligible for federal student aid. 
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The ARN on the FAFSA and the 
DHS verification number 

When the CPS matches with DHS re- 
cords, a 15-digit verification number is 
assigned to the student and printed in 
the “FAA Information” section of the 
SAR and ISIR. This number is needed for 
paper secondary confirmation with the 
DHS. You should write the verification 
number at the top of the new G-845. If 
the student did not provide an ARN 
on the FAFSA, the match won’t be 
made and he won't receive a DHS 
verification number. He should make 
a correction to add the ARN so that the 
data match can be made and he can 
receive a verification number. If his ARN 
is eight digits, add a leading zero when 
making the correction. 


U-Visa information 

More information on U Visas may 

be found on the following website: 
www.uscis.gov/green-card/other-ways- 
get-green-card/green-card-victim-crime- 
u-nonimmigrant. 


A student who lost documents or surrendered them when entering pris- 
on is responsible for getting copies of them before the G-845 is submitted. 
(See “Replacing Lost DHS Documents”) You can request copies of immigra- 
tion documents directly from penal institutions at the request of the student. 
Send the completed G-845 and attachments to the field office serving the 
prison’s locale. 


Noncitizens may also present other documents, such as marriage records 
or court orders, that indicate the identity or United States residency of the 
holder. Although these documents may not serve as adequate proof of im- 
migration status, copies of them should be submitted with the G-845, as they 
may be useful to the status verifier. 


A status verifier at the district USCIS office will search the student’s 
record to confirm his immigration status, complete the “USCIS Response” 
section, and send the G-845 back to your office, generally within 21 busi- 
ness days of receipt. We recommend that you document any mailings to the 
USCIS and, if you haven’t heard back on a G-845 within 15 days, that you 
call DHS’s Case Resolution Team at 1-877-469-2563 to make sure the G-845 
was received (note: the Case Resolution Team and its contact information 
are available to SAVE registered agencies only. Do not give this number to 
students or anyone not authorized to submit the G-845). See www.uscis.gov/ 
save for contact and other information. Do not send a duplicate G-845 un- 
less the Case Resolution Team asks you to do so. 


If you don’t receive a response from the USCIS after at least 15 business 
days from the date you sent the G-845, if you have sufficient documentation 
to make a decision, and if you have no information that conflicts with the 
student’s documents or claimed status, you should review his file and deter- 
mine whether he meets the eligible noncitizen requirements. If he does meet 
the requirements, make any disbursement for which he is eligible and note in 
his file that USCIS exceeded the time allotment and that noncitizen eligibility 
was determined without their verification. 


When paper secondary confirmation results in an eligible status, you 
must keep the G-845. If the confirmation process indicates a discrepancy, 
you must ask the student to correct the discrepancy with the USCIS. No 
certification of loans or further disbursement of funds can be made until the 
discrepancy is corrected. If the discrepancy isn’t reconciled, the student must 
repay all aid except wages earned under FWS. Whenever the student is able 
to provide new information, it must be submitted to the USCIS on a new 
G-845. 


If you have followed the procedures outlined here, including notifying 
the student of the discrepancy and withholding further payments and loan 
certifications as soon as a discrepancy is found, your school isn’t liable for aid 
disbursed prior to paper secondary confirmation. This assumes that you had 
no other conflicting information prior to making the disbursement and had 
reviewed the available documentation and concluded that the student was 
otherwise eligible. 
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The G-845, Part 1: Information from the Registered Agency 
(the section you fill out) 

All schools using the G-845 to verify information for Title IV eligibility 
purposes are considered Registered Agencies. The previous G-845 form ex- 
pired on January 31, 2015, and may not be used after August 14th, 2015. The 
newly approved form expires on May 31, 2018. We describe in this chapter 
the contents of the revised G-845. Most of the items in this section are the 
same as the old form and are self-explanatory. The wording/numbering of 
some questions in Part 1 have changed, but the meanings correspond to the 
similar questions in Section A of the old G-845. 


Put your school’s name in the “from” field in Part 1 as you’ve done in 
the past. Under Applicant Information, “Immigration Document Number” 
has spaces to enter three numbers, the student’s Alien Registration Number 
(ARN), I-94 (Arrival-Departure Record) Number, or other immigration 
number (if the other two are unavailable). Only one of these three needs to 
be entered, with the ARN being preferred, if available. In field 3, “Case Verifi- 
cation Number,” enter the student’s 15-digit DHS Verification Number. This 
number is found in the Match Flag section of the student’s ISIR. Always leave 
fields 6 and 10 blank. In field 9, you must check “Education Grant/Loan/ 
Work Study.” Field 16 is an optional field for you to provide comments. 


The G-845, Part 2: USCIS Responses 

The status verifier will mark one or more of the checkboxes on the 
G-845. The following list explains whether checking a box means the student 
is eligible. Note that Section B has been revamped on the new G-845. Al- 
though the numbering and wording of some items has changed, the meaning 
has not changed. In reviewing the completed G-845, bear in mind that it re- 
flects the student’s most recent status with the USCIS and may show a differ- 
ent status than the documentation presented by the student. In this case, you 
should verify that both documents identify the same person. If they do, the 
status on the G-845 should be used since it is more current. 


For descriptions of the following immigration statuses, see the earlier 
sections on eligible and ineligible noncitizens and their documentation: 


1. “Lawful Permanent Resident alien of the United States” A stu- 
dent with this status is eligible for FSA funds. 


2. “Conditional Permanent Resident of the United States” A stu- 
dent with this status is eligible for FSA funds. 


3. “Applicant is employment authorized in the United States as in- 
dicated” This indicates the expiration date or that there is no ex- 
piration. Employment authorization alone/by itself doesn’t make 
the student eligible for FSA funds. Unless some eligible status is 
also checked or the student can provide other documentation that 
can be confirmed by the USCIS, the student isn't eligible for aid. 


4. “Applicant is not employment authorized in the United States” 
This block is checked when an alien's status prohibits employment 
in the United States. Students with this status aren't eligible for 
TIV aid. Citizenship and Immigration Services will initial and stamp 
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G-845 form response 

The status verifier at the USCIS field 
office will note on the G-845 form 

the immigration status the student's 
documentation supports. The form 
does not directly state whether the 
student is eligible for FSA funds. To 
determine that, you must check the re- 
sult of the status check as it appears on 
the G-845 against the information on 
eligible noncitizen statuses provided in 
this chapter. 


Status not confirmed example 
On his original application, Hector didn’t 
give his ARN and reported that he was 
a citizen. When the SSA didn’t confirm 
this, Hector told the aid administrator 
at Rivero University that he was a 
permanent resident. He made a 
correction, but the USCIS didn’t confirm 
his status as an eligible noncitizen. He 
explained to the administrator that he 
had applied for permanent resident 
status but didn’t have documentation 
yet. The administrator told him that 
when he had documentation that 

his application was approved, he 
should bring it to Rivero so that it 

could be submitted to the USCIS for 
confirmation. 


Procedures when ineligibility is 
determined after disbursement 
34 CFR 668.136(c) 
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When a student provides 

new documentation 5. 
If you have received a completed G-845 

for a student who was determined not 

to be an eligible noncitizen, but later he 

or she provides an updated immigra- 

tion document, do not complete a new 

G-845 form. First, make a correction to 6. 
verify name or date of birth/DOB on the 
student’s FAFSA. This will resend the 
record to DHS for initial and second- 
ary verification. If an eligible noncitizen 
code is not returned (in the usual time 
frame) on the resulting transaction, 
complete a new G-845 using the DHS 
verification number provided on the 
new transaction. 


Making a correction on a student's 

record with an “N” primary verification 

match flag and a “C,” “X,” or “N” second- 

ary verification match flag will produce 8. 
a new ISIR with a new DHS verification 
number. This new number can be used 
if DHS is unable to process a student's 
G-845 due to problems in the SAVE 
system. 


10. 


11. 


12. 


13. 


14. 


the front of the G-845 in the signature block. 


“Applicant has an application pending for the following USCIS 
benefit:” A pending application for an immigration status doesn’t 
by itself make the student eligible for FSA funds; he must have an 
eligible status checked on the form or provide other documenta- 
tion of an eligible status. 


“Applicant was granted asylum or refugee status in the United 
States” A student with this status is eligible for FSA funds. 


“Applicant was paroled into the United States under Section 
212 of the Immigration and Nationality Act (INA)” The student 
is eligible for aid if paroled into the United States for one year or 
more and if he has evidence from the DHS (such as having filed 

a valid permanent resident application) that he is in the United 
States for other than a temporary purpose and intends to become 
a citizen or permanent resident. If, for example, the start date was 
September 22, 2016, and the end date was September 21, 2017, the 
parole period would be for one year. 


“Conditional entrant of the United States” A student with this 
status is eligible for FSA funds if they are in the United States for 
other than a temporary purpose. 


“Nonimmigrant (specify type or class and expiration date)” 
Nonimmigrants are not eligible for FSA funds. 


“U.S. citizen” Because the verification request is used to check 
the status of immigrants, this box should be infrequently checked, 
and you should not see this in the financial aid office because, 

as explained earlier in the chapter, you would have reviewed the 
student's documentation, and if it showed him to be a US. citizen, 
you would not have submitted it to the USCIS. 


“Cuban/Haitian entrant of the United States” A student with 
this status is eligible for FSA funds. 


“American Indian born in Canada to whom the provisions of 
INA 289 apply” These students are eligible for FSA funds if their 
documentation supporting their status is adequate; for details, see 
the Jay Treaty section earlier in this chapter. 


“Mexican Born Member of the Texas or Oklahoma Band of 
Kickapoo Indians” If box 13 is checked, the financial aid ad- 
ministrator must contact U.S. Department of Education staff by 
emailing either Aaron Washington (Aaron.Washington@ed.gov) 
or Rene Tiongquico (Rene.Tiongquico@ed.gov). 


“Deferred Action for Childhood Arrivals (DACA)” A student in 
this status is ineligible for FSA funds, but may be eligible for State 
or private aid. See DACA section earlier in this chapter in Ineligi- 
ble Statuses and Documents section. Additionally, the Department 
provides information about DACA students in the “Financial Aid 
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15. 


16. 


17. 


18. 


19. 


20. 


for Undocumented Students” factsheet, which is available on Stu- 
dentAid.gov. 


“Temporary Protected Status (TPS)” A student in this status is 
ineligible for FSA funds. 


“Deferred Action Status” DHS has prosecutorial discretion to 
not pursue the removal of a person from the United States. Un- 
less some eligible status is also checked or the student can provide 
other documentation that can be confirmed by DHS-USCIS, the 
student is ineligible for FSA funds. 


“VAWA Self-Petitioner” See GEN-10-07. If 17.a is checked, the 
financial aid administrator must contact U.S. Department of Edu- 
cation staff by emailing either Aaron Washington (Aaron. Wash- 
ington@ed.gov) or Rene Tiongquico (Rene. Tiongquico@ed.gov). 
If 17.b is checked, the student is eligible for federal student aid. 


“Withholding of Removal” A student with a withholding of 
removal status is ineligible for FSA funds. 


“USCIS is searching indices for further information” This block 
is checked if the USCIS is withholding judgment, pending further 
investigation on the status or validity of documentation. This 
statement doesn't imply that the applicant is an illegal alien or the 
holder of fraudulent documentation. Benefits shouldn't be denied 
on the basis of this statement. 


“This document is not valid because it appears to be: (check 

all that apply) A. Expired, B. Altered, or C. Counterfeit.” No- 
tify the student that unless corrective action is taken with the 
USCIS, the case will be submitted to the Office of Inspector Gen- 
eral (OIG). Until this is resolved, no further aid may be disbursed, 
awarded, or certified. If the student does not take corrective action 
in a timely manner, you must report the case to the OIG. 


The G-845, Part 3: (USCIS Comments) 

Only DHS-USCIS SAVE status verifiers complete this information, and 
the student’s eligibility for federal student aid will be based on the DHS-US- 
CIS response in Part 2, and if other action needs to be taken, Part 3 will also 
be completed. 


1. 
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“Unable to process request without an original consent of dis- 
closure statement signed by the applicant. Resubmit request.” 
Ignore this comment; it does not apply to FSA applicants. 


“No determination can be made because insufficient informa- 
tion was submitted. Obtain a copy of the applicant’s most re- 
cently issued immigration document. Submit a new request.” 
Resubmit the G-845, this time with any pertinent data from the 
alien registration document (you've probably already submitted all 
available data, but in case you have not, do so). If the student has 
already submitted all available data, they are considered ineligible. 


Determining eligibility if USCIS 
response is late 
34 CFR 668.136(b) 


Lack of response example 

Felipe is a refugee and received aid 
from Rivero University. His status wasn’t 
confirmed through the DHS match, 

so Rivero had to perform secondary 
confirmation. The DHS didn’t respond in 
time, so Rivero paid Felipe without any 
response. When Felipe applies again, 
the CPS still doesn’t confirm his status. 
Even though Rivero began secondary 
confirmation for Felipe last year and his 
documents haven't expired, because 
the school never received a DHS 
response, it must perform secondary 
confirmation again. 
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3. “No determination can be made without seeing both sides of 
the applicant’s immigration document.’ Resubmit the G-845 
with copies of both sides of each document. 


4. “Copy provided of applicant’s immigration document is illeg- 
ible” Resubmit the G-845 with higher quality copies of the origi- 
nal documentation. 


5. “Unable to verify status based on the document provided.” If 
this is checked, DHS-USCIS was not able to verify the student’s 
status based on the documentation provided. The student must 
contact the appropriate agency, i.e., USCIS, Immigration and 
Customs Enforcement (ICE), or Customs and Border Protection 
(CBP) to correct their records. 


Student rights 

You must allow the student at least 30 days from the time you receive 
the output document to provide documentation of his immigration status. 
During this period and until the results of the secondary confirmation are re- 
ceived, you can’t deny, reduce, or terminate aid to him. Ifthe documentation 
supports the student’s status as an eligible noncitizen, and if at least 15 busi- 
ness days passed since the date on which the documentation was submitted 
to the USCIS, you can disburse aid to an otherwise eligible student pending 
the USCIS response. 


Your school isn’t liable if you erroneously conclude that a student is an 
eligible noncitizen, provided that you had no conflicting data on file and you 
relied on: 


« A SAR or ISIR indicating that the student meets the requirements for 
federal student aid; 


« A USCIS determination of an eligible immigration status in response 
to a request for secondary confirmation; or 


¢ Immigration status documents submitted by the student, if the USCIS 
did not respond in a timely fashion. 


The student (or parent borrower of a PLUS loan) is liable for any FSA 
funds received if he is ineligible. If you made your decision without having 
one of these types of documents, your school is held responsible for repaying 
FSA funds to the Department. 


Your school should establish procedures to ensure due process for the 
student if FSA funds are disbursed but the aid office later determines (using 
secondary confirmation) that the student isn’t an eligible noncitizen. The 
student must be notified of his ineligibility and given an opportunity to con- 
test the decision by submitting to your school any additional documents that 
support his claim to be an eligible noncitizen. If the documents appear to 
support the student’s claim, you should submit them to USCIS using paper 
secondary confirmation. You must notify the student of your office’s final de- 
cision based on the secondary confirmation results. 
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® START HERE - Type or print in black ink. 


Part 1. Information From the Registered Agency 


NOTE: Only the Registered Agency should complete this 
information. 


To: US. Citizenship and Immigration Services (USCIS) 
Ath: USCIS SAVE Program Status Verification Office 


Stamp, bype, or prim the name, aelchress, anal 2P Code of the 
Registered Apency. (Print clearly since USCIS may use 
agency addrese below with a ho. 10 window envelope.) 


From: 


Immigration Document Number 


La. Alicn Registration Number (A-Number) 
A- 


1b. For 1-94 Number (Arrival Reo 
i 
Let. one 


Ld. Name or Form Nomber af Document Commining the 
Ober Immigration Number 


Applicant's Full Naot as Shown on the Loumigration 


Document 


fa. Las Name 
a 
te MiddeNme[ 
Ferm f3-E45 O8/2IN15 
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Verification Request 


Department of Homeland Security 
U.S. Citizenship and Immigration Services 


Mease soe nex page for additional information. 


Uscis 
Form (4-345 
OMB Ke. 16140101 
Eaxpins: 03/71/2008 


3. ‘Case Verification Number 


ee 
§. Social Security Number 
"ITT ttt 


6 Stadent and Exchange Visitor Information Sysien 


-_ Sumber 
7, — ofr — 


Decuments Atinelved (Select oll that apply) 


fe. [Photocopy of most recently ised ieemigration 
document atached. Eneure copies are legible and 
mde from an onipinel decement ihe mmipraton 
document ia printed on both sides, attach a copy of 
the front amd back, 


Sb. [| Other Information Attached f} 


iy Doournents 


Benefits Sought 
Qe. [|] Backpround Check 

Sb. [] Driver's License ID 

Sec. [7] Education tirant/Loan’Work Study 
9. [—] Employment Authorization 

%e. [|] Food Simp 

$f [—)] Housing Assistance 

9g. [|] Medicald’Medical Assistance 
@%h. |) Social Security Number 

#L || S51 or RSDI 

9). ( TANF 

#k |) Unemployment Insurance 


91. [) Other — 
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Applicant's Last Name 


10. Regisiersd Apency Case Number 


Lo 


Full Some of Ageney Oficial 


paren [| 


1X Tile ae OMceal 
13.4. _— — & Muaber ere 


13.b. Extension Number (if applicable) 


14. Fax Number (if'any) (Include Arca Code} 


18) Date Request Completed 


(mmvecyy) [ 
aie 


Form G-B5 (S01 WK 


1-44 


Please sed oext pape for additional information. 


Glossary-Acronyms CFR DCL 


Case Verification Number 


NOTE: Only USCLS should conmpbete this information. 
Upon neview of these dacuments, evormaiion submitted, and 
our records, we fied the following for the applicant: 

1 [-] Lawful Permanent Resident of the Limited States 


ZL LJ Comlitinggl Permanent Resident of the Leibeal 
Slates 
3. [C) Applicant is employment authorized in the Unined 
Staves aa indleared: 


(L] No Expiration Date (Indefinite) 


(_] Expiration Date 


(mmddyy) | 


() Previews Employment Authorisntion Cubes 
Stan Dare (mmddyy) End Dane (mend 


4. (() Apeleantis not employment authorized in the 
rater! States: 


§ |] Apalicant has an application pending for the 
USCIS bene fir: 


& | | Apolicant was granted avylum or refeger status in 
the Unized Starnes 
7 [|] Applicant wae parobed inte the United States under 


accion 212 of the lmmipration amd Nationality Act 
(INAL 


(_) No Expiration Date (Indefinite) 
("] Parole Cirunted Gate 
comatyy [| 
(_) Parole Expiration Date oe 
(mmddyy) | | 
& [_] Conditional entrant of the United States 


9 [ | Nonimmigrant (Specify type or class and expintion 
date) 


= co Class 
Expiration Date (man/ddiyyyy) | | 


mW. [] US. Citieen 


Page 2 of 3 
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Applicant's Lact Name Applocant’s First Name Case Verification Number 


eS | a 


3. (] No determinarion can be made without sscing both 
sides of the applicants immignition document. 


ii. |) Cuban‘Haltian eotrant of the United States Altech copies (from and back) of the applicant's most 
2 O. an Indian born in C ta lo whoen the: recently feued ommigrition document aed suhensl a 
provisions of INA 289 apply. reac cas 
4. ((] Copy provided of applicant's immigration document 
—E— is WHegible. Submit a new request with legible 
(mended yy yy) | | documents, 
13. rl Aiesicon Boro Member of ibe Teses or Oklabeena 3. rl Linoble to wertly status based on the docurnent 
Band of Kickapoo Indians provided. Lf this ia the applicant's poet rocently 


a. (1 F872 Issuance Date: Bec IEIMigmtion document, eher the applecand be 


the document issuing authority. 
(onow'dellyyyy) | 6 OC ote 
COA (KIC or RIF) 


b. [7] Other foreign bom American Indian Date 
of Entry: 


(mended yy yy) | | 
COA 
| 
14, |) Deferred Action for Childhood Arrivals (DACA) 
18. |) Temporary Protected Status (TPS) 
14. [7] Deferred Action Stutus 
17. [) VAWA Self-Petitioner 
a. [| Pending prima fack VAWA self-petition 
b. [|] Approved VAW.A sell-petition 
18. [| Withholding of Removal 
19. |_) USCIS is searching indices for further information 
20. [-) This document & not valid because it appears to be: 
(Select all that apply) 
a. (_) Expired - a 
b. [) Altered USCIS Stump 
e. [|] Counterfeit 


Part 3, USCIS Comments 


MOTE: Qaly USCIS should complete this information, 


1.00 (2) Unable to process request without an original consent 
of disclosure slatement sapped by the applicant 
Freswhmit sequess, 

z C) Bio determimition can be rade bess isalficient 
information wir submited (obtain in caepry ae the 
applicant's most recently issued oem gration 
acumen. Sushareit a mew reaped. 


Form Geld O2/2015 Bs Page } of 3 
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The Freely Associated States 
The Compact of Free Association (P.L. 
99-239) created three political entities 
from the former Trust Territory of the 
Pacific Islands. Two of these entities, 
the Marshall Islands and the Federated 
States of Micronesia, voted in 1986 to 
end political ties with the United States. 
The third entity, Palau, voted to ratify 
the compact in 1994; its independence 
was effective October 1, 1994. These 
three entities are the Freely Associated 
States. 

34 CFR 600.2 


Pseudo-SSNs for Pacific 
Islanders and the FAFSA 
Electronic Announcement Nov 20, 2013 
For more details on SSNs for Citizens of 
the Freely Associated States, see Chap- 
ter 4 of this volume. 


No FSEOG and FWS 

The Compact of Free Association 
Amendments Act of 2003, or the 
Compact Act, eliminates eligibility for 
citizens of the Republic of the Marshall 
Islands (RMI) and the Federated States 
of Micronesia (FSM) for FSEOG and 

FWS funds. To mitigate this loss, the 
Compact Act authorizes Supplemental 
Education Grants (SEGs) that may be 
awarded to the FSM and RMI. For more 
information, students of the FSM and 
RMI should contact their local education 
authority. Also under the Compact Act, 
students who are citizens of the Repub- 
lic of Palau will continue to be eligible 
for FWS and FSEOG through the 2016- 
17 award year. 


For every student required to undergo secondary confirmation, you must 
furnish written instructions providing: 


An explanation of the documentation the student must submit as evi- 
dence of eligible noncitizen status; 


Your school’s deadline for submitting documentation (which must be 
at least 30 days from the date your office receives the results of the pri- 
mary confirmation); 


Notification that if the student misses the deadline, he may not receive 
FSA funds for the award period or period of enrollment; and 


A statement that you won't decide the student's eligibility until he has 
a chance to submit immigration status documents. 


CITIZENS OF THE FREELY ASSOCIATED STATES 

Students who are citizens of the Freely Associated States—the Federated 
States of Micronesia and the republics of Palau and the Marshall Islands— 
are eligible for Pell Grants (citizens of Palau are also eligible for FWS and 
FSEOG; see the margin note) but are not eligible for FSA loans. They should 
indicate on the FAFSA that they are eligible noncitizens and leave the ARN 
item blank. If the student doesn’t have an SSN, he enters 666 and ED will 
give him a number to use, or if he was given a number in the previous year, 
he should use that (for a more extensive discussion of SSNs, see Chapter 4 of 
this volume). Such students must continue to use the same ED-assigned SSN 
due to Pell Lifetime Eligibility Used (LEU) rules. Because he isn’t giving an 
ARN, his application won’t go through the DHS match. As long as his file 
contains consistent information on his citizenship, you aren’t required to col- 
lect documentation. 


Citizens of the Freely Associated States whose applications were sent 
through FAA Access to CPS Online may indicate that they are eligible non- 
citizens, and their state of legal residence will be confirmed. If they are deter- 
mined to be residents of the Freely Associated States, they won’t be required 
to provide an ARN. 
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DOCUMENTING IMMIGRATION STATUS 
IN LATER AWARD YEARS 

There are several cases in which you must document a student’s im- 
migration status in a subsequent award year if that student again is not con- 
firmed through the application process. 


For example, a student who presented a Temporary Form I-551 in a pri- 
or award year should have received a permanent I-551 by the next year and 
shouldn’t still have a temporary card. You should refer the student to USCIS 
to obtain a permanent I-551 or an updated endorsement on the previous 
card. The documents should also be submitted to USCIS along with a G-845. 


You must also document the eligible noncitizen status each award year 
for a conditional permanent resident, a refugee, a Cuban-Haitian entrant, or 
a person granted asylum. Students in any of these categories may have been 
redesignated to permanent-resident status or may have had their statuses 
revoked. You will have to send the documents for secondary confirmation 
if the student’s status isn’t confirmed through the USCIS match. You don’t 
have to document a student’s eligible noncitizen status in subsequent award 
years if you've documented that the student is a U.S. citizen or national, is a 
citizen of the Freely Associated States, or has a Form 1-551 or I-151. 


In addition, you aren’t required to perform secondary confirmation if, 
for a previous award year, it showed that the student was an eligible non- 
citizen and the documents used for that secondary confirmation haven’t ex- 
pired. You must also have no conflicting information or reason to doubt the 
student’s claim of having eligible noncitizen status. Also note that you must 
have confirmed the status in a previous award year. You may disburse aid 
without the USCIS response if the USCIS doesn’t respond in time, but you 
can’t count that lack of response as confirmation for the following year. 
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Exclusion from subsequent 
secondary confirmation 
34 CFR 668.133(b) 


REPLACING LOST DHS DOCUMENTS 

If a student can’t locate his official USCIS documentation, the student 
must request that the documents be replaced because noncitizens who are 18 
years and older must have immigration documentation in their possession 
at all times while in the United States. Requests for replacement documents 
should be made to the nearest USCIS District Office. 


The student will be asked to complete a Form I-90, “Application to Re- 
place Alien Registration Card” or a Form I-102, “Application for Replace- 
ment/Initial Nonimmigrant Arrival-Departure Document.” PDF versions of 
these forms can be downloaded from the USCIS website at www.uscis.gov. 
A temporary I-94 may be issued while the replacement documents are pend- 
ing. 


In cases of undue hardship, where the student urgently needs documen- 
tation of his status, the Freedom of Information Act (FOIA) allows him to 
obtain photocopies of the documents from the USCIS District Office that is- 
sued the original documents. The student can submit a Form G-639 to make 
this request or can simply send a letter to the district office. If he is not sure 
which district office issued the original documents, he can submit the request 
to the field office nearest to his place of residence. 
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CITIZEN NOT BORN IN U.S./NONCITIZEN NATIONAL 


U.S. Passport 
Can be used to document 
citizenship for citizen born abroad. 


For a noncitizen national, must be 
stamped “Noncitizen National.” 
(Note that a passport issued by 
another country may be used to 
document permanent resident 
status if it has the endorsement 
“Processed for I-551” and has a 
currently valid expiration date.) 


F 4 » 
ee : U.S. Passport Card 
a - et This resembles a credit card in 
ee gam ie = size and form. Though it cannot 
C be used for international air 
oe BT Nm ; travel, it is, like the passport 
Ait YORK. usa is book, proof of US. citizenship. 

1 May t 


Certificate of Citizenship 
‘The Certificate of Citizenship is 
issued to persons who were 
born abroad of U.S. parent(s), 
who became citizens when their 
parents were naturalized, or 
who were adopted by U.S. 
parents. 
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Certificate of 


Naturalization 

‘The Certificate of 
Naturalization is issued 

to naturalized US. citizens. 


rca che opie gf dul Chpetwraw | SRM 


ba a =r oh aes i ee oe he gtd gt 


hate gar: AANA me - P A revised version 
_— .~ a oe of the Certificate of 
Se ee We vo er wee hie eed Be ree gt | , zs 

+ ih Sy es ' Naturalization (Form 


i= mun 


a een ee eo ’ N-550) was created in 
Pe Oe ae : ‘! 201 0. 


All previously issued 
certificates remain valid. 


A ri 
wed mee bee acters ge See & 


= TEST CERTIFICATE 


a oe 


Certification of 
Birth Abroad 


Issued to U.S. citizens 
born abroad. Must have 
embossed seal of the 
State Department. 
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CITIZEN NOT BORN IN U.S./NONCITIZEN NATIONAL 
PERMANENT RESIDENT/OTHER ELIGIBLE NONCITIZEN 


Form CBP I-94 

Here is a sample paper form. 
Although such are no longer 
normally issued for air and sea 
arrivals, legacy paper forms are 
still valid and in use, and one 
may still encounter recently is- 
sued valid paper forms. 


Depatuce hunber 


bOe4+10985 20 
ae eee ee pe torn 


a ot 
Department of RD re F 
Homeland Security " 


CEP [-044 (11/04) fe 
Departure Record 13 


ie 
3 
Fieve Hore 


RAZURA RENTERIA 


Fit (een) Hee 


SANDRA EDITH 


MEXICO 
20110921 US-VISIT 20110921 MULTIPLE 


04021 4 
oEP 21 20 33 
Form CBPI-94A ™ ~ Mar 20 2012 
Below, the computer-generated 
Form CBP I-94A replaces 
the paper Form I-94 that 
was completed manually. For 
eligible noncitizens, it must be 
annotated as described earlier 
in this chapter. 


fo Cate (Cay Me 


14,09 78 


See also the I-94 website at: 
www.cbp.gov/I94. The website 
allows you to look up I-94 stu- 
dent data, if the student grants 
you permission to do so. 


See Other Side STAPLE HERE 


U.S, Customs and Border Protection 


Saeceriag america's Mares 


Ce 
Exper Clete DTS 


at De efor 


Mitt Paboarie Ba 


kdminzien (144) Record Member: 43013030 
Asa Baten Date of Bang: 2074 January ta 
Slats of Acminaien: FA 

seein Ure Diatee es: 


Cored: provided on pap fed lefonmnagen bore: 


he ae cL 

Aint (Grem] Kame GIT LEN 

Girth Date: A January Ba 
Pussport umber: | AIKOOG 


Coury of ere: Tene 


| Geet Towel Mintory | 


D> feces gen 3a Sch Ged meget seme ae ene pe BS ke ety A ie pe ap pL 
ret be fn prereacesl p greg F pres BE orp gd eengege pees) pee ey ope cores a Ll poe pt 
sieriaedets Lee CFA 9 1 dt 


De res ears ec TR at Hes epee gcc ee ee pa edema DA es ey 
ibis! eer) de es ceed by Bol gery ery 


BE ticker Pee wees epasciemas nog res meine Mad peas oleae peice eeereaes ales pepe Barve Prowhesli nebieceg pour Lhd eurcihes 
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I-94 Arrival-Departure Record 

For permanent resident status, must be stamped “Processed for I-551” with expiration date or “Temporary Form 
I-551” with appropriate information filled in. For other eligible noncitizens, must be stamped as Refugee, Asylum 
Status, Conditional Entrant (before April 1, 1980), Parolee, or Cuban-Haitian Entrant. 


——— —s 


I Mgrieag ~ a eevermigrard wha arenes weed hemend reply eee oa eabett 1 
Bieter tee. omer tae eel OP 
WHeekI bse ol eee 2 SS ee eee 
tty in SF cme dere: inal eared as Ley Bid LT ced a el ad eee ee thee Poem To 
| me Se re ee tt 
a $$ Seaatecibey thi josie Siw pone beater te LA 
Demag ee deta SEP 1 3 mai = Ay as, Ha hee, 
te elnead oo F. ‘ F 
star bE iu Sams tetas eee sk Sed 
=i elena rere im Pd ameter to Beenie 
Qnperterr Herend pega. SEAAn] pads a Lee pase af Farm 3 Celeron ie pore 
UTS on Afar fhe, IEF eS EEE Ee 
SSS ea Deperters lreer 
Beis, 
Carer 
= =a Wigley Ol Paes 
Sane dither Sie STAPLE HERE Var cae ip ear sopercetrniond of Deocrmreie, |B deerinmeed Praning difiee 
Beriegess fr pig 


United States Travel Document 

(front cover) 

This contains the Reentry Permit (Form I-327) and 
the Refugee Travel Document (Form I-571). It is 
used by lawful permanent residents, refugees, and 
asylees and will be annotated as described earlier in 
the chapter. 


Re-entry permit (iH 


USCIS issues the Form I-327, 
Re-Entry Permit to permanent 
residents and conditional resi- 
dents to allow them to re-enter 
the United States for a period of 
two years. The re-entry permit is 
found in the U.S. Travel Docu- 
ment. 


TPUSASPEC IMENC€ TEST CV OL OCetceeccceccecece ces 
S000? 4008 FT REROOO401FROTOSS1 GL INOS FT PSO0DE<20 
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PERMANENT RESIDENTS 


Permanent residents are issued identification cards that they are required to have in their possession at all times. The 
first Alien Registration Receipt Card was introduced in 1946 and through various revisions was primarily green, which 
caused it to be known as a “green card.” This term is still used, though the cards have changed color over the years. 


Alien Registration 
Receipt Card I-151 Ee A ta 
(front and back) Sipe Pa ; bier 
Issued prior to June 1978 
to permanent residents. 
Note: As of March 20, 
1996, Form I-151 is no 
longer acceptable to USCIS 
as evidence of permanent 
residence, though it may be 
used to receive FSA funds. 


be 
te, 
i, 
1. 
ws 
‘ 
hs 
au, 
Me 
Sat 
i) 
le 
o 
= 
J 
= 


1 

4 

i 
t 
a 
é 
i 


Resident Alien Card mat 

1-551 (two versions, front only) : as 

The I-551 is a revised version ae aa, = Ch as 

of the I-151. It was phased ii aot | > 
in beginning in January 1977 : ot q 

and was revised in 1989. The L° oe Pf let ae 
“Conditional Resident Alien ——ae 4 Se | pe aa 

Card” is identified by a “C” ie = am SAMPLE CARD 


on the front and an expiration 
date on the back. 


Permanent Resident ceaittieeatto usr 

Card I-551 (front only for CIUSAOZ2ZI4SSTOIEACHTIONS SEES << C1USADOOOOONIO2ZsRcO00O00R00N<< 
older versions, front and back for SPIOOSORPSTIDISAC ANS etc ecccecdeg EDO IDIOFSOOIOSZSLVAtteeddedceD 
the current version) a 7 VOIPC“VYO (Ptedtdcdddddecddeddcde 
The Permanent Resident Card “ 

was introduced in December (1997) (2004) 


1997 and revised in 2004. In 
2010 it was again updated, Phe PERMANENT. RESIDENT 
with the color green used once a oT Fy. 
more in the design of the front oe 
of the card. 


EEL, SC 


oe eS es ee 2 eee ee ee eee 


CIVSADOOOOOOO1 isRcOOOOOOo001<< 


ee 
vot i | 
¥ Omri : 2 J 2O0IDT2FOTOR2 1L4LUTPHeeeeeeeeees 
te = SPECIMENS ATES TCWG IL Dtcedid ddd 


(2010) 
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CEP |-94 Website Printout 


UWS. Custom 


CBP I-94 Website NEW»), 


Printout 5 di 4 
Travelers have access to their electronic = 
I-94 via www.chp.gov/194. The website el —— 
printout serves the same purpose as any Admivaion (4) Number Retrieval f 


other 1-94. A sample of what the printout sca i Wen ie ‘ 
looks like is shown here. 


Sand Border Protection 


Bae iag Ase Be 


sit etl Base (MMO Yc Me oad 


Deets privicded ge Ackrilidicey] 34) toarn 


la-wh Marre ul 

lornt QGevend Fare LRA 

Forth, Chae, (MLE Dab FF) Mode J 
Panspery haueaner POIANA { 


Fink ee pe ete, We 
fete of inary a | en 
Clean of Adkerenctiore ca il 


Faw ero, bon! wate or leper age cp ease etree ehomades. preiaet year Bo 


feign erties, a ee 


hcl sa Stal 7 


Machine Readable Immi- 


grant Visa (MRIV) 

The MRIV will appear in the holder's 
(foreign) passport. If the passport 

is unexpired and endorsed with 

an admission stamp and the state- 
ment, “Upon endorsement serves as 


temporary I-551 evidencing perma- hes oangoneo 
nent residence for 1 year,” it serves ae 

as a temporary I-551 and as valid 2S SO SEP ak SEC 1 GE ETI HT : 
documentation for establishing aid SARS ATRAVELERS Hh PE ea eat 
eligibility. | SSS PEABCAGHRSSOZO SAF O41 22361 FLAN DOOARSEOS085 


sr! 3 FSA HB Jul 2016 


1-54 


NSLDS Financial Aid 
History 


Glossary-Acronyms CFR DCL 


CHAPTER 3 


Students who have previously attended other colleges may have a financial aid history 
that affects their eligibility for FSA funds at your school. You can review a student’s 
financial aid history by using the National Student Loan Data System (NSLDS) online 
at www.nsldsfap.ed.gov; for questions call 1-800-999-8219. NSLDS will also help 

you track changes to the student’s financial aid history through the postscreening and 


transfer student monitoring processes. 


person generally isn’t eligible for FSA funds if he is in default on an 
FSA loan or he owes an overpayment on an FSA grant or loan and 
he has not made a repayment arrangement for the default or overpayment. 
Also, for a parent to receive a PLUS Loan, neither the parent nor the student 
may be in default or owe an overpayment on an FSA loan or grant (though a 
parent in default on a PLUS loan does not make a student ineligible for aid). 
Exceptions to these general rules are noted in the discussion below. 


Any student applying for FSA funds must certify that he isn’t in default 
on any FSA loan and doesn’t owe an overpayment on any FSA grant, or that 
he has made satisfactory arrangements to repay the overpayment or default. 
This certification statement is printed on the Free Application for Federal 
Student Aid (FAFSA). 


A student is also ineligible if she inadvertently exceeded annual or 
aggregate loan limits. When this occurs, you must identify the loan(s) 
that resulted in the overborrowing and discuss the overborrowing with the 
student. The student can regain eligibility by repaying the extra amount 
borrowed or making arrangements, satisfactory to the loan holder, to 
repay it. See Dear Colleague Letter GEN-13-02 and Volume 4 of the FSA 
Handbook for more details. 


A student who has been convicted of, or has pled no contest or guilty 
to, a crime involving fraud in obtaining FSA funds must have completely 
repaid the fraudulently obtained funds to the Department or the loan holder 
before regaining aid eligibility. Any Perkins or Direct Loan so obtained is not 
eligible for rehabilitation. You can handle this requirement as you would a 
judgment lien—you don’t need to collect certification from each student but 
can deal with the situation when you become aware of it. 


Finally, a student is ineligible if his property is subject to a judgment 
lien for a debt owed to the United States, and a parent can’t receive a PLUS 
loan if either the student or parent is subject to such a lien. For example, if 
the Internal Revenue Service (IRS) has placed a lien on a student’s property 
for failure to pay a federal tax debt or make satisfactory arrangements for 
repayment, the student would be ineligible for federal student aid. 
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FSA loans 

> Direct Subsidized Loans and Direct 
Unsubsidized Loans 

> Direct PLUS Loans (for parents or for 
graduate/professional students) 

> Direct Consolidation Loans 

> Federal Perkins Loans 


The following loan types from earlier 
programs also appear in NSLDS: 

=> Federal Stafford Loans (subsidized 
and unsubsidized) 

> Federal PLUS Loans 

> Federal Consolidation Loans 

> Federally Insured Student Loans 
(FISL) 

> Guaranteed Student Loans 

> Supplemental Loans for Students 
(SLS) 

> National Direct Student Loans and 
National Defense Student Loans (prede- 
cessors of Perkins Loans) 

> Income Contingent Loans (ICL) 


Federal default and debt 
HEA Sec. 484(a)(3), 484(f), 
34 CFR 668.32(g), 668.35 


Loan limits and eligibility 

See Volume 3, Chapter 5 for loan limits 
HEA Sec. 484(f), 

34 CFR 668.32(g)(2), 668.35(d) 

DCL GEN-13-02 


Financial aid history 
34 CFR 668.19 
Dear Colleague Letter GEN-96-13 
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Judgment lien example 

When Charlotte provides her parents’ 
tax return to the aid administrator at 
Brandt College, he notices that they've 
reported business income but didn’t 
report a business asset on the FAFSA. 
Charlotte explains that they didn’t 
report the business as an asset because 
there’s a lien against the business for a 
federal loan. The aid administrator tells 
her that the asset must still be reported, 
and also that her parents won't be able 
to borrow a PLUS Loan as long as they 
are subject to the lien. 


Example of incorrect NSLDS data 
Lydia is a first-year undergraduate at 
Bennet College and has never attended 
college before. When Bennet receives 
Lydia’s ISIR, it shows that there was a 
partial match, and there is some data 
associated with her SSN. Bennet checks 
with the NSLDS CSC and learns that 

a guaranty agency is reporting a loan 
made years ago (when Lydia was in ele- 
mentary school) under her SSN but with 
a completely different name and birth 
date. Bennet determines that this isn’t 
Lydia’s loan, so she has no financial aid 
history in NSLDS. Bennet also suggests 
that Lydia provide documentation that 
the SSN belongs to her so the school 
can request that NSLDS data be correct- 
ed to prevent problems for her later. 


Adding a school and the NSLDS 
match 

When a school is added after the FAFSA 
has been submitted, it goes through 
the NSLDS match again rather than be- 
ing processed in real time. This ensures 
that the new school receives the latest 
financial aid history (FAH) on the ensu- 
ing transaction. This does not affect 
schools’ responsibility to use transfer 
student monitoring. 


To supplement the ISIR and ensure a 
student's history is considered, some 
schools submit entire rosters of FAH re- 
quests. See the TSM/FAH processes and 
batch file layouts posted on the IFAP 
website at the NSLDS Reference Materi- 
als link under Processing Resources. 
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When the FAFSA is processed, the Central Processing System (CPS) 
matches the student against the National Student Loan Data System 
(NSLDS) to see if she is in default, owes an overpayment, or has exceeded the 
loan limits. The CPS doesn’t perform any matches to determine whether or 
not the student is subject to a judgment lien for a federal debt, and you aren’t 
required to check for such liens. However, if you know that she is subject to 
such a lien, you can’t pay her FSA funds. 


NSLDS MATCH 

To help you identify students with problems such as defaulted loans or 
overpayments, the CPS matches the student against the NSLDS database 
to obtain her financial aid history. You must resolve any conflicts between 
NSLDS and other information you have about the student before disbursing 
FSA funds (for example, if NSLDS shows that a student isn’t in default but 
you have documentation showing that she is in default). The results of the 
NSLDS match are provided on the SAR and ISIR on the NSLDS Financial 
Aid History page. As with other matches, a “C” next to the student’s 
expected family contribution (EFC) indicates problems that must be resolved. 
See Appendix B of the ISIR Guide for the complete tables of NSLDS match 
results. 


Successful match 

The SAR and ISIR will contain the NSLDS financial aid history only 
if the student’s identifying information matches the database and there is 
relevant information for the student in the database. Ifthe student has no 
defaults or overpayments or has made satisfactory repayment arrangements 
on a defaulted loan, the NSLDS match flag will be 1 and no C code will 
appear on the output document. A match flag of 2, 3, or 4 indicates that 
the student has defaulted loans or owes an overpayment or both. You will 
need to document that the problem has been resolved before disbursing aid. 
Note that for “real-time” processing—if a student uses Corrections on the 
Web or an aid administrator uses FAA Access to CPS Online—the CPS does 
not match against the NSLDS database (except when a school is added; see 
the sidebar), but the output document will show NSLDS data from the last 
transaction that did match against NSLDS. The ISIR might not, therefore, 
reflect the most current information. 


No data from match 

There are several reasons why an output document may not have 
financial aid history information: for example, if the application was rejected 
for lack of a signature or if identifying information was missing. For other 
cases, you can check the NSLDS flags reported in the “FAA Information” 
section. 


Y Partial match. If the student’s SSN is in the NSLDS database but 
the first name or date of birth don’t match what the student reported, no 
financial aid history will be reported and the output document will have 
an NSLDS match flag of “7” and a C code. There will also be a comment 
explaining why the financial aid history isn’t given and directing the 
student to work with the school to resolve any discrepancies. A partial 
match requires resolution; otherwise you won't have information from 
the Department on defaults and overpayments. If the student originally 
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reported incorrect identifying information, you can have them submit 
correct information, which will be sent through the match again. If the 
student did not submit incorrect identifying information, you can call the 
NSLDS customer support center (see sidebar) for help with determining 
the identifiers with the SSN in the NSLDS database. If you discover the 
discrepancy is due to the student misreporting the name or date of birth on 
the FAFSA, you should have the student make a correction. However, you 
may use the NSLDS record to determine the student’s eligibility; you don’t 
need to wait for the corrected data to be reported. 


If you find that the financial aid history associated with the student’s SSN 
doesn’t belong to the student, you should assume that the student has no 
relevant financial aid information. You may request that the data in NSLDS 
be corrected by providing relevant supporting documents. NSLDS will 
work with the previous data providers to correct the identifiers. You aren’t 
required to request a correction; however, doing so will prevent the same 
FAFSA response in subsequent award years. 


V Student not in database. If a match with NSLDS is completed but 
there’s no information on the student in the database, the output document 
will comment that the student’s SSN is not associated with any financial 
aid history. You can assume this is correct unless you have conflicting 
information. If you believe NSLDS should show a loan history, help the 
student by contacting the appropriate loan servicer or, for FFEL, guaranty 


agency. 


V No relevant history. If a student’s SSN matches a record in the 
NSLDS database but there’s no relevant financial aid history to report, no 
information will be on the output document, because it isn’t needed to 
determine the student's aid eligibility for the current award year. Conversely, 
if a student has relevant prior data, for example a prior Pell award, that will 
appear on the SAR/ISIR. The SAR and ISIR will have a comment that the 
student’s record was matched with NSLDS but no information was found to 
print on the NSLDS page. 


Y Processing problem. If there was a problem with the match, the 
SAR and ISIR won't include financial aid history information. The output 
document will have a C code and a comment explaining that the CPS 
couldn’t determine whether the student has loans in default and will direct 
her to contact the financial aid administrator. You must get the student’s 
financial aid history before disbursing aid. If she has to make corrections 
of any kind, her information will go through the match again when the 
corrections are submitted, and you can use the results of that match to 
determine her eligibility. 


Postscreening—changes after initial match 

Once you receive the financial aid history through NSLDS, you aren’t 
required to check for changes to the data before disbursing funds to the 
student. But if you learn from NSLDS or another source that the student was 
not or is no longer eligible, you must not disburse any more FSA funds and 
must help make sure the student arranges to repay the aid for which he/she 
wasn't eligible. 
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NSLDS Customer Support Center 
1-(800)-999-8219 


Example of misreported 
information on the FAFSA 

When Krieger University (KU) receives 
Rob's ISIR, it shows that there was a 
discrepancy with the NSLDS database, 
so no financial aid history information 

is provided. The aid administrator at 
KU asks Rob if he provided the correct 
name and birth date on the application. 
Rob says he wrote in the wrong month 
for his birth date, but his name is 
correct. The administrator checks the 
NSLDS database using Rob’s first name, 
SSN, and date of birth. NSLDS shows 
the correct birth date, but the first name 
of the student is Warren, not Rob. She 
checks again with Rob, who explains 
that Rob is a nickname and Warren 

is his realname. The administrator 
determines that the financial aid history 
associated with the SSN belongs to 
Rob. She could disburse aid without 
requiring a correction, but Rob has 
other corrections to make, so she will 
wait for the ISIR correction before 
disbursing aid. 


Getting the student's financial 
aid history 
There are several ways for you to get 
a student's financial aid history from 
NSLDS. You can: 

use the NSLDS Financial Aid History 
section of the ISIR, 

log on to the NSLDS Professional 
Access website and access the data on- 
line for a student, 

for multiple students, use the FAT 
001 Web report, which you submit from 
the Reports tab on the NSLDS site (you 
retrieve the results through the SAIG), or 

send a batch TSM/FAH Inform file 
to request aid history data for several 
students, which will be returned in 
either extract or report format through 
SAIG. The TSM/FAH processes and 
batch file layouts are posted on the IFAP 
website at the NSLDS reference materi- 
als link under Processing Resources. 
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Unusual enrollment history {qJB) 
DCL GEN-15-05 
DCL GEN-13-09 


UEH change for Undergrad [ij 
to Graduate Student Progression 
E-Announcement January 20, 2016 


For the 2016-17 award year, UEH will be 
assessed separately for undergraduate 
enrollment and graduate enrollment. 
This will reduce the number of UEH 
flags, but still correctly flag students 
whom the UEH flags are intended to 
further scrutinize. 


This change will eliminate the improper 
flagging of students whose normal 
course of academic progression leads 
directly from undergraduate to gradu- 
ate coursework, which does not consti- 
tute what the Department considers an 
unusual or suspicious pattern of enroll- 
ment. 
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NSLDS uses a postscreening process to let you know when there are 
significant changes (such as a defaulted loan or an overpayment) to a 
student’s financial aid history. If postscreening identifies changes that may 
affect the student’s eligibility, the CPS will generate new output documents 
so schools that are listed for receipt of the student’s FAFSA information will 
automatically be notified. Items that have changed since the last transaction 
are marked on the output document with a “#” sign, and the reason code for 
the postscreening will be given. 


To help you identify when NSLDS data has changed, the document will 
include an NSLDS transaction number in the “FAA Information” section 
with the other match flags. This is the number of the last transaction on 
which NSLDS data changed, so if you receive an ISIR on which that number 
is higher than the one on the ISIR you used to determine the student’s 
eligibility, you must review the NSLDS data on the new ISIR to be sure 
there are no changes affecting the student's eligibility (be aware of the new 
Pell LEU limits and codes; for more on Pell LEU, see Volume 3, Chapter 3). 
There will be postscreening codes (see The ISIR Guide for the list) to help 
determine what changed. 


Unusual enrollment history (UEH) 

There is a flag in NSLDS for students whose pattern of enrollment and/ 
or award history for either Federal Pell Grants or Direct Loans (other than 
a Direct Consolidation Loan or Parent PLUS Loan) is identified as unusual. 
You are required to respond to the unusual enrollment history (UEH) status 
for Pell and/or Direct Loans as described below. 


The CPS will flag the UEH on the student’s SAR/ISIR. A value of “N” 
requires no action, as it denotes no unusual history. A value of “2” or “3” in 
the UEH field (aka SAR comment codes 359 and 360, respectively) requires 
review and resolution by your school (see below). UEH flags 2 and 3 do not 
necessarily mean the student has improperly received Pell or Direct Loan 
funds, but it is a sign of unusual activity, for example, receiving Pell and/or 
Direct Loans at multiple schools in the same semester, or receiving aid and 
then withdrawing before earning any credit. 


To resolve a UEH flag of “2,” (SAR comment code 359) you must check 
the student’s enrollment and financial aid records to determine if, during any 
of the four award years prior to the current award year (i.e., 2012-13, 2013- 
14, 2014-15, and 2015-16), the student received a Pell Grant or Direct Loan 
at your school. If so, no further action is required unless you have reason to 
suspect that the student in question remains enrolled just long enough to col- 
lect student aid funds before disappearing. In such a case, you must follow 
the guidance below for UEH flag “3.” 


To resolve a UEH flag of “3,” (SAR comment code 360) you must check 
the student’s academic records to determine if they received academic credit 
at the schools attended during any one of the four award years prior to the 
current award year (i.e., 2012-13, 2013-14, 2014-15, and 2015-16). Using 
data from NSLDS, you must determine, for each prior attended institution 
for each student, whether academic credit was earned during the award year 
in which the student received Pell or Direct Loan funds. Academic credit is 
considered for this purpose to mean completing one or more clock-hour or 
credit-hour. 
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For UEH flag 3, if the student did earn academic credit at all of the 
schools previously attended for a relevant award year, no further action is 
required unless you have reason to believe that the student has had a practice 
of enrolling just long enough to receive credit balances before disappearing. 
In such cases, follow the guidance below for cases when academic credit is 
not earned (next paragraph). 


For UEH flag 3, when academic credit is not earned at a previously at- 
tended school, and, if applicable, at your school, you must obtain documen- 
tation from the student explaining why the student failed to earn academic 
credit. You must determine whether the documentation provided supports 
the reasons described by the student and that the student did not enroll only 
to receive credit balance funds. Acceptable reasons may include personal ill- 
ness, a family emergency, a change in where the student lives, and military 
obligations, or an academic complication, such as unexpected academic chal- 
lenges, or the student having determined that the academic program in ques- 
tion did not meet their needs. You should, to the maximum extent possible, 
obtain third party documentation to support the student’s claim. 


In similar fashion to the exercise of professional judgment, you must 
determine whether the circumstances of the failure of the student to receive 
academic credit, as evidenced by the student’s academic records and docu- 
mentation, support the continuation of Title IV eligibility. If the student with 
a UEH flag of 2 or 3 fails to provide compelling reasons and documentation 
for a failure to receive academic credit for a period for which they received 
Title IV funds, you must conclude that their eligibility is terminated. Your 
determination is final and is not subject to appeal to the Department. You 
must document and maintain a file of reason(s) for the decision for possible 
review. 


When a student’s eligibility is terminated in this way, you must provide 
information to the student on how they may subsequently regain eligibility, 
and the student must be given an opportunity to question and appeal the de- 
cision to your school, consistent with the opportunities to question and ap- 
peal similar determinations such as SAP and professional judgment determi- 
nations. Since the basis for denial is lack of academic performance, successful 
completion of academic credit may be considered basis for renewing the 
student’s Title IV eligibility, assuming they are in all other ways eligible for 
the aid in question. This could include meeting the requirements of the plan 
that you established with the student, although such a plan is not necessarily 
required. When a student regains eligibility after losing it in this manner, the 
student's eligibility is retroactive to the beginning of the current period of en- 
rollment, for Direct Loans, and for all other types of Title IV aid, retroactive 
to the beginning of the current payment period. 


If you approve the student’s continuing eligibility, you may choose to 
require the student to establish an academic plan, similar to the type of plan 
used to resolve SAP appeals. You may also wish to counsel the student about 
the Pell Lifetime Eligibility Used (LEU) limitation and the impact of the 
student’s attendance pattern on future Pell Grant eligibility (see Volume 3, 
Chapter 3 and DCL GEN- 12-01 and GEN- 12-18) 


FSA HB Jun 2016 


Resolving UEH flags ina 
subsequent Award Year 


When a student receives a UEH flag 
that includes an award year(s) that was 
resolved by the reviewing school for a 
previous award year, that school must 
determine if there was a change in the 
schools the student attended for that 
award year(s). If there were no changes 
to the schools the student attended, 
no further action is necessary. If the 
student attended another school(s) 
that was not previously reviewed and 
received Pell Grant and/or Direct Loans 
at that school(s), the reviewing school 
must determine if the student earned 
academic credit at the additional 
school(s) under review. If the student 
did not earn academic credit at the 
additional school(s) under review, the 
student must provide documentation 
explaining why academic credit was not 
earned. 
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Documenting credits earned when a school has closed (i) 
For UEH flag 3, or when you believe that the student remains enrolled 
just long enough to collect a credit balance (refund), you must review the 
student’s academic records to determine if the student earned any academic 
credit at each school the student attended during the prior four award year 
periods (i.e., for 2016-17, assess 2015-16, 2014-15, 2013-14, and 2012-13). 


If the student informs you that they previously attended and received 
Title IV aid at a school which has closed, you must first verify that the school 
has closed. You may determine this using the Department’s Closed School 
Reports, at: www2.ed.gov/offices/OSFAP/PEPS/closedschools.html. 


If the student states that academic credits were earned at the closed 
school, you must request documentation that indicates academic credits were 
earned. Acceptable forms of documentation could include a grade report, or 
an official or unofficial transcript. 


If the student does not have any documentation of academic credit 
earned at the closed school, and you have obtained documentation that 
shows the student earned academic credit at all the other schools correspond- 
ing with the UEH flag, you may accept a signed and dated statement from 
the student to substantiate their claim. The statement must provide the name 
of the closed school, the academic period or calendar year in which the aca- 
demic credit was earned, and, if known, the type and number of academic 
credits which were earned. If the student is unsure of the number and/or 
type of academic credits earned at the closed school, the student must state, 
in general terms, that academic credit was earned at the closed school. If the 
student has not earned academic credits at the closed school, you must follow 
the guidance in Dear Colleague Letter GEN-15-05. 
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CHECKING THE FINANCIAL AID HISTORY 
FOR TRANSFER STUDENTS 

Before disbursing FSA funds to a transfer student, you must obtain his 
financial aid history if he may have received aid at another school since your 
latest ISIR. The NSLDS Transfer Student Monitoring Process was established 
to allow schools to use NSLDS information for its transfer students. 


V Reviewing the student’s NSLDS financial aid history. If a student 
transfers to your school during the award year, you'll need to review her 
aid history on the ISIR or online at the NSLDS website. From this, you can 
determine: 


¢ Whether the student is in default or owes an overpayment on an FSA 
loan or grant; 


¢ The student’s Pell Grant and the amount already disbursed for the 
award year; 


¢ Data pertaining to TEACH grants, including those converted to loans; 
e The student’s balance on all FSA loans; and 


¢ The amount and period of enrollment for all FSA loans for the award 
year. 


Usually the financial aid history on the ISIR will be enough, but there are 
cases where you might check NSLDS for more information. For example, if 
the student has more than six loans, the ISIR won’t have detailed information 
for some of the loans. If you need that level of detail for those loans, you can 
get the information from NSLDS. Or, as discussed previously, you might 
need to use NSLDS to resolve a partial match situation (see “Partial match” 
in “NSLDS match” section, earlier in this chapter). 


V Transfer student monitoring process. You must send NSLDS 
identifying information for students transferring to your school during the 
award year so that NSLDS can notify you of changes to their financial aid 
history. You may send information for students who have expressed an 
interest in attending your school even if they have not yet formally applied 
for admission. 


Through transfer student monitoring, NSLDS will alert you to any 
relevant changes in the transfer student’s financial aid history—other than 
the default and overpayment information reported in the postscreening 
process—that may affect the student’s current award(s). There are three 
steps: inform, monitor, and alert. 


¢ Inform. You must identify students who are transferring to your 
school by creating a list of transfer students on the NSLDS website or 
by sending the list to NSLDS as an electronic batch file (see the mar- 
gin note) through SAIG. You may use either or both methods, and a 
change in method does not require prior notification to the Customer 
Service Center. 
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Sending batch files 

To begin sending batch files, you must 
sign up at www.fsawebenroll.ed.gov for 
the Transfer Student Monitoring/Finan- 
cial Aid History (TSM/FAH) batch service. 
Then you must designate a profile for 
your school on the School Transfer Pro- 
file Page 

(www.nsldsfap.ed.gov) prior to creating 
any Inform records. The School Transfer 
Profile tells NSLDS who will be submit- 
ting Inform files from or on behalf of 
your school and how your school wants 
to receive an alert notice. 


Transfer student monitoring 
Dear Partner Letters GEN-00-12 and 
GEN-01-09 


Through this process for checking the 
eligibility of transfer students, you may 
either check the student's financial 

aid history on the NSLDS website 

for professionals, or wait seven days 
(because NSLDS issues alerts weekly) 
after you've submitted the student's 
information for monitoring to receive 
an alert if data has changed. 


NSLDSFAP 
www.nsldsfap.ed.gov 


Resolving grant overpayments 
Because FSA grants have priority in 
packaging, aid overpayments can often 
be resolved by adjusting other types 

of aid in the package. If necessary, you 
can also adjust later grant payments for 
the same award year. But if a student 
receives more grant money than she 

is eligible for and the excess can’t be 
offset, she must return the overpay- 
ment. As noted at the beginning of the 
chapter, a student with an outstanding 
FSA grant overpayment is ineligible for 
aid until she repays it or makes satisfac- 
tory repayment arrangements. See 
Volume 4 for a complete discussion 

of resolving overpayments and over- 
awards. 
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No defense of infancy 

Students who are minors may receive 
federal student loans, and they may not 
refuse to repay those loans based ona 
“defense of infancy,” i.e., that they were 
too young to enter into the contract of 
signing the promissory note. See HEA 
Sec. 484A(b)(2). 


Repopulate Transfer Monitoring 
List 

NSLDS Professional Access offers a 
Transfer Monitoring Repopulate web 
page that enables you to repopulate 
your TSM list of students from the In- 
form list used during a prior monitoring 
period so you can continuously add 
from one monitoring time period to an- 
other. For more information see NSLDS 
Newsletter 23. 


Checking Discharge Status with 
loan servicer 
When it is not possible to determine 
the precise status of a potentially dis- 
charged loan in NSLDS, you should con- 
tact the Department's Total and Perma- 
nent Disability (TPD) servicer, Nelnet*: 
Phone: 1-888-303-7818 
Fax: 303-696-5250 
E-mail: disabilityinformation@ 
nelnet.net 


*Nelnet is referred to in NSLDS as “DDP,” 
or Disability Discharge Provider. 


Perkins writeoffs 

Note that Perkins writeoffs don’t make 
a student ineligible. See Volume 6 for 
more information. 
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¢ Monitor. NSLDS will monitor these students for a change in financial 
aid history that may affect their current awards and alert you when: a 
new loan or grant is being awarded, a new disbursement is made on 
a loan or grant, or a loan or grant (or a single disbursement) is can- 
celled. Note that defaulted loans and overpayment information are 
not monitored in transfer student monitoring, as they are already cov- 
ered in the postscreening process. If the student has not listed your 
school in Step Six when filing the FAFSA, he has to add your school 
for you to receive the postscreening information. 


« Alert. Finally, if changes are detected for one or more of your students 
and NSLDS creates an alert, it will also send an email notification 
reminder to the address given on the School Transfer Profile setup 
page. Your school’s designated contact person may then either review 
the alert list on the NSLDS for Financial Aid Professionals website or 
download a batch file, if batch alerts were requested, through SAIG in 
report or extract format. 


Vv Timing of the disbursement. To pay the student, you'll need to have 
an output document and an accurate EFC. A valid ISIR will include that and 
the student’s financial aid history, and it will also tell you if he is in default or 
owes an overpayment. ‘The postscreening process will send you another ISIR 
if he subsequently goes into or out of default or owes or ceases to owe an 
overpayment. 


When you initiate transfer monitoring for a student, NSLDS will alert 
you to significant award changes since you last received an ISIR or alert 
for her; this will continue for 30 to 120 days (depending on the monitoring 
duration you've established) after the enrollment begin date. If you start 
transfer monitoring before you receive ISIRs for a student, NSLDS will track 
changes in her financial aid history from the date of your request or a future 
monitoring begin date you choose. 


The regulations state that a school may not make a disbursement to the 
student for seven days following the transfer monitoring request to NSLDS, 
unless it receives an earlier response from NSLDS or checks the student’s 
current financial aid history by accessing NSLDS directly. Therefore, it’s 
usually a good idea to submit the student’s name to NSLDS for monitoring 
as soon as possible, even if he has not yet decided to enroll at your school. 


VY Consequences when a transfer student subsequently is found to be 
ineligible for all or part of an aid disbursement. If the school has followed 
the proper procedures for obtaining financial aid history information 
from NSLDS, it is not liable for any overpayments if the student’s 
situation subsequently changes. However, the student will be liable for the 
overpayment in this situation, and you may not pay the student further FSA 
funds until the overpayment is resolved. (See Volume 4 for information on 
resolving overpayments.) 
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EFFECT OF BANKRUPTCY OR DISABILITY 
DISCHARGE 

A student who has filed for bankruptcy or had a loan discharged for 
disability may need to give additional documentation before receiving aid. 


Bankruptcy 

A student with an FSA loan or grant overpayment that has been 
discharged in bankruptcy remains eligible for FSA loans, grants, and work- 
study (NSLDS loan status code BC for loans that did not default and status 
code DK or OD for loans that defaulted prior to the bankruptcy discharge). 
A borrower doesn’t have to reaffirm a loan discharged in bankruptcy to be 
eligible. The Bankruptcy Reform Act of 1994 prohibits denial of aid based 
solely on filing for, or having a debt discharged in, bankruptcy. 


A borrower who lists a defaulted FSA loan or grant overpayment in 
an active bankruptcy claim is not eligible for further FSA funds unless she 
provides you with documentation from the holder of the debt stating it is 
dischargeable (NSLDS loan status code DO). A borrower who includes a 
non-defaulted FSA loan in an active bankruptcy claim, so that collection 
on the loan is stayed, is eligible for aid as long as he has no loans in default 
(including the stayed loan). 


Total and permanent disability (TPD) discharges 

VY Qualifying for TPD Discharge: Perkins, FFEL, and Direct Loan 
borrowers may qualify to have their loans discharged if they become totally 
and permanently disabled. Except for veterans who qualify for a total and 
permanent disability (TPD) discharge based on a determination by the 
Department of Veterans Affairs (VA) that they are unemployable due to 
a service-connected disability, the Department of Education monitors the 
status of borrowers who have received a TPD discharge for a three-year 
period. 


Borrowers whose discharge applications are received on or after July 1, 
2010, receive a final discharge followed by a post-discharge monitoring period 
that begins on the date the discharge was granted and lasts for up to three 
years. 


Borrowers whose discharge applications were received before July 1, 
2010, received a conditional discharge followed by a conditional discharge 
period that begins on the date the borrower’s physician certified the disability 
discharge application and lasts for up to three years. If the borrower fails 
to meet certain eligibility requirements throughout the post-discharge 
monitoring period or conditional discharge period, the Department 
reinstates the borrower’s obligation to repay the discharged loan(s) or returns 
the conditionally discharged loan(s) to repayment status. The same criteria 
and procedures are used to discharge and reinstate the service obligation for 
TEACH grant recipients who become totally and permanently disabled. 
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Total and permanent disability 
The condition of an individual who: 
is unable to engage in substan- 
tial gainful activity by reason of a 
medically determinable physical or 
mental impairment that can be ex- 
pected to result in death; has lasted 
for a continuous period of at least 
60 months; or can be expected to 
last for a continuous period of at 
least 60 months; OR 
has been determined by the De- 
partment of Veterans Affairs (VA) to 
be unemployable due to a service- 
connected disability. 


Total and permanent 
disability discharge 
www.disabilitydischarge.com/faqs/ 
34 CFR 674.61(b) (Perkins) 

34 CFR 682.402(c) (FFEL) 

34 CFR 685.213 (Direct Loan) 


—SESEEuteur EEE Se aes 
Substantial gainful activity 

The phrase “substantial gainful activ- 
ity” means a level of work performed 

for pay that involves doing significant 
physical or mental activities or a combi- 
nation of both. If a physician's certifica- 
tion does not appear to support this 
status, the school should contact the 
physician for clarification. 
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VY Taking out another loan: If a borrower whose prior loan was dis- 
charged due to a total and permanent disability wishes to take out another 
FSA loan or wishes to receive a TEACH grant, he must obtain a physician’s 
certification (the student only needs to obtain the physician certification 
once; the school keeps a copy of it in the student’s file. But the school must 
collect a new borrower acknowledgment from the student each time he 
receives a new loan) that he has the ability to engage in substantial gainful 
activity, and he must sign a borrower statement acknowledging that the new 
FSA loan or the TEACH grant service obligation can’t later be discharged for 
any present impairment unless it deteriorates so that he is again totally and 
permanently disabled. 


If the borrower requests a new loan or TEACH Grant during the post- 
discharge monitoring period or the conditional discharge period, he must 
also resume payment on the old loan before receipt of the new loan or 
TEACH grant. If the loan on which the borrower must resume payment 
was in default when it was discharged or conditionally discharged, it remains 
in default upon reinstatement, and the student must make satisfactory 
repayment arrangements before receiving the new loan, in addition to 
meeting the other requirements described. 


A borrower who received a TPD discharge based on a determination 
from the VA that he is unemployable due to a service-connected disability 
is not subject to a monitoring period and is not required to resume payment 
on the discharged loan as a condition for receiving a new loan. But he must 
still provide the physician’s certification and borrower acknowledgement 
described above. 
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RESOLVING DEFAULT STATUS 
A student in default on an FSA loan can’t receive further FSA funds until 
she resolves the default, which she can do in a few ways. 


Vv Repayment in full (including consolidation). A student can resolve a 
default and regain eligibility for FSA funds by repaying the loan in full (loan 
status code DP). If the school writes off a regulatorily permissible amount 
that the student repays (for Perkins), that counts as paying the loan in full 
(code DC). Ifa defaulted loan is successfully consolidated, it is also counted 
as paid in full (code DN). However, if the loan holder just writes off the 
entire loan (except for Perkins), it isn’t paid in full, and the student remains 
ineligible for FSA funds (code DW). The student regains eligibility whether 
repayment was completed voluntarily or involuntarily (that is, through IRS 
offset or wage garnishment). 


For the Perkins Loan program, while a student who has repaid her 
defaulted loan in full is eligible for aid if the repayment was voluntary, you 
can still consider the default to be evidence of a student’s unwillingness to 
repay loans and deny the student additional Perkins Loans. If the repayment 
was involuntary, you should consider the default as such evidence and deny 
the student additional Perkins Loans. 


If a student has paid a defaulted loan in full but the SAR and ISIR have 
a comment showing that he is ineligible because of the default, he must give 
you documentation proving that the loan was paid. 


V Satisfactory repayment arrangements. A student in default on an FSA 
loan can be eligible for FSA funds if he has made repayment arrangements 
that are satisfactory to the loan holder. After he makes six consecutive, full, 
voluntary payments on time, he regains eligibility for FSA funds (loan status 
code DX). Voluntary payments are those made directly by the borrower and 
do not include payments obtained by federal offset, garnishment, or income 
or asset execution. A student may regain eligibility under this option only 
one time. 


You can pay the student as soon as you have documentation that she 
has made satisfactory repayment arrangements. For example, the loan 
holder may update the code for the loan in NSLDS to DX once six payments 
have been made; you could then use that as confirmation of the repayment 
arrangement. You may also use a written statement from the loan holder 
indicating that the student has made satisfactory repayment arrangements as 
documentation of the arrangement. 


V Loan rehabilitation. Although a student can regain eligibility for 
all FSA funds by making satisfactory repayment arrangements, the loan is 
still in default. After the student makes more payments, the loan may be 
rehabilitated, that is, it won’t be in default anymore, and the student will 
have all the normal loan benefits, such as deferments. A loan is rehabilitated 
once the borrower makes nine full, voluntary payments on time (no later 
than 20 days after the due date) within 10 consecutive months. See Volume 
6, Chapter 6 for more information on rehabilitation in the Perkins/NDSL 
program. 
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Satisfactory repayment and 
rehabilitation 

HEA Sec. 428F(a) and (b), 464(h)(1) 

and (2) 

General Provisions: 34 CFR 668.35(a)(2) 
Perkins: 34 CFR 674.9(j), 674.39 

FFEL: 34 CFR 682.200(b), 682.405 

DL: 34 CFR 685.102(b), 685.21 1(f) 


Other ways of reestablishing 
eligibility for Perkins Loans 

A provision in the Perkins Loan Program 
reestablishes the borrower's eligibility 
if she meets any of the conditions that 
would remove her Perkins Loan from 
the school’s cohort default rate. This 
provision only allows the borrower to 
regain eligibility for Perkins Loans, not 
the other FSA programs. See Volume 6, 
Chapter 6. 


Example: documenting loan 
“paid in full” 

Eddy had a Direct Loan as an 
undergraduate that went into default 
while he was out of school. When he 
applies for financial aid so he can go 

to graduate school, his ISIR shows that 
the loan is still in default. Eddy tells the 
aid administrator at Guerrero University 
that he paid off the loan last year. The 
aid administrator asks Eddy to bring 

in a letter from the guaranty agency 
documenting that the loan has been 
paid and advises Eddy that he should 
ask the guaranty agency to update his 
status in NSLDS. 
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NSLDS Loan Status Codes 
2016-17 SARs & ISIRs 
Status Eligible for FSA funds 


Abandoned Loan Yes 


No Prior Default Bankruptcy Claim, Discharged _| Yes, because loan was not in default and was 
discharged 


No Prior Default Bankruptcy Claim, Active Yes, because loan was not in default 
Cancelled (For Perkins means Loan Reversal) Yes 
Closed School Discharge Yes 

es 


DA Deferred Y 


Defaulted, then Bankrupt, Active. (Perkins: all No, unless debtor can show that loan is dis- 
bankruptcies; FFELP and Direct Loans: Chapter chargeable. See Dear Colleague letter GEN-95-40, 
dated September 1995. 


13) 
DC Defaulted, Compromise Yes, because compromise is recognized as pay- 
ment in full 
Defaulted, Then Died No, because if borrower is reapplying, then loan 
status is in error 


S 


a 
Ca 
DK 

DL 


No, because if borrower is reapplying, then loan 
status is in error 

No 

Yes 


Defaulted, Then Bankrupt, Discharged. (Perkins: | Yes, because defaulted loan has been totally 
all bankruptcies; FFELP and Direct Loans: Chap- | discharged 
ter 13) 


DL Defaulted, in Litigation 


No 
DN Defaulted, Then Paid in Full Through Consolida- | Yes 
tion Loan 


Defaulted, Then Bankrupt, Active, other. (FFELP No, unless debtor can show that loan is dis- 
and Direct Loans in Chapters 7, 11, and 12) chargeable. See Dear Colleague letter GEN-95-40, 
dated September 1995. 


Defaulted, Then Paid in Full Yes, because loan was paid in full 


Defaulted Loan Included in Roll-up Loan Yes, because the loan was combined with other 
loans and subrogated to the Department, which 
reported the same information to NSLDS in one 
loan. The status of that record will determine 
eligibility. 

DS Defaulted, Then Disabled Yes, because loan debt is cancelled 

T__| Defaulted, Collection Terminated 

U__ | Defaulted, Unresolved 


Defaulted, Write-Off No [Note that there is no status code for Perkins 
write-offs, which are for amounts less than $50; 
see 34 CFR 674.47(h)] 


Defaulted, Satisfactory Arrangements, and Six Yes, assuming student continues to comply with 
Consecutive Payments repayment plan on defaulted loan, or is granted 
forbearance by the GA 


O 


gI/g/o 
= 
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Code Status Eligible for FSA funds 


DZ Defaulted, Six Consecutive Payments, Then No, loan is back in active default status 
Missed Payment 


False Certification Discharge 


FR Loans obtained by borrowers convicted of fraud | No (note: Code FR may indicate identity theft) 
in obtaining FSA funds 
Loan once considered fraudulent but is now Yes (note: Code FX may indicate identity theft) 
resolved 


[iD [InSchoolorGracePeriod ————SSS~iNs SSS 


Defaulted, Then Bankrupt, Discharged, other Yes, because defaulted loan has been totally 
(FFELP and Direct Loans in Chapters 7, 11, and discharged 
12) 


Paid in Full Through Consolidation Loan Yes, because it does not matter if the consolida- 
tion loan was a FFEL or Direct Loan, nor whether 
underlying loans were in default 


Permanently Disabled 
Paid in Full 
Presumed Paid in Full 


PN Non-defaulted, Paid in Full Through Consolida- 
tion Loan 


7) 


= 
a) 


= 


Parent PLUS loan for a student who has died 


* 


a 
PD 
RP | 


In Repayment 


UA Temporarily Uninsured—No Default Claim Re- 
quested 


Temporarily Uninsured—Default Claim Denied 


ive) 


x< Cc Cc Cc 


FFEL: Permanently Uninsured/Unreinsured— 
Non-defaulted Loan. Perkins: Non-defaulted 
Loan Purchased by School 


FFEL: Permanently Uninsured/Unreinsured—De- 
faulted Loan. Perkins: Defaulted Loan Purchased 
by School 


Uninsured/Unreinsured 
Veterans Administration Discharge 


Defaulted, Satisfactory Arrangements, and Six Yes, assuming student continues to comply with 
Consecutive Payments repayment plan on defaulted loan, or is granted 
forbearance by the GA/ED servicer 


Ul 
VA 
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CHAPTER 4 


To be eligible to receive FSA funds, each student must provide a correct 
Social Security number (SSN). To confirm the student’s SSN for schools, 
the Department conducts a match with the Social Security Administration. 
In this chapter, we discuss the SSN requirement and the match process. 


Ihe FAFSA collects the student’s and dependent parents’ Social Secu- 

rity numbers (SSNs) so that the Central Processing System (CPS) can 
validate the numbers through a match with the Social Security Adminis- 
tration (SSA). The CPS verifies that the name and birth date associated 
with the SSN match the name and birth date on the application. For the 
full list of SSN match results, see 2016-2017 SAR Comment Codes and Text 
(www.ifap.ed.gov). 


The CPS won't process an application without an SSN. A student who 
doesn’t have an SSN or doesn’t remember it must contact their local Social 
Security office for help. There is one exception to the requirement to provide 
SSNs (see the Exception for the Freely Associated States section later in this 
chapter). The SSN is a key identifier for the student’s records, so you must be 
sure the Department knows the right SSN if you find out it’s wrong on the 
application or output document. We discuss correcting such errors later. 


SSN MATCH 

The CPS prints the SSN match result in the “FAA Information” section 
of the output document as the SSN Match Flag. Ifthe match is successful, 
the CPS doesn’t match the student’s data against the Social Security database 
on subsequent transactions. However, the CPS will attempt the match again 
if the student makes corrections to the name, birth date, or SSN. The FAFSA 
will not be processed without a valid SSN for the aid applicant. 


Successful match 

If the CPS match with the Social Security Administration confirms the 
student’s SSN and the Social Security records have the same name and birth 
date as reported on the FAFSA, you may disburse aid to the otherwise eli- 
gible student. No comment is provided on the output document when the 
SSN match is successful. Of course, if you have any conflicting information 
about the SSN, you must resolve the conflict before disbursing FSA funds to 
the student. Once a student’s SSN is confirmed and there is no discrepancy 
on the name or birth date, the student can’t change the SSN. 
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SSN requirement 

HEA Sec. 484(p) 

Student Assistance General Provisions 
34 CFR 668.32(i), 668.36 


Contacting the SSA 

For more information (in English and 
Spanish), students should call the SSA 
at 1-800-772-1213 or go to its website 
(Www.ssa.gov). 


Parents without SSNs 

When the parents of a dependent stu- 
dent don't have a Social Security Num- 
ber, enter 000-00-0000 to prevent or 
remove a reject code. 
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SSN doesn’t match 
Student reported wrong SSN 
=> Correct FAFSA data 


FAFSA processing error 
> Call 1-800-4-FED-AID 


Error in SSA database 
=> Contact SSA office; resubmit SSN as 
correction after SSA change is made 


Other match problems 

=> SSN matches, but name and date of 
birth don’t match 

> Missing FAFSA information: student 
didn’t report a name or birth date, or 
didn’t sign the FAFSA 

> SSN record includes date of death 


COD and SSN changes 

See the electronic announcements on 
the IFAP website at www.ifap.ed.gov for 
information about COD. See the Janu- 
ary 7, 2004, announcement for SSN cor- 
rections in CPS. 
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If a student whose match data have been confirmed subsequently tries to 
change his SSN, the CPS won’t accept the change. Instead, the student’s SAR 
will have a comment telling the student to contact his financial aid admin- 
istrator for help. In the unlikely event that the confirmed SSN is wrong, the 
student must correct it by filing a new FAFSA. 


No match on the Social Security number 

You must resolve any problems with the match before disbursing aid. If 
the SSN is not found in the Social Security Administration database, the stu- 
dent’s application will be rejected. The student will also receive a comment 
that instructs her to correct her SSN or contact the SSA if she believes the 
number reported is correct. If it is wrong on the application, the student will 
have to correct it with the CPS and get a successful match result before she 
can receive aid. 


V Student reported wrong SSN on the FAFSA. If the student’s applica- 
tion is rejected because she reported an SSN that is not in the Social Security 
Administration’s database, the student must provide the correct SSN to the 
CPS. This will change the current SSN in the CPS, but it will not change 
the original, identifying SSN. A student can file a new FAFSA to correct the 
original SSN, but since the Common Origination and Disbursement (COD) 
System will use the current SSN to process records, changing the original 
SSN is not always necessary (however, see Applicants Using Same SSN later 
in this chapter). 


COD replaced the Direct Loan and Pell reporting systems, but there are 
other systems, such as EDExpress and possibly some mainframe and servicer 
systems, that will still use the original SSN to identify records. These systems 
will be able to interface with COD but might still need the original SSN to 
process records. 


Vv FAFSA data entry error. If a student provided the correct SSN on 
the FAFSA, but the SSN on the output document is wrong, the student can 
contact the Federal Student Aid Information Center at 1-800-4-FED-AID (1- 
800-433-3243). If the Information Center confirms that there was a data en- 
try error, it will refer the error to the Department for correction—the student 
does not need to submit a correction. After the data entry error is corrected, 
the CPS will produce new output documents. See Chapter 5 of the Applica- 
tion and Verification Guide for general information on data entry error cor- 
rections. 


Y Error in Social Security database. If the SSN on the FAFSA is correct 
but isn’t in the Social Security database, the student must contact a local or 
regional Social Security Administration office to correct the database, which 
is updated daily with information from local and regional offices. The stu- 
dent must report the correct SSN and provide verifying documentation. He 
must also contact a Social Security office directly—the Department of Educa- 
tion cannot correct SSA records. Once the database is updated, the student 
can submit a correction by re-entering the SSN originally reported as if it is 
a correction. The CPS will then do another SSN match. The student can’t 
simply verify that the SSN is correct; the application will be rejected until the 
SSA database is updated. 
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Chapter 4—Social Security Number 


No match on name or birth date 

The student’s application will be rejected if her or a parent’s SSN is in 
the Social Security database but the name there differs from the one she gave. 
Misspellings or name changes due to marriage are common reasons for a 
non-match. The student should make sure that the name on the application 
matches the one on the Social Security card. 


This reject is verifiable, which means that the name is questionable but 
not necessarily wrong. The student can eliminate the reject by entering the 
right name. If the name was correct on the application, she reenters it on the 
paper SAR, or she chooses “Data is Correct” for both the first and last name 
on Corrections on the Web. If her name is incorrect in the SSA database, we 
strongly recommend that she contact the SSA to correct it. 


If the student’s (or parent’s) name and SSN match the SSA’s database 
but the date of birth does not, the application will also be rejected, and the 
student must correct the application. Ifthe error is with the SSA’s database, 
he should contact the SSA to correct the record. He can override the reject 
by reentering the date on the paper SAR or on Corrections on the Web, by 
choosing “Data is Correct” for the date of birth. The application will be sent 
through the match again, and if the SSA’s record has been corrected, the 
match flag will be cleared and no further action is needed. If there is still a 
disagreement with the SSA record, the student will need to provide the aid 
office with documentation of his date of birth. 


If the student reported the current or a later year as her birth date, her 
application will be rejected and she must correct the error. 


Missing information 

No match is performed if the student doesn’t sign the FAFSA or provide 
a last name or birth date. The student’s FAFSA will be rejected and the stu- 
dent must submit the missing information. 


Although the CPS doesn’t conduct the match, the student will receive 
a comment explaining that the match could not be conducted without the 
name, birth date, or signature. The student must submit a correction provid- 
ing the missing information. When the correction is sent, the information 
will be sent to the Social Security Administration for matching, and you 
should check the new output document for match results. 


Date of death 

If the Social Security Administration’s database shows a date of death as- 
sociated with the SSN the student reported, the student’s application will be 
rejected. Students resolve this problem in the same way as problems match- 
ing the SSN. The student must either contact Social Security Administration 
to get the records corrected, or must submit a change with the correct SSN 
(see “No match on the Social Security number”). 
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Example: Incorrect name on 
application 

When Sarven Technical Institute 
receives Tod's ISIR, the SSN match 
shows the name on the application 
isn’t the one associated with the SSN 
in the database. The aid administrator 
asks Tod to bring in documentation 
showing his correct name and SSN. He 
brings in his Social Security card, and 
the first name on the card is Warren, 
not Tod. He also has a driver's license 
showing his first name is Warren. The 
administrator tells Tod to correct his 
name on the application to Warren. 


Example: Correct name not in 
database 

Elizabeth’s ISIR shows that her name 
doesn’t match the one the SSA has on 
file for her SSN. When the administrator 
talks to Elizabeth, she explains that 

she recently got married and changed 
her last name. Elizabeth gives the 
administrator a copy of her marriage 
certificate. The administrator plans to 
disburse aid to Elizabeth and tells her to 
reenter her current name and advises 
her to contact SSA to have its database 
updated to prevent future problems. 
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When a student dies 

For full discussion of how to handle Title 
IV aid when a student dies, see the FSA 
Handbook appendix on student death. 


Example: Students using same 
SSN 

Hector completes an application in 
January, but uses his brother Eddy’s 
SSN instead of his own. When Hector 
gets his SAR, he realizes that he used 
the wrong SSN, corrects the SAR, and 
mails it back to the processor. He gets 
a new SAR with the correct SSN, but it 
has the same identifier as the first SAR. 
Eddy files an application in April and is 
surprised to receive a SAR that doesn't 
match what was on his application 
because it has Hector’s information 
instead. Eddy goes to the financial aid 
office at Guerrero University, where a 
counselor tells him he'll need to file a 
correction application. Hector is also 
attending Guerrero, so the counselor 
contacts Hector to explain why he'll 
need to file a new application even 
though he already has a SAR with the 
correct information. 
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DEATH MASTER FILE 

The CPS will verify that student SSNs do not appear on a master death 
file the Department obtains from the SSA. This will be in addition to the 
date of death match. The CPS will regularly compare its records with those 
in the master death file. If a match is found, the CPS will resend the student 
record to SSA. Ifthe SSA does not confirm a date of death for the applicant, 
the CPS will do nothing further. If the SSA does confirm a date of death, the 
CPS will send an ISIR to the schools listed on that transaction but will not 
send a SAR to the student. 


Also, the CPS will disable PINs and will not generate renewal applica- 
tions for individuals found in the death file. Their record will not be deleted 
from the CPS database. If an applicant wrongly appears in the death file, he 
will need to apply for a PIN again and receive a clean match before a new 
PIN will be issued. 


APPLICANTS USING SAME SSN 

When one student uses another’s SSN, the duplicate SSN flag will be set 
in the ISIR, and the student’s application will likely fail the SSN match, but it 
will be processed. She will have to make a correction as described earlier in 
this chapter. 


If a student uses the same SSN and first two letters of the last name (to- 
gether these data are the record identifier) as another student, the CPS will 
not accept her application because it will assume it to be a duplicate applica- 
tion of the first student. If she is using FAFSA on the Web, she will receive 
an immediate message telling her the proper way to make a correction, or if 
her record identifier is correct and she is trying to apply for aid, how she can 
proceed. If she is submitting a paper FAFSA, she will receive a letter giving 
her the same information and stating that the application was not processed. 


If the student using the correct SSN applied after the other student, she 
must submit a special “correction application” that she can only get from the 
Department of Education. It will enable the CPS to accept her data instead of 
treating her application as a duplicate. The first student, who used the wrong 
SSN, must correct the error by filing a new FAFSA because the CPS uses 
the record identifier for students for the entire award year, even if they later 
change their SSN or last name. If the student simply corrected her SSN, her 
record identifier would still be wrong. 


If the student using the correct SSN applied first, the CPS will have her 
data, so a correction application isn’t necessary. The second student will 
need to submit a new application. 


Both students should keep copies of all output documents, including 
those from the first FAFSAs filed. When a student files a correction applica- 
tion or a new FAFSA, the application receipt date is changed. Because some 
schools and agencies use this receipt date to determine if the student met a 
deadline, she should keep the output documents to show the original receipt 
date and to show why a later application was necessary. 
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Contact the Department at 1 (800)-423-3243 if you believe that a correc- 
tion application may be needed; one can be mailed to your office or to the 
student. 


EXCEPTION FOR THE FREELY ASSOCIATED STATES: 
MICRONESIA, MARSHALL ISLANDS, AND PALAU 

Persons from the Republic of the Marshall Islands, the Federated States 
of Micronesia, or the Republic of Palau (the Freely Associated States) typi- 
cally do not have SSNs. First-time FAFSA filers who indicate on the FAFSA 
that their state of legal residence is one of the above Pacific island groups 
should enter “666” for the first three digits of their SSN, and the CPS will as- 
sign them an identification number. They should use this number in place of 
the SSN throughout their financial aid years. 


Pseudo-SSNs for Pacific 
Islanders and the FAFSA 
Electronic Announcement November 
20, 2013 


For returning FAFSA filers from one of the Freely Associated States, any 
FAFSAs must be submitted under the same nine-digit pseudo-SSN assigned 
originally by the CPS when the earlier award year was processed. Returning 
filers and FAAs should not provide only the first three digits of the pseudo- 
SSN, as this will result in the inappropriate creation of an entirely new SSN. 


The Department is exploring options for communicating this directly to 
FAFSA filers, through changes to FAFSA on the Web or the paper FAFSA. 
In the interim, we strongly encourage you to follow this guidance when sub- 
mitting application data through the FAA Access to CPS Online website, and 
to share this guidance with Pacific Island applicants who used a pseudo-SSN 
in prior years and plan to submit another FAFSA (either online or paper). 
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Selective Service 
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CHAPTER 5 


Any male required to register with Selective Service at any time must have done 
so to receive federal student aid. The Central Processing System (CPS) performs 
a match with Selective Service to confirm a student’s registration status. In this 


chapter we discuss that match and the registration requirement. 


REGISTRATION REQUIREMENT 

Mc (any person assigned the sex of male at birth) aged 18-25 are 
required to register with the Selective Service System (SSS). This 

requirement covers males residing in the United States who are U.S. 

citizens or noncitizens, except that a male who is in the U.S. as a lawful 

nonimmigrant isn’t required to register as long as he maintains that status 

(see the exceptions to the registration requirement under “Exemptions” 

below). Students who are required to register with the Selective Service must 

do so to be eligible for FSA funds, but parents who want to borrow a PLUS 

loan aren’t required to have registered. 


The student has several ways to register, which include using the FAFSA; 
there is a question that asks if the student wants Selective Service to register 
him. If he indicates that he wants to be registered, we will submit his 
registration information to the Selective Service. If he doesn’t answer this 
question, he can do so later on the student aid report (SAR) and submit the 
correction (the answer to the question “Are you male?” must be answered 
“yes”). The student may also register online at the Selective Service website 
(www.sss.gov) or by filling out a form available at the post office. 


Generally, a male student who is 18-25 and who has not registered 
previously may register using the FAFSA or SAR. Students who have 
questions about Selective Service registration may contact the Selective 
Service at 1-(847)-688-6888 or on the Web. 


EXEMPTIONS 


Males exempted from the requirement to register include: 


e Males currently in the armed services and on active duty (this 
exception does not apply to members of the Reserve and National 
Guard who are not on active duty); 


¢ Males who are not yet 18 at the time that they complete their 
applications (an update is not required during the year, even if a 
student turns 18 after completing the application); 


Selective Service requirement 
General Provisions 

34 CFR 668.32(j), 668.37 

PLUS exemption 682.201 (b)(1)(v) 


Age and registration 

The student can be registered with Se- 
lective Service as early as 30 days before 
his 18th birthday. If the student is too 
young, Selective Service will hold the 
registration until the student is within 
30 days of his 18th birthday. Students 
26 and older can't be registered. 


Gender and registration 

Only persons assigned the sex of male 
at birth are required to register. Ifa 
student's gender identity is now female 
but she was assigned the sex of male 

at birth, the student must register with 
the SSS, unless one of the exemptions 
described in this chapter apply, regard- 
less of subsequent sexual reassignment 
surgery or any other gender transition 
process. If a student's gender identity is 
now male but he was assigned the sex 
of female at birth, the student is not re- 
quired to register with the SSS, regard- 
less of subsequent sexual reassignment 
surgery or any other gender transition 
process. 
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Exemptions 
34 CFR 668.37(a)(2) 


Exemption examples 

Tod has been on active duty in the 
Army from the time he was 18 and 
didn't register with Selective Service 
before he joined the Army. He's now 
24, is planning to leave the Army, and 
wants to receive financial aid. If he 
applies while he’s still on active duty, 
he doesn’t need to be registered with 
Selective Service. Once he leaves, 

he must be registered, or else he 
won't be able to receive aid in later 
years. In most cases, when someone 
completes an enlistment contract, 

he is automatically registered, so Tod 
is probably already registered even 
though he didn’t complete a separate 
registration form. 


George was enrolled in an officer 
procurement program at the Virginia 
Military Institute, which he started a 
month before he turned 18. When he 
was 22, he had a serious accident and 
was hospitalized; he officially dropped 
out of school a month after he was 
hospitalized. Due to his injuries, he was 
hospitalized for four years. Because he 
qualified for a waiver for the entire time 
he was 18-25, he was not required to 
register with Selective Service. 


*A citizen or national of the Republic of 
the Marshall Islands or the Federated 
States of Micronesia who lives in the 
United States for more than one year 
for any reason except as a student or 
employee of the government of his 
homeland must register. 


e Males born before 1960; 


e Citizens of the Republic of Palau, the Republic of the Marshall Islands, 
or the Federated States of Micronesia*; 


¢ Noncitizens who first entered the U.S. after they turned 26; 


¢ Noncitizens who entered the U.S. as lawful nonimmigrants on a valid 
visa and remained in the U.S. on the terms of that visa until after they 
turned 26. 


« Transgender males who were assigned the sex of female at birth. 


There are certain less common situations in which registration isn’t 
necessary. Students who weren’t required to register prior to meeting one of 
these criteria and who meet a criterion for the entire time through the age of 
25 qualify for the waiver if: 


They are unable to register due to being hospitalized, incarcerated, or 
institutionalized; 


e They are enrolled in any officer procurement program at The Citadel, 
North Georgia College and State University, Norwich University, 
Virginia Military Institute, Texas A&M University, or Virginia 
Polytechnic and State University; or 


« They are commissioned Public Health Service officers on active duty 
or members of the Reserve of the Public Health Service on specified 
active duty. 


If the student is clearly not required to register, you must document 
this, but do not have him request a status information letter from the 
Selective Service. You should only ask the student to provide such a letter 
to document an exemption from the requirement to register if it is not clear 
that he is exempt. For example, noncitizens who first enter the U.S. after 
the age of 26 aren’t required to register. Only those immigrant males who 
enter and live in the U.S. at ages 18-25 are required to be registered. Ifa 
male immigrant can show proof that he first entered the U.S. when he was 
past registration age, he is clearly not required to be registered, and no status 
information letter is needed. The student’s entry documentation is enough to 
show whether he was required to register. 


Documentation for exempt noncitizens includes: proof of birth date 

on a passport, birth certificate, or U.S. driver’s license or state ID; proof of 
immigration date into the U.S. from an entry date stamp on the I-94 form 
or in the passport, or a letter from the USCIS indicating the entry date; and, 
for those here on a valid visa who are at least 18 and less than 26 years old, a 
student visa form (I-20) or other valid U.S. passport visa stamp on a foreign 
passport with expiration date (the dates must be from entry until after the 
male turned 26). 
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SELECTIVE SERVICE MATCH 

The CPS performs a match with the SSS to determine if relevant students 
are registered. The output document displays the match result in the FAA 
Information section, as well as a comment about the result. 


Successful matches 

If the match shows that the student is registered or exempt, a comment 
confirming this fact will be on the student’s output document. The student is 
then eligible for aid. 


The student is also eligible for aid if the match shows that the student 
is still too young to register. If the student asks to be registered, Selective 
Service will hold onto that registration request until 30 days before the 
student’s 18th birthday and will then register the student. 


Finally, the student is also eligible if the CPS successfully forwards the 
student’s name to Selective Service for registration. 


Unsuccessful matches 

If the match doesn’t confirm the student’s registration or the student 
can’t be registered, the output document will have a comment about the 
problem. A “C” code will also be printed next to the student’s EFC. Until 
the student resolves the registration problem, you can’t pay FSA funds to the 
student or certify or originate a loan. 


V Registration not confirmed. If the match shows that the student 
isn’t registered, he must either register or provide evidence that he is 
registered or is exempt from registration. His Selective Service Registration 
Acknowledgement or letter of registration shows that he is registered. You 
can also go to the Selective Service System web page at www.sss.gov and 
check on the student’s status—a printout of the web page is acceptable 
documentation that the student is registered. If he doesn’t have an 
acknowledgement or letter of registration and the web page doesn’t confirm 
his registration, he'll have to contact Selective Service to resolve the problem. 
If the conflict is resolved in his favor, he'll receive a letter from the Selective 
Service documenting that he is registered or is exempt from registering. 


V Unsuccessful registration. The CPS won't be able to forward the 
student for registration if certain information—first and last name and 
date of birth—is missing. The student should submit a correction with 
the required information, and you can check the match results from this 
correction to see if the student is eligible. 


If the student is 26 or older, the CPS cannot register the student but will 
send his record through the data match. If the student is not registered, he 
can no longer do so, but may qualify for a status information letter from 
the SSS. You will have to determine if he is eligible for aid despite failing to 
register. 
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Status information letter codes 
The Selective Service has different 
status information letters, which are 
indicated by a code that appears in the 
lower left-hand corner. Determination 
of aid eligibility for a male who failed to 
register with Selective Service should 
not be based solely on these letter 
codes. Financial aid administrators 

are obliged to review all evidence 
presented by a student to determine if 
he has shown “by a preponderance of 
evidence” that his failure to register was 
neither willful nor knowing. The codes 
are: 

+ E1-E8: These codes indicate that the 
student was not required to register or 
was exempt the entire time he could 
have registered (ages 18-25). 

+ NM: The student did not register 
although he was on active duty in the 
armed forces only for a portion of the 
time when he could have registered 
(between ages 18-25) and was, 
therefore, required to register. 

+ NR: The student was born before 1960 
and is therefore not required to register. 
- RD: The student gave a reason for not 
registering or documentation to show 
he was exempt from the requirement, 
but the Selective Service determined 
the reason or documentation to be 
invalid. Therefore, the student was 
required to register but did not. No 
requests to comply with the registration 
requirement were sent. 

+ RH: The student was sent one or 

more letters requesting that he register 
during the required period, but all 
letters were returned by the post office 
as undeliverable. 

+ RL: The student was required to 
register, but the Selective Service has 
no record of his registration, and their 
records show he was sent one or more 
letters requesting that he register. 

+ RR: The student said he attempted to 
register, but Selective Service has no 
proof of the attempt. 


Out of concern for privacy, the SSS only 
displays the last four digits of the Social 
Security number on correspondence. 
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Failure to register 
34 CFR 668.37(d), (e) 


Unsuccessful registration 
example 

On his FAFSA, Hector asks the CPS to 
forward his information to the Selective 
Service for registration. However, he’s 
over 26, so the Selective Service can’t 
register him. His output document 
comes back with a blank match flag and 
comment 33. Hector didn’t enter the 
U.S. until after his 26th birthday, so he 
doesn’t have to be registered. Guerrero 
University already has information 
about his citizenship status, including 
the date he arrived in the U.S., so it has 
documentation that he is exempt from 
registration. The aid administrator 
explains to Hector why he wasn’t 
required to register. 


Veteran status match 

See the Application and Verification 
Guide for information on the veteran 
match and dependency status. 


FAILURE TO REGISTER 

Some students have been denied aid because they failed to register with 
the Selective Service before their 26th birthday. The Selective Service will 
register only males aged 18-25, leaving older students with no way to rem- 
edy their situation if they failed to register. However, the student may still be 
eligible to receive aid if he can demonstrate that he did not knowingly and 
willfully fail to register. 


A student who served on active duty in the armed forces but who did 
not register before turning 26 is still eligible to receive FSA funds because 
it’s reasonable to conclude that he was not trying to avoid registering for the 
Selective Service. Ask the student to provide a copy of his DD Form 214, 
“Certificate of Release or Discharge from Active Duty,” showing military 
service in the armed forces—other than the reserve forces, the Delayed Entry 
pool, and the National Guard. 


Students without military service who knew of the registration 
requirement but chose not to register are considered to have knowingly 
and willfully failed to register and are therefore ineligible for FSA funds. 
Your school’s decision in this case is final and cannot be appealed to the 
Department except as noted in the “Appeals” sidebar in this chapter. 


Determining if non-registration was knowing and willful 

Unless you can document that the student meets one of the registration 
exemptions or that he served on active duty in the armed forces (with a 
character of service other than dishonorable), he must write to the Selective 
Service to get a status information letter addressing his failure to register. He 
may also download a request form from www.sss.gov to print out, complete, 
and mail. The student should provide as complete a description about 
his situation as possible: where he was living during the period when he 
should have registered, whether he was incarcerated or institutionalized, his 
citizenship status during the period, if applicable, and so on. 


If the student receives a “general exemption letter” (codes E1-E8) or 
a “DOB before 1960” letter (code NR), he is exempt from registration and 
may receive FSA funds. If he receives any other type of letter, you must 
determine based on all relevant evidence whether he knowingly and willfully 
failed to register. The letter from Selective Service may provide information 
that is crucial to your decision. For example, if the student received a letter 
indicating a compliance letter had been sent (code RL), this would be a 
negative factor when you make the determination. If the student received a 
“Military Service: Noncontinuous” letter (code NM), you might reasonably 
determine that the student did not knowingly and willfully avoid registration. 
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Most of the status information letters state that the final decision 
regarding the student's eligibility rests with the agency awarding funds. For 
the purposes of the FSA Programs, the decision is made by your school, 
which represents the Department of Education. If you determine that the 
student’s failure to register was knowing and willful, the student loses FSA 
eligibility. 


When deciding whether the student had knowingly and willfully failed to 
register, you should consider the following factors: 


e Where the student lived when he was aged 18-25. For example, if a 
student was living abroad, it is more plausible that he would not come 
into contact with the requirement for registration. 


¢ Whether the student claims that he thought he was registered. 
Mistakes in recordkeeping can occur. Correspondence indicating an 
attempt to register could form a basis for determining that the student 
did not knowingly and willfully fail to register. On the other hand, 
a letter from Selective Service stating that it received no response to 
correspondence sent to the student at a correct address would be a 
negative factor. 


e Why the student claims he was not aware of the widely publicized 
requirement to register when he was aged 18-25. 


Exception if SSS does not re- 
spond in 30 days 

As of this writing, the Selective Service 
System does not have a delay in 
responding to requests for status 
information letters. However, you may 
award aid while waiting for the letter 
from the SSS if their response time is 
longer than 30 days and if you have no 
evidence that a student intentionally 
failed to register. If the SSS response 
or other subsequent information 
causes you to conclude the student did 
knowingly and willfully fail to register, 
then he becomes ineligible for federal 
student aid and he, not your school, 

is responsible for returning the aid he 
received. 


Appeals 

The school’s decision is final and cannot 
be appealed to the Department except 
in one limited instance. The regulations 
state that the Department will hear ap- 
peals from students who have provided 
their schools with proof that they are in 
compliance (i.e., that they are registered 
or exempt from registration) but who 
are still being denied federal student aid 
based on the registration requirement. 
34 CFR 668.37 (f) 


Vol. 1—Student Eligibility 2016-17 Glossary-Acronyms CFR DCL 


Eligibility for Specific 
FSA Programs 


Glossary-Acronyms CFR DCL 


CHAPTER 6 


Most of the student eligibility requirements we have discussed so far apply to all or most of 
the FSA programs. In this chapter we'll describe some additional eligibility requirements 


which are program specific. 


FEDERAL PELL GRANTS 

[ general, a student must be enrolled in an undergraduate course of study 
at a non-foreign institution to receive a Pell Grant, though there are teach- 

ing certification exceptions (see the next page). A student who has earned a 


baccalaureate degree or a first professional degree cannot receive a Pell Grant. 


A student who completes a master’s program has earned a degree be- 
yond the baccalaureate level (in many instances a professional degree), mak- 
ing the student ineligible for a Pell Grant even if he or she does not have a 
bachelor’s degree and enrolls in an undergraduate program. 


A student who has received an associate degree—or any certificate or 
diploma below the baccalaureate level—and who enrolls in another under- 
graduate program continues to be considered an undergraduate student until 
she has completed the curriculum requirements for a first bachelor’s degree. 


A student with a baccalaureate or professional degree is ineligible even 
if the degree is from an unaccredited school or is not recognized by your 
school. Similarly, a student with a baccalaureate or professional degree from 
a foreign school usually isn’t eligible for a Pell Grant. But because a foreign 
degree often won’t translate neatly into the American classification, the 
school must judge whether it equates to a U.S. bachelor’s degree. If the stu- 
dent provides written documentation that the foreign degree is not equiva- 
lent to a bachelor’s degree awarded in the United States, you may determine 
that he does not have a bachelor’s degree. Documents supporting such a 
conclusion may include information about the type of school the student at- 
tended and total years of education leading to the degree. 


Occasionally a student will complete all the requirements for a bachelor’s 
degree but will continue taking undergraduate courses without accepting 
the degree. Your school must decide whether and at what point the student 
completed the baccalaureate course of study. If your school determines that 
the student did complete a bachelor’s program (regardless of whether the 
student accepted the degree), then the student is no longer eligible to receive 
a Pell Grant. 
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Undergraduate student 
definition 

34 CFR 668.2(b) 

A student enrolled in a program of 
study that is usually four, or sometimes 
five, academic years and that leads 

to a baccalaureate degree. A student 
enrolled in a program that lasts longer 
than five years, typically first profession- 
al degree programs such as a six-year 
pharmacy program, can be considered 
an undergraduate for only the first 
three or four years. 


Students enrolled in dual degree pro- 
grams that confer a bachelor’s degree 
and either a graduate or first profes- 
sional degree are undergraduates 

for at least the first three years of the 
program. The school determines at 
what point after three years the student 
ceases to be an undergraduate. 


For the FSEOG, Pell, and TEACH Grant 
programs, a student is an undergradu- 
ate only if he has not earned, or com- 
pleted the requirements for, a bach- 
elor's or professional degree. Students 
enrolled in an eligible postbaccalaure- 
ate program as described on the next 
page are still undergraduates for receiv- 
ing TEACH and Pell Grants. 

34 CFR 668.2(b), 690.6, 686.2(d) 
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Incarcerated Students and 
Pell 

DCL GEN-14-21 

HEA Sec. 401(b)(6) 

34 CFR 668.32(c)(2),(3) 
http://ifap.ed.gov/dpcletters/attach- 
ments/GEN 1421FAQAttachment.pdf 
Costs for incarcerated students: 
HEA Sec. 472(6) 


Professional degree 

A degree that signifies both comple- 
tion of the academic requirements for 
beginning practice in a given profession 
and a level of professional skill beyond 
that normally required for a bachelor’s 
degree. Professional licensure is also 
generally required. Some examples are 
pharmacy (Pharm.D.), dentistry (D.D.S. 
or D.M.D.), and law (L.L.M. or J.D.). 


Eligible postbaccalaureate 
program and the FAFSA 

34 CFR 690.6(c) 

HEA Sec. 484(a)(4)(B) 

Normally a student who indicates on 
the FAFSA that he has a bachelor’s de- 
gree won't be listed in the Department's 
records as a Pell-eligible student, and 
the school won't be able to receive Pell 
funds for the student. However, to al- 
low students who are eligible under the 
postbaccalaureate program provision to 
be paid, students who correctly report 
that they have a bachelor’s degree but 
also indicate on the FAFSA that they’re 
in a teaching credential program will 

be listed as Pell-eligible students. Of 
course, you must determine whether 
the student actually falls under the eli- 
gible postbaccalaureate provision. 


Incarcerated students and sex offenders 

Students incarcerated in federal and state penal institutions aren’t eli- 
gible for Pell Grants, but those incarcerated in local and county penal institu- 
tions are potentially eligible for Pell. A student confined or incarcerated in a 
juvenile justice facility is potentially eligible for Pell. Students incarcerated by 
jurisdictions defined as a state in the law, such as the District of Columbia, 
are considered to be in a state penal institution and aren’t eligible for Pell 
Grants. A student isn’t considered incarcerated (and thus barred from po- 
tential Pell eligibility) if he or she is in a halfway house or home detention or 
is sentenced to serve only on weekends, or if he/she is confined in any sort of 
facility prior to the imposition of any criminal sentence or juvenile disposi- 
tion while awaiting trial. 


The cost of attendance for students who are incarcerated in local penal 
institutions is limited to tuition and fees and the price of books and supplies 
specifically related to the student’s course of study. For more information 
on the cost of attendance, see Volume 3, Chapter 2. A student cannot receive 
a Pell Grant if he is subject to an involuntary civil commitment following 
incarceration for a sexual offense (as determined under the FBI’s Uniform 
Crime Reporting Program). 


Duration of eligibility 

All students may receive Pell Grants for up to 12 semesters, measured by 
percentage of Scheduled Award(s) disbursed (“Lifetime Eligibility Used,” or 
“LEU” field in COD up to 600%). This limitation is not limited to students 
who received their first Pell Grant on or after July 1, 2008, as was the previ- 
ous limit. For more information on duration of Pell eligibility and LEU, see 
Volume 3, Chapter 3 of the FSA Handbook. 


Eligible postbaccalaureate program 

A student who is enrolled at least half time in a postbaccalaureate teacher 
certification or licensure program is eligible to receive a Pell Grant for the pe- 
riod necessary to complete the program if: 


e The program does not lead to a graduate degree; 


¢ The school offering the program does not also offer a bachelor’s degree 
in education; 


¢ The student is pursuing an initial teacher certification or licensing cre- 
dential within a state; and 


¢ The program consists of the courses required by a state to receive a pro- 
fessional certification or licensing credential necessary for employment as 
a teacher in an elementary or secondary school in that state. 


Under this very limited provision, a postbaccalaureate program is 
defined as a program that generally requires a student to have a bachelor’s 
degree before being admitted to the program. Accordingly, a program in 
which undergraduate students are routinely allowed to enroll would not meet 
the definition of a postbaccalaureate program for this purpose, nor would 
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a program that is generally open to undergraduates but that also admits 
students with bachelor’s degrees. For FSA purposes, a school must treat 

a student who receives a Pell Grant under this provision as enrolled in an 
undergraduate program. He is eligible for federal work-study and fifth-year 
undergraduate (not graduate student) Direct Loan limits. He is not eligible 
for an FSEOG. 


IRAQ AND AFGHANISTAN SERVICE GRANTS & ZERO EFCS 

A student whose parent or guardian died as a result of U.S. military ser- 
vice in Iraq or Afghanistan after September 11, 2001, may receive increased 
FSA funds if at the time of the parent or guardian’s death the student was 
either less than 24 years old or was enrolled in college. 


¢ If the student is eligible for a Pell Grant, you award and package all 
Title IV aid based on an EFC of zero. 


¢ If the student is ineligible for a Pell Grant only because his EFC is 
too high, he may receive an Iraq and Afghanistan Service Grant. As 
with Pell Grants, there is a receipt limit of 12 semesters (600% Life- 
time Eligibility Used/LEU in COD), and this limitation is not limited 
to students who received their first Pell Grant on or after July 1, 2008. 
Payments are adjusted for students enrolled less than full time. Un- 
like Pell Grants, these non-need-based grants do not count as esti- 
mated financial assistance. A student is tracked for LEU separately 
for Pell and IASG, and may concurrently have a running LEU tally 
for each. 


See Volume 3, Chapters 3 and 7 for more details on awarding and pack- 
aging these students. 
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Prohibition of Pell for 
concurrent enrollment 

34 CFR 690.11 

20 U.S.C. 1070a 

A student may not receive Pell Grant 
payments concurrently from more than 
one institution or from the Department 
and a school. 


Wrong grade level on the FAFSA 
When an undergraduate student incor- 
rectly reports on the Free Application 
for Federal Student Aid (FAFSA) that 

he will be a graduate student or has a 
bachelor’s degree, he must correct that 
information. Because the application 
shows that the student isn’t an under- 
graduate, the Department's records will 
show that he is ineligible for Pell. If the 
application isn’t corrected, the school 
won't be able to pay him a Pell Grant. 
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Direct Loan program 
34 CFR 685 


Preparatory coursework 
example 

34 CFR 685.203(a)(6) 

Eddy has a bachelor’s degree with a 
major in mathematics. He wants to 
enroll in a graduate computer science 
program at Guerrero University. He 
needs 12 more semester hours of 
computer science coursework to meet 
Guerrero’s admission requirements. 
He enrolls in courses that are part of 
Guerrero’s undergraduate degree 
program, but because he is not 
enrolled for the purpose of receiving 
an undergraduate degree, he is not 

a regular student. However, because 
the coursework is necessary for his 
enrollment in the graduate program, 
he may receive a Direct Loan for this 
coursework. 


Refusing or reducing loans 

34 CFR 685.301(a)(8) 

DCL GEN-11-07 

A school may refuse to originate a Di- 
rect Subsidized, Direct Unsubsidized, 

or Direct PLUS Loan or may reduce the 
borrower's determination of need for 
the loan if the reason for that action is 
documented and provided to the bor- 
rower in writing, and if— 

(i) The determination is made on a case- 
by-case basis; 

(ii) The documentation supporting the 
determination is retained in the stu- 
dent's file; and 

(iii) The school does not engage in any 
pattern or practice that results in a deni- 
al of a borrower's access to Direct Loans 
because of the borrower's race, gender, 
color, religion, national origin, age, dis- 
ability status, or income. 


Preparatory coursework at a 
different school 

A student may take the preparatory 
courses at School A (as long as they 

are part of an eligible program there) 
to prepare for enrollment at School B. 
Also, School A may require documenta- 
tion from School B that these courses 
are required for the student's enroll- 


DIRECT LOANS 

To be eligible for Direct Loans, undergraduate students attending a 
school that participates in the Pell Grant Program must first receive a deter- 
mination of their eligibility for Pell Grants. Generally a student must be en- 
rolled or accepted for enrollment in a degree or certificate program to receive 
FSA funds, but there are exceptions that apply to Direct Loans. 


Direct Subsidized Loans and Direct Unsubsidized Loans are two compo- 
nents of a single loan program. Therefore, a school may not choose to make 
only Direct Subsidized Loans or only Direct Unsubsidized Loans available 
to its eligible undergraduate and graduate students. A school may choose 
whether to participate in the Direct PLUS Loan Program. A school that 
chooses to participate in the Direct PLUS Loan Program and that has both 
undergraduate and graduate/professional students must make Direct PLUS 
Loans available to both the parents of its dependent undergraduate students 
and to its graduate/professional students. That is, such a school may not 
limit Direct PLUS Loan borrowing only to parents or only to graduate/pro- 
fessional students. 


Preparatory coursework 

A student may apply for a Direct Subsidized/Unsubsidized Loan (or a 
parent may apply for a Direct PLUS Loan on behalf of a dependent student) 
for coursework the school has documented is necessary for the student to 
enroll in an eligible program. The courses must be part of an eligible pro- 
gram otherwise offered by the school, though the student does not have to be 
in that program. If enrolled at least half time in these prerequisite courses, 
the student is eligible for loans for one consecutive 12-month period (not 
per program) beginning on the first day of the loan period. If the period of 
preparatory courses spans more than one academic year, the student may 
receive multiple loans. 


To be eligible for loans under this exception, the student must be taking 
classes that are a prerequisite for admission. A student who is only taking 
courses to raise his or her GPA in order to be admitted would not qualify. 


Teacher certification coursework 

Chapter 1 explains when a student may receive a Direct Subsidized/Un- 
subsidized (or a parent may receive a Direct PLUS Loan, among other aid, 
for courses necessary for an elementary or secondary school teaching creden- 
tial or certification). 


Parent borrower eligibility 

To borrow a Direct PLUS Loan for a student, the parent must be the 
student’s biological or adoptive mother or father, (regardless of whether he 
or she is the “custodial” parent or provided financial information on the 
FAFSA), or in some cases, a stepparent (see below). More than one parent 
may get a Direct PLUS Loan for the same dependent student as long as the 
total aid package does not exceed the student’s cost of attendance. 


A stepparent is eligible to borrow a Direct PLUS Loan if he or she is con- 
sidered to be a parent in accordance with the instructions on the FAFSA for 
purposes of reporting financial information on the FAFSA. A legal guardian 
is not considered a parent for FSA purposes. 
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In all cases, the dependent student on whose behalf a parent has applied 
for a Direct PLUS Loan must have filed a FAFSA. This requirement ensures 
that student eligibility data matches are conducted to verify that the depen- 
dent student on whose behalf the parent is borrowing: 


¢ Is not in default on an FSA loan and does not owe an overpayment 
on an FSA grant; 


e Has had his or her Social Security number verified by the Social Se- 
curity Administration; 


¢ Has had his or her citizenship status confirmed by either the Social 
Security Administration or the Department of Homeland Security; 
and 


¢ Ifrequired, has registered with the Selective Service System. 


Note that this requirement is for the student to submit a FAFSA. It is 
not a requirement for the parent borrower to submit a FAFSA in his or her 
name, and it does not preclude a “non-custodial” parent whose information 
is not included on the FAFSA, from obtaining a Direct PLUS Loan. 


Before originating a Direct PLUS Loan for a parent borrower, schools 
must review the Institutional Student Information Record (ISIR) or Student 
Information Record (SAR) of the dependent student to determine that there 
are no student eligibility issues that must be resolved before the parent can 
receive the Direct PLUS Loan. 


Both parents may get a Direct PLUS Loan as long as the total aid package 
does not exceed the student’s cost of attendance. Stepparents are also eligible 
to borrow a Direct PLUS Loan if their income and assets would be taken into 
account when calculating the dependent student’s EFC. A legal guardian 
is not considered a parent for FSA purposes. A parent may receive a Direct 
PLUS Loan only to pay for the education costs of a dependent undergraduate 
student who meets the eligible student definition. 


A parent must meet the same citizenship and residency requirements as 
a student. Similarly, a parent who owes an overpayment on an FSA grant or 
is in default on an FSA loan is ineligible for a Direct PLUS Loan unless he has 
made satisfactory arrangements to repay the grant or loan. Yet the parent's 
ineligibility for a Direct PLUS Loan does not affect the student's eligibility for 
other FSA funds. If the parent had a prior FSA loan that was cancelled for 
total and permanent disability, he or she must adhere to the same eligibility 
requirements outlined for borrowers in Chapter 3. 


Finally, a parent is not eligible for a Direct PLUS Loan if the federal gov- 
ernment holds a judgment lien on her property or if she is incarcerated. 
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150% Limit on Subsidized 
Loans 

January 17, 2014 E-Announcement (Fi- 
nal regs) 


Due to the Moving Ahead for Progress 
in the 21st Century Act, a new borrower 
on or after July 1, 2013, cannot receive 
subsidized loans for more than 150 
percent of the published length of the 
borrower's educational program. The 
law also provides that a borrower who 
becomes ineligible for subsidized loans 
because of the 150 percent limit is ineli- 
gible for interest subsidy benefits on all 
subsidized loans first disbursed to that 
borrower on or after July 1, 2013. 


Schools must begin using the new file 
layouts in NSLDS showing student en- 
rollment in specific programs of study 
by July 1, 2014 (and may begin doing 

so April 14, 2014); for more details on 
the new NSLDS record layouts, see the 
November 25th E-Announcement on 
150% Direct Subsidized Loan Limit Elec- 
tronic Announcement #6 on IFAP. For 
more on the 150% limit, known formally 
as the “Subsidized Loan Eligibility Time 
Limitation,” see Volume 3, Chapter 5. You 
can also email your questions _re- 
garding the 150% limit to: 
150Percent-Questions@ed.gov. 


You can also see the latest updates and 
FAQs on the 150% limit at the Depart- 
ment’s dedicated page on IFAP for this 
issue: ifap.ed.gov/150PercentDirectSubsi 
dizedLoanLimitinfo/index.html. 


Medical internships and 
residencies 

A student is ineligible to receive a Direct 
Loan or a Perkins Loan while in a medi- 
cal internship or residency program un- 
less it is part of the school’s degree pro- 
gram. This restriction does not apply to 
students in dental internship programs. 
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Direct PLUS adverse credit 
history 

34 CFR 685.200(c) 

E-Announcement January 27, 2015 
“Charged off’ means, for purposes of 
FSA aid, a debt that has been written off 
as a loss, but that is still subject to col- 
lection action. 

“In collection” means, for purposes of 
FSA aid, a debt that has been placed 
with a collection agency by a creditor or 
that is subject to more intensive efforts 
by a creditor to recover amounts owed 
from a borrower who has not respond- 
ed satisfactorily to the routine demands 
of the creditor's billing procedures. 


Student credit checks 

Financial aid administrators may not 
perform credit checks on students in 
connection with awarding them federal 
aid. 


Required counseling for 
endorser or extenuating circum- 
stance PLUS loans 

As of March 29, 2015, any PLUS Loan 
applicant who has an adverse credit his- 
tory but who qualifies for a PLUS Loan 
through the process for reconsideration 
due to extenuating circumstances or 
by obtaining an endorser for the loan 
must complete PLUS Loan counseling 
provided by FSA. While the counseling 
is mandatory only for these borrowers, 
FSA offers voluntary counseling for all 
PLUS Loan borrowers. Note that this 
special PLUS Loan counseling is sepa- 
rate and distinct from the PLUS Loan 
entrance counseling that all graduate 
and professional student PLUS Loan 
borrowers must complete. 


Adverse credit history for Direct PLUS 

A parent or graduate/professional student with an adverse credit history 
is prohibited from obtaining a Direct PLUS Loan unless he meets additional 
criteria. The Department obtains a credit report on each applicant for a loan 
from at least one national credit bureau. An applicant is considered to have 
an adverse credit history if: 


¢ The applicant has one or more debts with a total combined outstand- 
ing balance greater than $2,085 that are 90 or more days delinquent as 
of the date of the credit report, or that have been placed in collection 
or charged off during the two years preceding the date of the credit 
report; or 


During the five years preceding the date of the credit report, he has 
been determined to be in default on a debt, his debts have been dis- 
charged in bankruptcy, or he has been the subject of foreclosure, re- 
possession, tax lien, wage garnishment, or write-off of an FSA debt. 


An applicant cannot be rejected for a Direct PLUS Loan because she has 
no credit history—i.e., the absence of a credit history cannot be construed 
as an adverse credit history. For more detail on adverse credit history, see 
https://studentloans.gov/myDirectLoan/faqs.action, then click “credit 
check,” then “what is considered adverse credit” (note the “s” in the https 
portion of the URL). 


Someone with an adverse credit history can qualify for a Direct PLUS 
Loan by securing an endorser who doesn’t have an adverse credit history. 
For a parent borrower, the endorser may not be the dependent student 
for whom he is borrowing. Instead of securing an endorser, an applicant 
who has been determined to have an adverse credit history may submit 
documentation to the Department showing that there are extenuating cir- 
cumstances (see https://studentloans.gov/myDirectLoan/whatYouNeed. 
action?page=credit). The Department has the final decision on whether to 
make a loan to the person. A borrower who qualifies for a PLUS loan by 
obtaining an endorser or documenting extenuating circumstances must also 
complete PLUS counseling provided by FSA before receiving the loan; see 
the sidebar on this page. 


If your school participates in the Direct PLUS program but a student’s 
parent cannot obtain a Direct PLUS Loan, the student is allowed to borrow 
additional unsubsidized funds (see Volume 3, Chapter 5). 
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CAMPUS-BASED AID GENERAL REQUIREMENTS 

Unlike the Direct and Direct PLUS Loan programs, a student does not 
have to be enrolled at least half time to be eligible to receive aid through the 
Campus-Based Programs unless the student is seeking aid to attend a teacher 
certification or professional credential program. 


A student enrolled as an undergraduate, graduate, or professional stu- 
dent is eligible to receive assistance from the Federal Perkins Loan and Fed- 
eral Work-Study (FWS) programs. Only undergraduate students who do not 
have a baccalaureate or first professional degree are eligible to receive Federal 
Supplemental Educational Opportunity Grants (FSEOGs). This means that a 
student who has earned a bachelor’s or first professional degree may receive a 
Perkins Loan or FWS wages to pursue a graduate or additional undergradu- 
ate degree, but may not receive an FSEOG. See the “No FSEOG and FWS” 
sidebar note in Chapter 2 of this volume about how the Compact Act affects 
FSEOG and FWS eligibility for students from the Republic of the Marshall 
Islands and the Federated States of Micronesia. 


Teacher certification programs 

As with Direct Loans, a student may receive a Perkins Loan or FWS for 
coursework that doesn’t lead to a degree or certificate from the school but 
that is required by a state for an elementary or secondary school teaching cre- 
dential or certificate. See Chapter 1 of this volume. 


PERKINS LOANS 

Both undergraduate and graduate students may receive Perkins Loans, 
but those with exceptional financial need (as defined by your school) have 
priority. To receive a Perkins Loan, a student must meet the general eligibil- 
ity requirements and must not have borrowed the maximum amounts. A 
student who has earned a bachelor’s or first professional degree may receive a 
Perkins Loan to pursue an additional undergraduate degree. For students to 
receive a Perkins Loan, they must provide the school a driver’s license num- 
ber (if they have one) when they apply for the loan, and they must have their 
eligibility for a Pell Grant determined if they are undergraduates. 


A borrower who is in default on an FSA loan is not eligible for a Perkins 
Loan unless she has regained eligibility. However, a borrower who satis- 
fies any of the conditions that remove her defaulted Perkins Loan from the 
school’s cohort default rate becomes eligible for additional Perkins Loans. 


As with Direct Loans, if a borrower received a discharge of a Perkins 
Loan or NDSL due to total and permanent disability and applies for another 
Perkins Loan or NDSL, she must follow the procedure explained in Chapter 
3 of this volume. Note that Perkins loans will only be available until Septem- 
ber 30, 2016 for graduate students, and September 30, 2017 for undergradu- 
ate students. For more on Perkins awarding, see DCL GEN-16-05. 


Willingness to repay 


In selecting Perkins Loan recipients, a school must consider evidence of 
a borrower’s willingness to repay the loan. Delinquency, default, or other 
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Perkins Loan eligibility 

34 CFR 674.9 

Remaining Perkins loan authority 
DCL GEN-16-05 

Medical internship or residency 
HEA 464(c)(2)(A)(i) 
Incarceration 

34 CFR 668.32(c)(2)(ii) 

Default 

HEA 464 (b)(1) 

Teacher certification programs 
34 CFR 668.32(a)(1)(iii) 


Perkins eligibility—willingness 
to repay 
34 CFR 674.9(e) 


Previous disability cancellation 
34 CFR 674.9(g) and (h) 
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FWS eligibility 
34 CFR 675.9 


Additional FWS criteria 
For information on eligible FWS jobs, 
see Volume 6. 


failure to meet repayment obligations on a previous loan is evidence that the 
borrower is unwilling to repay a loan. For example, if a borrower has previ- 
ously satisfied a defaulted student loan involuntarily (such as by garnishment 
of the borrower’s wages), a school should consider this as evidence of unwill- 
ingness to repay and should deny further loan assistance to the borrower. 


Previous Perkins Loan discharged in bankruptcy 

Due to the Bankruptcy Reform Act of 1994, a student or parent may not 
be denied FSA loans solely on the basis of a bankruptcy filing or discharge. 
They also may not be required to repay a previously discharged loan in order 
to reestablish eligibility for new loans. However, aid administrators have 
more latitude in making awards under the Perkins than the Direct Loan 
program because they may consider a student’s willingness to repay. Ifa 
student has filed for or received a loan discharge in bankruptcy or has had 
an FSA loan determined dischargeable by a court of law, the bankruptcy may 
be considered when determining a student’s willingness to repay provided it 
is not the sole basis for the determination and for a denial of a Perkins Loan. 
Schools may also, of course, consider the student’s post-bankruptcy credit 
history in determining willingness to repay. 


FEDERAL WORK-STUDY (FWS) 

To be eligible for a Federal Work-Study (FWS) job, a student must meet 
all general eligibility criteria and must have financial need, that is, his cost 
of attendance must be greater than his expected family contribution (EFC). 
Also, a financial aid administrator may not award FWS employment to a 
student if that award, when combined with all other resources, would exceed 
the student’s need. However, unlike the other two Campus-Based Programs, 
the FWS Program does not require that priority be given to students who 
have exceptional financial need. In choosing students for FWS employment, 
schools must follow the procedures discussed in Volume 3, Chapter 6. 


A student can be employed in an FWS job during a period of non- 
attendance, such as a summer term. He must be planning to attend school 
during the next period of enrollment and must have financial need for that 
period—his current FWS earnings must be used to cover expenses for it and 
will count as estimated financial assistance. See Volume 6, Chapter 2 for 
more information. 
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FSEOG 

To receive a Federal Supplemental Educational Opportunity Grant 
(FSEOG), a student must have financial need and must meet the general eli- 
gibility requirements discussed in the other chapters of this volume. Students 
with the lowest EFCs who will also receive Pell Grants for the award year 
have primary consideration for an FSEOG. If, after giving FSEOG awards 
to all its Pell recipients, a school has FSEOG funds remaining, it can award 
those funds to eligible students with the lowest EFCs who will not receive Pell 
Grants. See Volume 3, Chapter 6. 


Additionally, to receive an FSEOG, one must be enrolled or accepted 
for enrollment as an undergraduate student and must not have previously 
earned a bachelor’s or first professional degree. A school must make FFEOG 
funds reasonably available (to the extent that funds remain) to all eligible stu- 
dents. 


TEACH GRANTS 

The Teacher Education Assistance for College and Higher Education 
(TEACH) Grant Program provides $4,000 annual grants to students who 
plan to become teachers. As a condition for receiving a TEACH Grant, stu- 
dents must agree to teach full-time in a high-need field, for at least four aca- 
demic years at an elementary school, secondary school, or educational service 
agency that serves low-income families. The grant recipient must complete 
the required four years of teaching within eight years of completing (or oth- 
erwise ceasing to be enrolled in) the course of study for which a TEACH 
Grant was received. Ifa grant recipient does not meet that obligation, the 
TEACH Grant funds received are converted to a Direct Unsubsidized Loan 
that must be repaid with interest. 


Amount of grant funds available 

A full-time TEACH Grant recipient may receive four scheduled awards 
of $4,000 each, or a total of $16,000, for the student’s first baccalaureate and 
first postbaccalaureate programs combined. Programs after the first bac- 
calaureate are not eligible. A graduate student may receive two scheduled 
awards, or a total of $8,000, for a master’s degree program. Students who 
are enrolled less than full time have the same maximums, though the annual 
awards will be smaller: for example, a student enrolled half time in a master’s 
program could receive an annual award of $2,000 for each of the four years it 
would take to complete the program. A TEACH Grant in combination with 
other assistance the student receives cannot exceed the cost of attendance; if 
it does, the aid package must be reduced. 


Receiving a TEACH Grant 

To qualify for a TEACH Grant, a student fills out not only a FAFSA but 
also an agreement to serve (explained later) and must be enrolled in a pro- 
gram and at a school that are both TEACH-grant eligible. 


Students must adhere to an academic standard: they must have a grade 
point average of at least 3.25 on a 4.0 scale, or the numeric equivalent (see 
“Schools without a traditional GPA”), or must have scored above the 75th 
percentile on at least one of the batteries on a nationally-normed standard- 
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FSEOG eligibility 
34 CFR 676.9 and 676.10 
34 CFR 668.32(c)(1) 


TEACH Grant Program 
34 CFR 686 


TEACH Grant definitions 
High-need field— 

1. Bilingual education and English 
language acquisition 

2. Foreign language 

3. Mathematics 

4. Reading specialist 

5. Science 

6. Special education 

7. Another field documented as high- 
need by the federal government, a 
state government, or a local education 
agency, and appearing on the Depart- 
ment’s annual Teacher Shortage Area 
Nationwide Listing. 


Postbaccalaureate program—a 
program for those who have completed 
a bachelor's degree that: 

1. does not lead to a graduate degree, 
2. consists of courses required by a state 
for a credential necessary for teaching 
at an elementary or secondary school 

in that state (this does not include any 
program offered by a TEACH Grant- 
eligible school that offers a bachelor’s 
degree in education), and 

3. is treated as an undergraduate pro- 
gram for FSA purposes. 


Scheduled Award—the maximum 
amount of a TEACH Grant that a full- 
time student could receive for a year. 


School or educational service agency 
serving low-income students (low- 
income school or educational service 
agency)—an elementary or secondary 
school or an educational service agency 
listed in the Department's annual 
Teacher Cancellation Low Income Direc- 
tory (see www.tcli.ed.gov) because it— 
1. is in the school district of a local 
education agency that is eligible for as- 
sistance under Title | of the Elementary 
and Secondary Education Act (ESEA); 
and 

2. has been determined by the Secre- 
tary to have more than 30 percent of its 
children qualify for services under Title | 
of the ESEA. 
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Highly qualified teacher 

The definition of “highly qualified” with 
respect to teachers is lengthy and is 
explained in Section 9101 (23) of the El- 
ementary and Secondary Education Act 
[USC 7801(23)] and Section 602(10) of 
the Individuals with Disabilities Educa- 
tion Act [USC 1401(10)]. 


TEACH Grant-eligible program 
This is an eligible program as described 
in Volume 2, Chapter 2, that prepares 
one to be a highly qualified teacher 

in a high-need field and that leads to 

a bachelor’s or master’s degree or is a 
postbaccalaureate program. A two-year 
program acceptable for full credit to- 
ward a bachelor’s degree is considered 
a program that leads to a bachelor’s 
degree. 


ized undergraduate, postbaccalaureate, or graduate school admissions test. 
An undergraduate student uses, for the first year, her final high school GPA 
or the GPA for all the classes she has taken at college through the most re- 
cently completed payment period; after the first year, she uses the latter GPA. 
A graduate student uses her undergraduate GPA for the first payment period 
and her cumulative graduate school GPA thereafter. 


You must have documentation of the GPA from the cognizant author- 
ity or from the student. For high school grades, the authority is typically the 
high school or, in the case of homeschooled students, the parents or guard- 
ians. If the student provides the document and you have reason to question 
its accuracy, you must obtain documentation directly from the cognizant 
authority. 


The previous academic requirements do not apply to certain graduate 
students. This group comprises current teachers or retirees from another 
occupation with expertise in a high-need field who are seeking a master’s de- 
gree, as well as current or former teachers who are completing a high-quality 
alternative certification, such as Teach for America. 


When you determine TEACH Grant eligibility for transfer students and 
calculate their GPA, you must, for at least the first payment period, include 
grades for courses accepted for transfer into the TEACH Grant-eligible pro- 
gram. For subsequent payment periods, follow your academic policy regard- 
ing the calculation of the GPA, whether that is to include grades for courses 
that transfer or to exclude them. 


Agreement to serve 
To receive a TEACH Grant, a student must sign an agreement to serve. 
This document explains that the student will do the following: 


¢ Serve as a full-time teacher for a total of at least four academic years 
within eight calendar years of completing or otherwise ceasing to be 
enrolled in the course of study for which the TEACH Grant was re- 
ceived; 


Teach at a school or educational service agency serving low-income 
students; 


Comply with the requirements for being a highly qualified teacher 
(see the sidebar note); 


Teach (in the majority of classes) in a high-need field, which includes 
subjects on the nationwide shortage area list at www.ed.gov/about/ 
offices/list/ope/pol/tsa.html that is updated each year by the Depart- 
ment; 


Upon completion of each year of service, provide certification of that 
service from the chief administrative officer of the school or educa- 
tional service agency; and 
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e If the student fails or refuses to carry out the service obligation in the 
required timeframe, the student must repay as a Direct Unsubsidized 
Loan the total amount of all TEACH Grants received, with interest ac- 
crued as of the date of disbursement of each grant. 


A TEACH Grant recipient must complete a four-year service obliga- 
tion for each program of study for which a TEACH Grant was received. The 
eight-year period for completing this obligation begins when the student’s 
enrollment in the program ends. Teaching may apply to more than one 
obligation: for example, a student who completes a bachelor’s and a master’s 
program consecutively and receives TEACH Grants for both would have two 
service obligations. The student could receive a suspension for completing 
the obligation for the undergraduate program while enrolled in the master’s 
program. Once that is done, four years of qualifying teaching would satisfy 
the service obligations for both programs. However, a student who finishes 
the bachelor’s program, completes the obligation for it, and later enrolls in 
the master’s program would need to complete another four-year service obli- 
gation. 


For each year of the service obligation, the TEACH Grant recipient must 
teach a majority of classes in a high-need field. Fields on the nationwide list 
must be designated as high-need by the state where and when the individual 
begins teaching or they must have been listed at the time a TEACH Grant 
was received. Teaching in a geographic region of a state or in a grade level 
not associated in the nationwide list with the student’s field does not satisfy 
the service obligation. 


Schools without a traditional GPA 

Schools that do not use a standard 4.0 GPA scale for a program must 
have a written equivalency policy with a numeric scale and must make it 
available upon request. The policy must clearly differentiate student perfor- 
mance so that it can support a determination that a student has achieved at a 
level commensurate with at least a 3.25 GPA on a 4.0 scale. Generally a grad- 
ing scale that includes only “pass/fail,” “satisfactory/unsatisfactory,” or some 
other non-numeric evaluation will not meet this requirement unless it can 
be shown that a “pass” or “satisfactory” grade has a numeric equivalent to a 
traditional 3.25 GPA (or higher) or that a student’s performance on tests and 
assignments yielded such a numeric equivalent. 


Such a policy must be consistent with other grading scales that the school 
has developed for academic and other (including FSA) purposes—e.g., grad- 
uate school applications, scholarship eligibility, insurance certifications—to 
the extent that such scales distinguish between levels of student academic 
performance. 
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School without a traditional GPA 
At Marble University, instructors 
submit, at the end of the semester, an 
evaluation that the work a student does 
in a class is “satisfactory” or “unsatisfac- 
tory.” The catalog indicates that the 
evaluation is never translated into a 
grade by the registrar's office. Neither 
the catalog, the faculty handbook, nor 
any other school publication differenti- 
ates levels of satisfactory student perfor- 
mance. Even though the state scholar- 
ship program accepts a “satisfactory” 

as the equivalent of a “B,” the university 
may not make such an assumption for 
the TEACH Grant program. Moreover, 

a “B” grade generally corresponds to a 
GPA of 3.0, while TEACH Grants require 
a GPA of 3.25 or better. 
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This volume of the Federal Student Aid Handbook comprises topics 
pertaining to colleges’ general obligations in administering the Title 
IV student aid programs: institutional and program eligibility, ad- 
ministrative requirements, audits, record keeping, program reviews, 
and providing information to the public are all explained. 


hroughout the Handbook we use “college,” “school,” and “institu- 

tion” interchangeably unless some more specific use is given. Similarly, 
“student,” “applicant,” and “aid recipient” are synonyms. “Parents” in this 
volume refers to the parents of dependent students, and “you” refers to the 
primary audience of the Handbook: financial aid administrators at colleges. 
“We?” indicates the United States Department of Education (Department, 
ED), and “federal student aid” and “Title IV aid” are synonymous terms for 
the financial aid offered by the Department. 


We appreciate any comments that you have regarding the Federal 
Student Aid Handbook. We revise and clarify the text in response to ques- 
tions and feedback from the financial aid community, so please contact us 
at fsaschoolspubs@ed.gov to let us know how to improve the Handbook so 
that it is always clear and informative. 


CHANGES FOR 2016-2017 

Throughout the volume we modified how URLs are presented so that 
they link properly to their destination. We also changed references to the 
“school participation teams” to “school participation divisions.” 


On page 11 we amended the margin note on career pathway programs to 
refer to DCL GEN- 16-09, which supersedes the guidance of GEN-15-09, for 
further information. 


We added a margin note on page 13 about the Experimental Sites Initia- 
tive explaining the program and giving its website. 


We updated the text on page 21 and generalized it so that it is more 
about certifying GE programs generally and less about the transitional certifi- 
cations for those programs. 


On page 31 we deleted the section “When a school must use clock hours 


for FSA purposes” and the pertinent reference in the margin to account for 
the October 30, 2015, Federal Register changes to 34 CFR 668.8(k). 
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On page 38 we added a margin note explaining that in cases where a stu- 
dent who was thought to be eligible received Title IV aid but really was ineli- 
gible, the student must return all the Title IV aid he received while ineligible, 
even if that occurred in a previous award year. 


In the bullet on page 50 pertaining to the eCampus-Based System, we 
added two other required filings via eCB: the Work Colleges application and 
report, and the report of disbursements made to students with intellectual 
disabilities in approved Comprehensive Transition and Postsecondary (CTP) 
programs. 


We added the second paragraph to the margin note on page 51 about 
two-factor authentication being implemented for the G5 payment system. 


On page 83 we included the sanctions due to high default rates that are 
explained in 34 CFR 668.206 and DCL GEN- 14-03. 


On page 85 we substituted the margin note about the NSLDS Gainful 
Employment User Guide with one that includes that document and other GE 
publications. 


On pages 86 and 87, we noted that the burden of proof for substantiating 
corrections or challenges to the student list or challenges to the draft rates, 
respectively, lies with the school. 


At the bottom of page 88, under “Using a survey to get earnings data,” 
we removed these sentences: “Both the standards and the survey will be 
published in the Federal Register. Although a school is not required to use 
the RGEES, it must still adhere to the survey standards if it collects the data 
without the RGEES.” Pay attention to future relevant guidance as it becomes 
available on the IFAP website. 


On page 103 we removed the margin note defining branch campus 
because it duplicated the margin note on page 11. 


We added a sentence on page 104 under “Updating a program” referring 
back to page 21, where we explain renewing a gainful employment program’s 
certification after updating information for the program on the E-App. 


In Chapter 6 we moved some of the margin notes to the body of the 
page: those for the Financial Aid Shopping Sheet and the net price calculator. 


On page 113 we added bullets for information that a school must give to 
the public about its student activities and student body diversity. 


On page 114 we added a paragraph to the net price calculator section 
explaining the disclaimer that must accompany net price estimates. 


We added a paragraph at the bottom of page 116 about the new GE dis- 
closure requirements of 34 CFR 668.412 that will take effect on 1/1/17. 


On page 117 we added the sections on promotional materials and direct 
distribution to prospective students. 
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On page 118 we updated subparagraph 11 under the annual security 
report requirements from 34 CFR 668.46(b). That update applies to dating 
and domestic violence, stalking, and sexual assault. 


We updated the list of crimes that are reported to the Department and 
the campus community, and we moved it to the body of page 120. Also on 
that page, we added a section titled “Reported crimes must be recorded.” 


We put the definitions related to crime reporting in a box on page 121. 


We included under “Notice of penalties” in the margin of page 125 the 
requirement that when students lose Title IV eligibility due to drug convic- 
tions, their school must provide them a separate and clear notice of losing 
eligibility and how that can be regained. 


On page 125 we noted that the timely notification of crimes must be 
done in a manner that keeps confidential the names and other identifying 
information of victims. 


We added text to the margin note on page 128 about loan counseling 
disclosures indicating that there are additonal Perkins disclosures given in 
DCL GEN-16-05 and the Perkins Loan Program Extension Act of 2015 that 
are not given in the Perkins regulations. 


On page 141, in the section “Campus-Based disclosure,” we changed the 
frequency with which Standard Form LLL must be provided from quarterly 
to annually. 


On page 155 we added to the first margin note a reference to DCL GEN- 
15-18, which discusses protecting student information. We also inserted a 
sentence in the second margin note about the need for schools to report to 
FSA when they have a security breach of student records or information. 


We edited the section on unpaid commitments on page 166 to show that 
the rules there also apply if a program loses its eligibility. 
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Institutional 


Eligibility 


CHAPTER 1 


This chapter discusses the three types of institutions that are eligible to 
participate in the Federal Student Aid (FSA) programs. If circumstances 
change and a participating school no longer qualifies as an eligible 
institution, it must notify the Department of Education (the Department; see 
Chapter 5) and carry out the closeout procedures described in Chapter 8. 


Schools must apply to and receive approval from the Department to 
be eligible to participate in the FSA programs before they can be certified 
for participation. Some schools apply only for designation as an eligible 
institution—they do not seek to participate—so that their students may 
receive deferments on FSA program loans or be eligible for the American 
Opportunity and Lifetime Learning tax credits or other non-FSA programs 
that require schools to be FSA-eligible. The same application is used to apply 
for both eligibility and certification for participation (see Chapter 2). 


TYPE AND CONTROL 


The three types of eligible institutions 

The law defines three kinds of eligible institutions: institutions of higher 
education, proprietary institutions of higher education, and postsecondary 
vocational institutions. Each type of school is eligible to participate in all the 
FSA programs, provided it offers the appropriate type of program (see the 
chart on the next page). This section covers the key elements of the three 
definitions, giving special attention to those requirements that affect the 
definition of an eligible program. 


Although the criteria for the three types of institutions differ, it is 
possible for some programs at an institution of higher education to meet the 
requirements for a postsecondary vocational institution. 


Institutional control 

The control of an institution distinguishes whether it is public or private, 
nonprofit or for-profit. By definition, an institution of higher education or 
a postsecondary vocational institution can be either public or private but is 
always nonprofit. A proprietary institution of higher education is always a 
private, for-profit institution. 
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Related information 

> Eligible program—Chapter 2 

> Closeout procedures—Chapter 8 

> Applying to participate, New School 
Guide 

> Eligibility of homeschooled and 
correspondence students—Volume 17, 
Chapter 1 


Assessing your school’s 
compliance 

To assess your school’s compliance 
with the provisions of this chapter, 

see the FSA Assessment module for 
“Institutional Eligibility,” at: 
(http://ifap.ed.gov/qahome/ 
qaassessments/institutionalelig.html). 


Definitions of eligible 
institutions 
34 CFR 600.4, 600.5, and 600.6 


2-5 


Volume 2—School Eligibility and Operations, 2016-2017 


Glossary/Acronyms CFR DCL 


Type and Control of Eligible Institutions 


Institution of 
Higher Education 


A public or private nonprofit 
educational institution located 
in astate 


The institution offers 


(1) associate, bachelor’s, gradu- 
ate, or professional degree 
programs; 


—_ 
N 
aS 


a program of at least two years 
that is acceptable for full credit 
toward a bachelor’s degree; or 


= 
(eS) 
SS 


a training program of at 
least one academic year 

that leads to a certificate 

or other nondegree 
recognized credential and 
prepares students for gainful 
employment in a recognized 
occupation. 


Proprietary Institution of 
Higher Education 


A private, for-profit 
educational institution 
located in a state 


The institution must 


(1) provide training for gainful 


employment in a recognized 
occupation or 


(2) have provided a program leading 


to a baccalaureate degree in liberal 
arts continuously since 1/1/09 (with 


continuous regional accreditation since 


10/1/07 or earlier). 


Programs offered must meet the criteria 
of at least one category below: 


(1) They are at least a 15-week 


(instructional time) undergraduate 
program of 600 clock hours, 16 
semester or trimester hours, or 24 
quarter hours. They may admit 
students without an associate degree 
or equivalent. 


(2) They are at least a 10-week 


(instructional time) program of 300 
clock hours, 8 semester or trimester 
hours, or 12 quarter hours. They must 
be a graduate/professional program 
or must admit only students with an 
associate degree or equivalent. 


(3) They are at least a 10-week 


(instructional time) undergraduate 
program of 300-599 clock hours. They 
must admit at least some students 
who do not have an associate degree 
or equivalent and must meet specific 
qualitative standards. Note: These 
programs are eligible only for Direct 
Loan participation. 


Postsecondary Vocational 
Institution 


A public or private nonprofit 
educational institution located 
inastate 


The institution must provide 
training for gainful employment 
in a recognized occupation. 


Programs offered must meet the 
criteria of at least one category 
below: 


(1) They are at least a 15-week 
(instructional time) 
undergraduate program of 
600 clock hours, 16 semester 
or trimester hours, or 24 
quarter hours. They may 
admit students without 
an associate degree or 
equivalent. 


(2) They are at least a 10-week 
(instructional time) program 
of 300 clock hours, 8 
semester or trimester hours, 
or 12 quarter hours. Must 
be a graduate/professional 
program or must admit only 
students with an associate 
degree or equivalent. 


(3) They are at least a 10-week 
(instructional time) 
undergraduate program of 
300-599 clock hours. Must 
admit at least some students 
who do not have an associate 
degree or equivalent and 
must meet specific qualitative 
standards. Note: These 
programs are eligible only for 
Direct Loan participation. 


Any school may act as a postsecondary vocational institution to offer GE programs less than one academic year in length. 
Also, all three institutional types may provide a comprehensive transition and postsecondary program for individuals with 


intellectual disabilities. 


“Two-Year Rule” (applicable to proprietary and postsecondary vocational institutions): Legally authorized to give (and 
continuously have been giving) the same postsecondary instruction for at least two consecutive years. 
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BASIC CRITERIA FOR ELIGIBLE INSTITUTIONS 


To be eligible an institution must 


be legally authorized by a state to provide a postsecondary education 
program in that state, 


be accredited by a nationally recognized accrediting agency or have 
met the alternative requirements, if applicable, and 


admit as a regular student only individuals with a high school 
diploma or its recognized equivalent or individuals beyond the age 
of compulsory school attendance in the state where the institution is 
located. 


These requirements are discussed in the following sections. 


LEGAL AUTHORIZATION BY A STATE 


Generally, an eligible institution must be located in a state. A school is 
physically located in a state if it has a campus or instructional site in that 
state. There are exceptions: 


Institutions of higher education in the Federated States of 
Micronesia and the Republic of the Marshall Islands are eligible for 
purposes of the Federal Pell Grant Program. 


Institutions of higher education in Palau are eligible for purposes of 
the Federal Pell Grant, FSEOG, and FWS programs. 


Foreign schools may participate in the Direct Loan Program, subject 
to the rules of Subpart E of 34 CFR Part 600. 


There are two basic requirements for an institution to be considered 
legally authorized by a state for the purpose of Title IV program eligibility: 


(1) the state must authorize the institution by name to operate postsecondary 
educational programs; and (2) the state must have a process to review and act 


on complaints concerning the schools, including enforcing applicable state 
laws. The following are exempt from both of these requirements: 


schools authorized by name by the federal government to offer 
educational programs beyond secondary education, and 


schools authorized by name by an Indian tribe [as defined in 25 
USC 1801(a)(2)] to offer educational programs beyond secondary 
education, provided they are located on tribal lands and the tribal 
government has a process to review and appropriately act on 
complaints concerning the schools and enforces applicable tribal 
requirements or laws. 


Religious institutions must comply with (2) but are exempt from (1) 
above—i.., they are already considered to be legally authorized to operate 
postsecondary educational programs—if they are exempt from state 
authorization as religious institutions under the state constitution or by state 
law. See the definition in the margin on the following page. 
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Nonprofit institution 

A school that is 

* owned and operated by one or 
more nonprofit corporations or 
associations whose net earnings do 
not benefit any private shareholder 
or individual, 
legally authorized to operate 
as a nonprofit organization by 
each state in which it is physically 
located, and 
determined by the Internal 
Revenue Service (IRS) to be eligible 
for tax-deductible contributions in 
accordance with the IRS Code [26 
U.S.C. 501(c)(3)]. 


Foreign schools eligible 

for Direct Loan Program 

By law a foreign school can participate 
in the Direct Loan Program if it is 
comparable to an institution of higher 
education in the United States and has 
been approved by the Department. The 
regulations give specific requirements. 
For more about foreign school 
eligibility, see the page at 
(http://ifap.ed.gov/ForeignSchoollnfo/ 
ForeignSchoollnfo.html). 


State defined 

“State” includes not only the 50 states, 
but also American Samoa, Puerto Rico, 
the District of Columbia, Guam, the U.S. 
Virgin Islands, and the Northern Mariana 
Islands. See 34 CFR 600.2. 


State authorization 

The regulations for a school to be 
considered legally authorized by a state 
were effective July 1, 2011, although 
annual delays in implementation were 
provided for schools in states that 
could not implement the changes in 34 
CFR 600.9(a) and (b) in time. The state 
authorization regulations are now fully 
effective as of July 1, 2015; see DCL 
GEN-15-10 for guidance going forward. 
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Definition of religious institution 

An institution that 
is owned, controlled, operated, 
and maintained by a religious 
organization lawfully operating asa 
nonprofit religious corporation; and 
awards only religious degrees 
or certificates including but not 
limited to a certificate of Talmudic 
studies, an associate of Biblical 
studies, a bachelor of religious 
studies, a master of divinity, or a 
doctor of divinity. 

34 CFR 600.9(b)(2) 


Definition of Indian tribe 

The institutional eligibility regulations 
(see 34 CFR 600.9) incorrectly cite 25 
USC 1802(2); this will be corrected in the 
Federal Register to 25 USC 1801 (a)(2). 


Authorization to operate postsecondary educational programs 

A school can be established by name as an educational institution 
through a state charter, statute, constitutional provision, or other action 
by an appropriate state entity. The school must be authorized to operate 
educational programs beyond the secondary level, including programs 
leading to a degree or certificate. In addition, the institution must comply 
with any applicable state approval or licensure requirement, although the 
state may exempt the school from that approval or requirement based on the 
school being in operation for at least 20 years or on its accreditation by one 
or more accrediting agencies recognized by the Department. 


If a school was not established by name as an educational institution but 
was established by a state on the basis of an authorization to conduct business 
or to operate as a nonprofit charitable organization, it must be approved or 
licensed by name by the state to offer programs beyond secondary education, 
including programs leading to a degree or certificate. Such a school can’t 
be exempted from state approval or licensure requirements based on 
accreditation, years in operation, or a comparable exemption. 


A school must have documentation that it has the authority to operate 
in a state at the time of its certification to participate in the FSA programs. 
For more information on applying for participation in the FSA programs, 
see the New School Guide. Existing Title IV schools should ensure that 
they are currently in compliance with the regulations, but they are not 
required to immediately update their Eligibility and Certification Approval 
Report (ECAR). Instead, they can include the information showing their 
state authorization when they next submit their application for approval to 


How different types of schools meet state authorization requirements 


Legal Entity Entity Description Approval or Licensure Process 


Educational 
Institution 


Business 


Charitable 
Organizations 


A public, private nonprofit, or for-profit 
institution established by name through a 
charter, statute, articles of incorporation, 
or other action issued by an appropriate 
state entity as an educational institution 
authorized to operate educational 
programs beyond secondary education, 
including programs leading to a degree or 
certificate. 


A for-profit entity established by the state 
on the basis of an authorization or license 
to conduct commerce or provide services. 


A nonprofit entity established by the state 
on the basis of an authorization or license 
for the public interest or common good. 


The institution must comply with any applicable 
state approval or licensure process and be approved 
or licensed by name. It may be exempted from such 
requirement based on its accreditation or being in 
operation at least 20 years. 


The state must have a state approval or licensure 
process, and the institution must comply with that 
process and be approved or licensed by name to 

offer postsecondary education. An institution in this 
category may not be exempted from state approval or 
licensure based on accreditation, years in operation, or 
a comparable exemption. 


Notes: The chart does not apply to federal, tribal, and religious institutions, which are exempt from these requirements, 
or to distance education programs offered out of state. A state must have a process to review and address complaints 
directly or through referrals; this applies to all institutions except tribal and federal institutions. For tribal institutions, the 
tribal government must have a process to review and appropriately act on complaints concerning them and to enforce 
applicable tribal requirements or laws. 
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participate in the FSA programs. For questions about documenting state legal 
authorization, schools should contact their participation team, information 
for which can be found at www.eligcert.ed.gov/. 


State complaint process 

The state must have a process to review and act on complaints (for 
example, about fraud or false advertising) concerning a school, which must 
provide the contact information for filing those complaints to enrolled 
and prospective students. Complaints can be handled by the state attorney 
general’s office or a state agency as long as that entity can review, investigate, 
and resolve complaints against the school. There may be different complaint 
processes for different types of schools. Whatever entity handles complaints, 
the state must have the final authority for the process. See DCL GEN-14-04 
for more information. 


ACCREDITATION 


Generally, a school must be accredited or preaccredited by a nationally 
recognized accrediting agency or association (both referred to here as 
agencies) to be eligible. 


Except as provided here, a school must be accredited by an agency that 
has the authority to cover all of the institution’s programs. An agency such 
as this is referred to as the school’s primary accrediting agency. A school can 
have only one primary accreditor. 


A school may also be accredited by one or more programmatic 
accrediting agencies. A programmatic accrediting agency is one that accredits 
only individual educational programs that prepare students for entry into a 
profession, occupation, or vocation. 


If a school is seeking to change primary accreditors, it must first provide 
the Department and the agencies all materials documenting the reasons for 
the change. Information on accreditation changes is in Chapter 5. 


Alternatives to regular accreditation 

The law provides two statutory alternatives to accreditation by a 
recognized accrediting agency. First, a public or private nonprofit institution 
may be preaccredited by an agency or association that has been approved by 
the Department to grant such preaccreditation. Second, public postsecondary 
vocational educational institutions may be eligible for FSA funds if accredited 
by a state agency that the Department determines to be a reliable authority. 


Primary accreditor 

The primary accreditor typically is an accrediting agency whose scope is 
institution-wide rather than only programmatic. A participating institution 
must tell the Department which accrediting agency it wants to serve as 
its primary accrediting agency for FSA eligibility. If a school offers only 
programs of a singular nature, the school’s primary accreditor may be an 
agency that accredits only those specific educational programs. 
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Role of state entities 

The regulations mention, as one option, 
that an institution may be established 
by name through some “other action” 
by an appropriate state entity. Other 
institutions, established as businesses 
or nonprofit charitable institutions, 
must show that the state took an active 
role in approving or licensing them to 
operate postsecondary educational 
programs. For details on these and 
other issues, see DCL GEN-13-20. 


Nationally recognized 
accrediting agency 

An agency or association the 
Department has recognized to accredit 
or preaccredit a category of institution, 
school, or educational program 
according to 34 CFR Parts 602 and 603. 


List of accrediting agencies 

The Department periodically publishes 
a list of nationally recognized 
accrediting bodies in the Federal 
Register based on criteria in 34 CFR Part 
602. The list of accrediting agencies 
recognized for FSA purposes is on the 
Department's website at (www.ed.gov/ 
admins/finaid/accred/index.html). 
Agencies recognized for their 
preaccreditation categories are in 
Section 7. Information about national 
recognition of state approval agencies 
is in Section 10. 


Preaccredited 

A status granted by a nationally 
recognized accrediting agency or 
association to a public or private 
nonprofit institution that is progressing 
toward accreditation within a 
reasonable period of time. 
Institutions of Higher Education 

34 CFR 600.4(a)(5)(ii) 

Postsecondary Vocational Institutions 
34 CFR 600.6(a)(5)(i) 


Alternatives to accreditation 
Institutions of Higher Education 

34 CFR 600.4(a)(5)(ii) 

Postsecondary Vocational Institutions 
34 CFR 600.6(a)(5)(ii) 
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Admissions standards 
34 CFR 600.4(a)(2), 600.5(a)(3), 600.6(a) 
(2) 


Checking validity of high school 
diplomas 

A school must evaluate the validity of a 
student's high school completion if the 
school or the Department has reason to 
believe that the high school diploma is 
not valid or was not obtained from an 
entity that provides secondary school 
education. This is discussed in detail in 
Volume 1, Chapter 1. 

34 CFR 668.16(p) 


Regular student definition 

A person who is enrolled or accepted 
for enrollment in an eligible program 
to obtain a degree, certificate, or other 
recognized educational credential. If 

a person is not yet beyond the age of 
compulsory school attendance in the 
state where the college is physically 
located, it may only enroll her as a 
regular student if she has a high school 
diploma or its equivalent or is dually 
enrolled in high school and college. 
34 CFR 600.2 


Dual enrollment in high school 
and college 

20 USC 1001(b)(2)(B), 1002(b)(2)(B) and 
(c)(2)(B) 


Related requirements 

Aschool may not deny readmission 
to a service member of the uniformed 
services for reasons relating to that 
service. See Chapter 3 for more 
information. 
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Dual accreditation 

If a school is accredited by two agencies at the same time, the school 
must designate which agency’s accreditation will be used in determining 
institutional eligibility for FSA funds and must inform the Department via 
the E-App. Further, the school must provide to the Department and to both 
agencies all materials documenting the reasons for dual accreditation before 
the school adds the additional accreditation. See Chapter 5 for more on 
changes in accreditation and loss of eligibility. 


ADMISSIONS STANDARDS 


An eligible institution may admit as regular students only persons who 
have a high school diploma or its recognized equivalent, are beyond the age 
of compulsory school attendance in the state in which the school is located, 
or are dually enrolled in the college and a secondary school. 


An eligible student must have a high school diploma or its recognized 
equivalent or be beyond the age of compulsory attendance and meet the 
criteria for homeschooled students. Students who are dually enrolled in high 
school and college are not eligible for FSA funds. See Volume 1, Chapter 1. 


High school diploma 

A high school diploma is a document recognized by the state in which 
the high school is located. Unless required by its accrediting or state licensing 
agency, the college is not required to keep a copy of a student’s high school 
diploma or recognized equivalent of a high school diploma (see below). 
Rather, the college may rely on the student’s certification (including that 
on the FAFSA) that he or she has received the credential and a copy of the 
certification must be kept on file. This certification need not be a separate 
document. It may be collected on the college’s admissions application. The 
college may also require the student to provide supporting documentation. 


Recognized equivalent of a high school diploma 
The following are the equivalent of a high school diploma: 


e AGED certificate. 


e A state certificate awarded after passing an authorized test and that 
the state recognizes as equivalent to a high school diploma. This 
includes evidence of a passing score on tests recognized by the state 
and similar to the GED, such as the High School Equivalency Test or 
HiSET and the Test Assessing Secondary Completion or TASC. 


e An academic transcript showing that the student has successfully 
completed at least a two-year program that is acceptable for full 
credit toward a bachelor’s degree. 


¢ Fora student seeking enrollment in a program of at least the 
associate degree level, documentation showing that he excelled 
academically in high school and has met the formalized written 
admissions policies of the college. 
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Homeschooled students and compulsory school attendance 

The Department considers a homeschooled student to be beyond the age 
of compulsory school attendance if the state in which the college is located 
does not consider him truant once he has completed homeschooling. 


For instance, if your state requires children to attend school until age 
17, you may admit as a regular student a child who completes her secondary 
homeschooling curriculum at age 16 if your state would not consider 
her truant and would not require her to go to high school or continue 
homeschooling until age 17. 


You may rely on a homeschooled student's self-certification that 
he completed secondary school in a homeschool setting, as discussed in 
Volume 1, Chapter 1, under “Academic Qualifications.” 


Preparatory programs for students without a high school diploma or 
equivalent 

A school that admits students without a high school diploma or its 
recognized equivalent (except homeschooled students) must make available 
to them a program that has proven successful in helping students obtain the 
equivalent of a high school diploma. 


For example, such a program might assist a student in obtaining a GED 
certificate or the state certificate mentioned earlier. It could be a preparatory 
program conducted by state and local secondary school authorities, as well 
as a program for which the school has documentation that statistically 
demonstrates success. The school must provide information about the 
availability of the program to interested students. 


The school does not have to provide the program or pay for its cost. The 
program must be offered at a place that is convenient for students, and the 
school must take reasonable steps to ensure that they have access to it, such 
as coordinating the timing of school programs and the preparatory program. 


The law does not require a school to verify that a student is enrolled 
in a preparatory program or to monitor his progress in it. A student who 
does not have a high school diploma or its recognized equivalent is not 
required by law to enroll in such a program, but the school may make this an 
admission requirement. 


A student may not receive FSA funds for the program. 


“TWO-YEAR” RULE FOR NEW PROPRIETARY OR 
VOCATIONAL SCHOOLS 


To be eligible as a proprietary institution or a postsecondary 
vocational institution, a school must be legally authorized to give (and have 
continuously been giving) the same postsecondary instruction for at least two 
consecutive years prior to its application. The educational program(s) offered 
must remain substantially the same in length and subject matter except for 
changes made because of new technology or requirements of other federal 
agencies. A school subject to the two-year rule may not award FSA funds to a 


student in a program that is not included in the school’s approval documents. 
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Students admitted without 

a high school diploma or 
equivalent 

A school that admits students who do 
not have a high school diploma or a 
recognized equivalent has additional 
considerations. See Limitation on 
students admitted without a high school 
diploma or equivalent in Chapter 4. 


Related topics 

See Chapter 2 for transition programs 
for students with intellectual disabilities. 
See also Volume 1, Chapter 1, about that 
and about remedial coursework. 


Career pathway programs 
Students enrolled in an eligible 
career pathway program who are 

not high school graduates and don’t 
have a diploma equivalent may be 
eligible to receive Title IV aid if they 
pass an independently administered, 
ED-approved ability-to-benefit test or 
complete at least 6 credit hours or 225 
clock hours that apply to a degree or 
certificate offered by the school. See 
DCL GEN-16-09 for more information, 
including a list of Q’s and A’s about 
career pathway programs. 
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Branch campus 
A branch campus is geographically 
apart and independent of the school’s 
main campus. It is considered to be 
independent of the main campus if it: 
° is permanent in nature; 
offers educational programs 
leading to a degree, certificate, or 
other recognized credential; 
has its own faculty and 
administrative or supervisory 
organization; and 
has its own budgetary and hiring 
authority. 


Branch campus 

34 CFR 600.2 and 600.8 
Additional location 

34 CFR 600.32 


Notifying ED of changes to 
school’s E-App information 

If there is a change to any of a school’s 
answers to the Yes/No questions in 
Section G of a submitted Electronic 
Application (E-App), which deal 

with enrollment thresholds for the 
limitations below, the school must 
notify the Department via the E-App 
(see Chapter 5). The Department 

will advise the school of its options, 
including whether the school might 

be eligible for a waiver. Waivers are 
available for the correspondence 
student limitation, the incarcerated 
student limitation, and the limitation on 
students without a high school diploma 
or equivalent. 

34 CFR 600.7(h) 


Conditions of institutional 
ineligibility 
34 CFR 600.7 


Prohibition on employment of 
individuals who have misused 
government funds 

A school may not have as principals 
or employ or contract with other 
organizations that employ individuals 
who have engaged in the misuse of 
government funds. 

See Chapter 3 for details. 
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If a school is subject to the two-year rule, during the school’s initial 
period of participation in the FSA programs, the Department will not 
approve additional programs that would expand the institution’s eligibility. 
An exception would be considered if the school demonstrates that the 
program has been legally authorized and continuously provided for at least 
two years prior to the date of the request. 


A branch campus of an eligible proprietary institution or postsecondary 
vocational institution seeking status as a main campus or freestanding 
institution is subject to the two-year rule. It must be designated as a branch 
campus for two years after certification as such by the Department before it 
can seek certification as a main or freestanding school. 


An additional location must obtain approval from the Department to 
become a branch campus. A branch campus then must satisfy the two-year 
rule before it may be considered for status as a freestanding institution. 
Time at an additional location of an eligible proprietary institution or 
postsecondary vocational institution does not count toward the two years. 


FACTORS LEADING TO LOSS OF ELIGIBILITY 


Limitations 
An otherwise eligible institution becomes ineligible if it violates, among 
other requirements, 


e the 50% limit on students without a high school diploma or 
equivalent (for schools that don’t offer a 4-year bachelor’s degree 
program or a 2-year associate degree program), 


e the incarcerated student limitation (25%), or 


e the correspondence course limitation (50%) or correspondence 
student limitation (50%). 


The school must demonstrate compliance with these limitations, and its 
calculations must be attested to by the independent auditor. Chapter 4, which 
describes FSA audit requirements, discusses the calculations in more detail 
and how the school must notify the Department of a failure to meet any of 
these requirements. 


Bankruptcy or crimes involving FSA programs 

A school is not eligible if it files for relief in bankruptcy or has entered 
against it an order for bankruptcy. The school is also ineligible if either of 
these circumstances apply to an affiliate of the school that has the power, 
by contract or ownership interest, to direct or cause the direction of the 
management of policies of the school. 


A school also loses eligibility if it, its owner, or its executive officer has 
e pled guilty or nolo contendere to, or is found guilty of, a crime 


involving the acquisition, use, or expenditure of FSA program funds; 
or 
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e _ been judicially determined to have committed fraud involving FSA 
program funds. 


If a school becomes ineligible for any of these reasons, it must notify the 
Department of the change within 10 days. A school that becomes ineligible 
because of one of these factors must immediately stop awarding FSA 
funds and must follow the requirements for a school that has lost its FSA 
participation (see Chapter 8). The loss of eligibility is effective as of the date 
of the bankruptcy or the date the school or individual pleads guilty to, or is 
found responsible for, the crime, as applicable. A loss of eligibility for these 
two reasons is permanent—the school’s eligibility cannot be reinstated. 


PARTICIPATING IN THE TEACH GRANT PROGRAM 


Eligibility for the Teacher Education Assistance for College and Higher 
Education (TEACH) Grant program is not automatically extended to an 
FSA-eligible postsecondary school. A school qualifies as a “TEACH Grant- 
eligible institution” if it offers a high-quality teacher preparation program 
at either the baccalaureate or master’s level and provides supervision and 
support services to teachers (or assists in the provision of such services). 
The teacher preparation program must be accredited by a specialized 
accrediting agency recognized by the Department for the accreditation 
of professional teacher education programs or be approved by a state and 
provide extensive pre-service clinical experience. 


Ifa school does not have a teacher preparation program, it can qualify 
for TEACH grants if it 


e provides one or more 2-year programs of study that are acceptable 
for full credit to either a baccalaureate teacher preparation degree 
program or a baccalaureate degree program in a high-need field at 
another TEACH -eligible school with which it has an agreement; 


e offers a baccalaureate degree that, in combination with other 
training or experience, will prepare a student to teach in a high- 
need field and has an agreement with another institution that 
offers a teacher preparation program or a post-baccalaureate 
program that prepares students to teach; or 


¢ offers a postbaccalaureate program that prepares students to teach. 


APPLYING AS AN ELIGIBLE NONPARTICIPATING SCHOOL 


Some schools choose to establish their eligibility for FSA programs but 
elect not to participate in them because designation as an eligible institution 
qualifies a school or its students to take advantage of non-FSA programs 
or benefits, such as the American Opportunity and Lifetime Learning tax 
credits. In addition, only students attending eligible institutions qualify for 
in-school deferments of payments on their federal education loans. 


A school wishing to be designated an eligible nonparticipating institution 
may submit an E-App to the Department at any time. The application must 
be materially complete. 
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TEACH grant eligibility 
Recognized agencies for the 
accreditation of professional teacher 
education programs include the 
Teacher Education Accreditation 
Council (TEAC) and National Council 
for Accreditation of Teacher Education 
(NCATE). Note: On October 22, 2010, 
TEAC and NCATE agreed to merge as 
the Council for the Accreditation of 
Educator Preparation (CAEP). 
GEN-08-07 

34 CFR 686.2 

34 CFR 686.4 


TEACH Grant Program 
34 CFR Part 686 


Experimental sites 

The Experimental Sites Initiative 
permits statutory and regulatory 
flexibility for schools participating in the 
experiments. This gives the Department 
data for judging the effectiveness 

of certain laws and regulations 

and whether they should change. 

For example, the Dual Enrollment 
Experiment allows participating 
colleges to award Pell grants to 
students for their Title IV-eligible college 
program while still being enrolled in 
high school. For more information and 
other experiments, see the website at 
(https://experimentalsites.ed.gov). 
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“Enrolled” for the purpose of 
withdrawal rates 

Students enroll when they complete 
the school’s registration requirements 
(except payment of tuition and fees). 


Correspondence students are enrolled 
if they have been admitted to the 
program and have submitted one 
lesson (that was completed without the 
assistance of a school representative). 


Program Participation 
Agreement 

Sec. 487 of the HEA 

34 CFR 668.14 

20 U.S.C. 1085, 1088, 1091, 1092, 1094, 
1099a-3, 1099c, and 1141 


Programs covered by the PPA 

An eligible school must enter into a PPA 

with the Department to participate in 

the following programs: 

+ Federal Pell Grant 

+ Iraq and Afghanistan Service Grant* 

* TEACH Grant 

« Federal Supplemental Educational 
Opportunity Grant (FSEOG) 

+» Federal Work-Study (FWS) 

+ Federal Perkins Loan 

- Federal Direct Loan Program (DL) 


* A school that is certified for Pell Grant 
purposes is considered to be certified 
for the Iraq and Afghanistan Service 
Grant program. 


The Department will contact the school, generally within 90 days of 
receiving the application, if it has additional questions. If it approves the 
school’s application, it will send an electronic notice to the president and 
financial aid officer stating that the school is eligible and that its approval 
letter and ECAR must be printed and maintained. If the Department does 
not approve the school’s application, it will tell the school why. 


WITHDRAWAL RATES 


Students are considered to have withdrawn if they officially withdraw, 
unofficially drop out, are expelled from the school, or receive a 100% refund 
of their tuition and fees. Those who withdraw from one or more courses or 
programs but do not withdraw entirely from the school (e.g., the student 
reduced his credit hours from 12 to 6) does not meet the definition of 
withdrawn. Instead, this action is considered a change in enrollment status. 


New schools (those seeking to participate in an FSA program for the first 
time) must have an undergraduate withdrawal rate for regular students of no 
more than 33% during the last completed award year. 


When calculating the withdrawal rate, the school must include all 
regular, enrolled students. The definition of enrolled does not require 
either payment of tuition or class attendance; therefore, the withdrawal rate 
calculation must include enrolled students who have not yet paid tuition or 
begun attending classes. 


THE PROGRAM PARTICIPATION AGREEMENT 


To participate in the FSA programs, a school must have a current 
Program Participation Agreement (PPA), signed by the school’s president, 
chief executive officer, or chancellor and an authorized representative of the 
Secretary of Education. 


Purpose and scope of the PPA 

With the PPA the school agrees to comply with the laws, regulations, and 
policies governing the FSA programs. After being certified for FSA program 
participation, the school must administer FSA program funds in a prudent 
and responsible manner. A PPA contains critical information: in addition to 
the effective date of a school’s approval, the date by which the school must 
reapply for participation, and the date on which the approval expires, the 
PPA lists the FSA programs in which the school is eligible to participate. 


Beginning to disburse funds when first signing the PPA 

A school may make Pell and TEACH grant disbursements to students 
for the payment period in which the PPA is signed by the Secretary. Schools 
receiving initial certification can participate in the Campus-Based programs 
in the next award year that funds become available. Direct Loan program 
disbursements may begin in the loan period that the PPA is signed. 


Expiration or termination of the agreement 
Either the school or the Department may terminate the PPA. The 
agreement automatically terminates if the school loses eligibility. 
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A school’s Program Participation Agreement expires on the date that 


e _ the school changes ownership that results in a change in control (see 
Chapter 5), 


e the school closes or stops offering educational programs for a reason 
other than a normal vacation period or natural disaster that directly 
affects it or its students (see closure procedures in Chapter 8), 


e _ the school ceases to meet the eligibility requirements (see Chapter 4 
and “Factors Leading to Loss of Eligibility” in this chapter), 


e the school’s period of participation expires, or 


e _ its provisional certification is revoked (Chapters 4, 5, and 8). 


A school’s PPA no longer covers an additional location as of the date on 
which that location ceases to be a part of the school. 


Selected provisions of the PPA 


Most of the provisions of the Program Participation Agreement (PPA) are discussed in detail in Volume 2 and other volumes of 
the Federal Student Aid Handbook. In this section, we highlight some of the general school requirements in the PPA that may 
not be as familiar to financial aid professionals. 


Note that the PPA may list additional requirements that are school-specific; schools must carefully review all of the 
requirements listed on their PPA. 


General Terms & Conditions 


* The school certifies that it will comply with 


a. Title VI of the Civil Rights Act of 1964, as amended, barring discrimination on the basis of race, 
color, or national origin; 


b. Title IX of the Education Amendments of 1972, barring discrimination on the basis of sex; 
c. The Family Rights and Privacy Act of 1974 (see Chapter 7); 
d. Sections 501 and 505(b)(2) of the Gramm-Leach-Bliley Act, on safeguarding information (see Chapter 7); 


e. Section 504 of the Rehabilitation Act of 1973, barring discrimination on the basis of physical 
handicap (34 CFR Part 104); and 


f. The Age Discrimination Act of 1975 (34 CFR Part 110). 


- The school acknowledges that the Department, states, and accrediting agencies may share information about the school 
without limitation. 


* The school acknowledges that the school must, prior to any other legal action, submit any dispute involving the final 
denial, withdrawal, or termination of accreditation to initial arbitration. 


General Provisions 


* The school will use funds received under any FSA program, as well as any interest and other earnings thereon, solely for the 
purposes specified for that program. 


+ If the school is permitted to request FSA program funds under an advance payment method, the school will time its 
requests for funds to meet only the school’s immediate FSA program needs (see Volume 4, Chapter 2). 


- The school will not charge for processing or handling any application, form, or data used to determine a student’s FSA 
eligibility (see Chapter 3). 
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Selected provisions of the PPA, continued 


«The school will establish administrative/fiscal procedures and reports that are necessary for the proper and efficient 
management of FSA funds, and it will provide timely information on its administrative capability and financial 
responsibility to the Department and to the appropriate state, guaranty, and accrediting agencies (see Chapter 6). 


+ The school must acknowledge the authority of the Department and other entities to share information regarding fraud, 
abuse, or the school’s eligibility for participation in the FSA programs (see Chapter 8). 


+ The school must, in a timely manner, complete reports, surveys, and any other data collection effort of the Department 
including surveys under the Integrated Postsecondary Education Data System (see Chapter 6). 


+ The school cannot penalize in any way a student who is unable to pay school costs due to compliance with the FSA 
program requirements or due to a delay in an FSA loan disbursement caused by the school. 


+The school must comply with the program integrity requirements established by the Department, state authorizing 
bodies, and accrediting agencies (see Chapter 8). 


«The school is liable for all improperly administered funds received or returned under the FSA programs, including any 
funds administered by a third-party servicer (see Chapter 3). 


- If the program offered by the school is preparing students for gainful employment in a recognized occupation, the 
school will 


a. demonstrate a reasonable relationship [as defined in 34 CFR 668.14(b)(26)(i)] between the length of the program and 
entry level requirements for the recognized occupation, and 


b. establish the need for the training for students to obtain employment in the recognized occupation. 


Certifications 
Three certifications are included in the PPA: 
+ Lobbying; Debarment, Suspension, and other responsibility matters; and Drug-Free Workplace Requirements (see 
Chapter 6). 


+ Drug Prevention Certification (see Chapter 6). 


+ Certification regarding Debarment, Suspension, Eligibility, and Voluntary Exclusion—lower-tier covered transactions. 


Direct Loans 
- The school will not charge any fees of any kind to student or parent borrowers for loan application, origination activities, 
or the provision and processing of any information needed to receive a Direct Loan. 


+ The note or evidence of obligation of the loan shall be the property of the Secretary. 


+ The school accepts responsibility and financial liability stemming from its failure to perform its functions under this 
Program Participation Agreement. 


Additional requirements 
In addition to the requirements listed on the PPA, a school must meet any requirements for participation in the General 
Provisions (34 CFR Part 668), as well as those specific to an individual FSA program. 

FEDERAL PELL GRANT PROGRAM, 20 USC 1070a et seq; 34 CFR Part 690. 

FEDERAL DIRECT STUDENT LOAN PROGRAM, 20 USC 1087a et seq; 34 CFR Part 685. 

FEDERAL PERKINS LOAN PROGRAM, 20 USC 1087aa et seq; 34 CFR Part 674. 


FEDERAL SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT PROGRAM, 
20 USC 1070b et seq; 34 CFR Part 676. 


FEDERAL WORK-STUDY PROGRAM, 42 USC 2751 et seq; 34 CFR Part 675. 


These requirements are discussed in the Application and Verification Guide and volumes 1-6 of this Federal Student Aid 
Handbook. 
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CHAPTER a 


Many of the program eligibility requirements are derwed from the institutional 


defimtions that we discussed in Chapter 1. However, bear in mind that institutional 


eligibility does not mean that all programs at the school are eligible. A financial aid 


office should have a process to confirm the eligibility of an educational program before 


paying any FSA funds to students enrolled in that program and should promptly report 


changes to the Department following the procedures in Chapter 5. 


DETERMINING PROGRAM ELIGIBILITY 

A school’s eligibility does not necessarily extend to all its programs, 
so the school is responsible for ensuring that a program is eligible before 
awarding FSA funds to students in that program. 


In addition to determining that the program meets the eligible program 
criteria given in this chapter, the school should make certain that the 
program is included under the notice of accreditation from a nationally 
recognized accrediting agency (unless the agency does not require that 
particular programs be accredited). 


The school should also make certain that it is authorized by the 
appropriate state to offer the program (if the state licenses individual 
programs at postsecondary institutions). In some instances a school or 
program may need a general authorization as well as licensure for a specific 
program approval. (See the chart on eligible institutions and the discussion 
under Legal Authorization By a State in Chapter 1.) 


A school’s eligibility extends to all eligible programs and locations on 
its E-App, unless the school participation division (SPD) determines that 
certain programs or locations did not meet the eligibility requirements or 
it has not approved the expansion’s FSA eligibility. Generally, the school’s 
eligible nondegree programs and locations are specifically named on the 
Eligibility and Certification Approval Report (ECAR). Additional locations 
and programs may be added later. Once the SPD has approved the program/ 
location, it will notify the school and an updated ECAR can be printed. 


If a program offered through distance or continuing education meets 
the definition of an eligible program, students enrolled in that program must 
be considered for FSA program assistance on the same basis as students 
enrolled in eligible programs offered through traditional modes. With some 
limitations, if a correspondence program meets the definition of an eligible 
program, students enrolled in that program are considered eligible (see 
Distance Education & Correspondence Study in this chapter). 
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Program eligibility 
34 CFR 668.8 
34 CFR 691.2(b) 


Related topics 

> Eligibility requirements for specific 
educational programs—Volume 1, 
Chapter 1 

> Types of educational programs 
defined for eligible institutions— 
Volume 2, Chapter 1 

> Updating the E-App to change 
programs and locations—Volume 2, 
Chapter 5 


ea 
School, program, and student 
eligibility 

To qualify as an eligible institution, a 
school must offer at least one eligible 
program. Not all programs at an 

eligible institution must be eligible, 

but at least one of the programs at the 
school must meet the eligible program 
requirements. 


Except for students enrolled in certain 
preparatory or teacher certification 
courses, a student must be enrolled 

in an eligible program to receive FSA 
funds (see Volume 1, Chapter 1 for more 
information). 
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BASIC TYPES OF ELIGIBLE PROGRAMS 

There is a wide variety of programs that are eligible for Title IV aid. This 
section explains some of the most common for each type of institution. Later 
in the chapter we explain others, such as direct assessment programs and 
comprehensive transition and postsecondary programs. 


Eligible programs at an institution of higher education 
At a public or private nonprofit institution of higher education, the 
following types of programs are Title IV-eligible: 


e aprogram that leads to an associate, bachelor’s, professional, or 
graduate degree, 


¢ atransfer program of at least two academic years in duration that 
does not award a credential and is acceptable for full credit toward 
a bachelor’s degree, 


e aprogram of at least one academic year in duration that leads to a 
certificate or other nondegree recognized credential and prepares 
students for gainful employment in a recognized occupation, or 


e acertificate or diploma training program that is less than one year 
(if the school also meets the definition of a postsecondary vocational 
institution). 


Note that a nondegree program at a public or private nonprofit 
institution is subject to the rules for a “gainful employment program” (unless 
the program is at least a 2-year transfer program). Gainful employment or 
GE programs are explained later. 


Eligible programs at a proprietary or postsecondary vocational 
institution 

There are several types of eligible programs at a proprietary institution or 
a postsecondary vocational institution. Generally these programs must have 
a specified number of weeks of instruction and must provide training that 
prepares a student for gainful employment in a recognized occupation. 


e ‘The program provides at least 600 clock hours, 16 semester or 
trimester hours, or 24 quarter hours of undergraduate instruction 
offered during a minimum of 15 weeks of instruction. The program 
may admit as regular students persons who have not completed the 
equivalent of an associate degree. 


e ‘The program provides at least 300 clock hours, 8 semester hours, 
or 12 quarter hours of instruction offered during a minimum 
of 10 weeks of instruction. The program must be a graduate or 
professional program or must admit as regular students only persons 
who have completed the equivalent of an associate degree. 


e The program is known as a short-term program, which qualifies for 
the Direct Loan program only. This type of program must provide 
at least 300 but less than 600 clock hours of instruction offered 
during a minimum of 10 weeks of instruction. The program must 
admit as regular students some persons who have not completed the 
equivalent of an associate degree. It must also have been in existence 
for at least one year, have verified completion and placement rates 
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of at least 70% (see below), and not be more than 50% longer than 
the minimum training period required by the state or federal agency, 
if any, for the occupation for which the program of instruction is 
intended. 


Lastly, a program that leads to a baccalaureate degree in liberal arts 
[as defined in 34 CFR 600.5(e)] at an accredited proprietary institution is 
an eligible (non-GE) program. The school must have been continuously 
accredited by a recognized regional accrediting agency or association since 
at least October 1, 2007, and have provided the program continuously since 
January 1, 2009. 


Completion & placement rates for short-term programs 


For the purpose of demonstrating compliance with the standards for short-term (300-600 
clock-hour) programs, a school must calculate the completion and placement rates for the 
award year. The independent auditor who prepares the school’s compliance audit report 
must attest to the accuracy of the school’s calculation of completion and placement rates. 
See 34 CFR 668.8(e), (f), and (g). 


Number of regular students who earned credentials for successfully 
completing the program within 150% of its length ; 
= Completion Rate 
Number of regular students enrolled in the program for the 
award year, including the number of regular students who 
withdrew with a 100% refund of tuition and fees and the number 
of regular students enrolled at the end of the award year 


Number of students who obtained employment* within 180 days 
of receiving credential and who are employed (or have been 
employed) for at least 13 weeks following receipt of credential 
= Placement Rate 
Number of regular students who received credential for 
successfully completing the program during the award year 


*in the recognized occupation for which they were trained or ina 
related comparable occupation 


The school must document the employment of any student it includes as employed in the 
placement rate calculation. Examples of such documentation include but are not limited to a 
written statement from the employer, signed copies of state or federal income tax forms, or 
written evidence of payment of Social Security taxes. 


The school must reasonably determine whether a related occupation is comparable. For 
instance, for a student who was trained as an auto mechanic, it is reasonable to determine 
that a job as a boat mechanic is comparable. However, for a person trained in retail sales 
management, a counter-service job at a fast-food restaurant is not comparable. 
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Recognized occupation 

34 CFR 600.2 

All non-degree programs must prepare 
students in that program for gainful 
employment in a specific recognized 
occupation. This requirement also 
applies to degree programs at 
proprietary schools. 


A recognized occupation is one that is: 
- — identified by a Standard 
Occupational Classification (SOC) 
code established by the Office of 
Management and Budget or an 
Occupational Information Network 
O*NET-SOC code established 
by the Department of Labor 
and available at O*NET OnLine 
at (www.onetonline.org) or its 
successor site, or 
considered by ED, in consultation 
with the Department of Labor, to 
be a recognized occupation. 


If the title of the program does not 
clearly indicate the specific occupation 
that the program prepares the student 
for, that information must appear on 
the E-App. 


Gainful employment guidance 
Gainful Employment Electronic 
Announcement #53 on May 20, 2015, 
explains GE program identification. 


SSE 
Embedded programs 

Some public and private nonprofit 
institutions offer degree programs in 
which students may also be awarded a 
non-degree credential (e.g., certificate, 
diploma) after completing a portion 

of the degree program. These are not 
GE programs as long as a significant 
number of the students enrolled in 

the program earn the degree rather 
than withdraw after obtaining the 
certificate. If a significant number of 
students enrolled in the program do 
not earn the degree, all of the students 
are considered to be enrolled in a non- 
degree program, that is, a GE program. 
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PROGRAMS LEADING TO GAINFUL EMPLOYMENT 

To be eligible for Title IV funding, an educational program at a 
postsecondary school must lead to a degree—associate, bachelor’s, 
graduate, or professional—or prepare students for “gainful employment 
in a recognized occupation.” We refer to the latter as “gainful employment 
programs” or “GE programs” for short. They include nondegree programs 
offered by public and private nonprofit institutions and almost all academic 
programs offered by proprietary institutions; see below for details. They are 
subject to the Department's regulations on disclosures (see Chapter 6). 


Programs offered by for-profit institutions 
All educational programs offered by for-profit (proprietary) institutions 
are GE programs with the following three exceptions: 


1. Preparatory coursework necessary for enrollment in a Title IV- 
eligible program [34 CFR 668.32(a)(1)(ii)]; 


2. Approved Comprehensive Transition and Postsecondary (CTP) 
programs for students with intellectual disabilities [34 CFR 668.231]; 
and 


3. A limited number of bachelor degree programs in liberal arts if 
offered by the school since January 2009 and if the school has been 
regionally accredited since October 2007 [34 CFR 600.5(a)(5)(i)(B)]. 


Programs offered by public and private nonprofit institutions 
All non-degree educational programs offered by public or private non- 
profit institutions are GE programs with the following four exceptions: 


1. Preparatory coursework as noted under (1) above; 
2. Approved CTP programs as noted under (2) above; 


3. Programs that are at least two years long and are designed to be fully 
transferable to a bachelor’s degree program and for which the school 
does not confer a credential [34 CFR 668.8(b)(1)(ii)]; and 


4. Teacher certification programs the institution does not award a 
credential for [34 CFR 668.32(a)(1)(iii)]. 


See also the margin note on embedded programs. 


A student who is concurrently enrolled in a GE and a non-GE program 
must be included as an enrolled student in the former for purposes of GE 
reporting and in the calculation of information for disclosures. 


State requirements and program length 

The institution must demonstrate a reasonable relationship between 
the length of the program and entry level requirements for which the 
program prepares the student. The Secretary considers the relationship to be 
reasonable if the number of clock hours provided in the program does not 
exceed by more than 50% the minimum number of clock hours required 
for training in the recognized occupation for which the program prepares 
the student, as established by the State in which the program is offered, or as 
established by any federal agency (if applicable). See 34 CFR 668.14(b)(26). 
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Certification requirements for GE programs 

By December 31, 2015, schools were required to certify to the 
Department—via a newly-executed Program Participation Agreement 
(PPA) on or after July 1, 2015, or via a transitional certification amending 
the school’s existing PPA—that each of the GE programs included on their 
ECAR met the following requirements: 


e Itis approved by a recognized accrediting agency or is included in 
the school’s accreditation or, if the school is a public postsecondary 
vocational institution, the program is approved by a recognized state 
agency in lieu of accreditation. 


¢  Itis programmatically accredited if so required by a federal 
government agency or by a government agency in a state in which 
the school is located or is required to get state approval under the 
state authorization regulations of 34 CFR 600.9. 


e For the state in which the school is located or is required to obtain 
state approval under 34 CFR 600.9, the program qualifies students 
who seek employment in that state to take any licensure or 
certification examination needed for employment in an occupation 
the program prepares them for. 


e Ifthe school is trying to establish Title IV eligibility for the program, 
it is not substantially similar to a program the school offered in 
the prior three years that became ineligible due to its debt-to- 
earnings (D/E) rates or that had failing or zone D/E rates and was 
voluntarily discontinued by the school. For this purpose a program 
is substantially similar to another if they share the same four-digit 
Classification of Instructional Program (CIP) code. The school must 
explain in its certification how the new program is not substantially 
similar to any such ineligible or discontinued program. 


A school may not update its list of eligible programs to include a failing 
or zone GE program that it voluntarily discontinued, a program that became 
ineligible due to D/E rates, or a program that is substantially similar to a 
discontinued or ineligible program until three years have passed. 


A school adding or revising GE program information on an E-App that 
does not result in a new PPA will need to provide a new certification with 
each update. This includes establishing or reestablishing the eligibility of a 
program; discontinuing a program’s eligibility under 34 CFR 668.410; ceasing 
to provide a program for at least 12 consecutive months; losing program 
eligibility under 34 CFR 600.40; or changing a program’s name, CIP code, or 
credential level. 


ADDITIONAL ELIGIBILITY REQUIREMENTS 

There are additional FSA program eligibility requirements for specific 
educational programs. For example, only undergraduate educational 
programs are eligible under the Pell Grant and FSEOG programs. 
Correspondence programs are not eligible unless they meet the general 
requirements for an eligible program and are required for the student’s 
regular program of study leading to a degree. 
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GE programs at foreign colleges 
The only programs at foreign 
proprietary institutions that are eligible 
for FSA loan funds are degree programs 
in medicine, nursing, and veterinary 
science. All Title IV-eligible programs at 
these institutions are GE programs. 


The determination if a program is a GE 
program at a foreign public or nonprofit 
institution is the same as for domestic 
public and nonprofit institutions. 
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Applying for eligibility for a CTP 
program 

When applying to the Department for 
eligibility for a CTP program, a school 
must follow the procedures in 34 CFR 
600.20 and provide the information 
described in 34 CFR 668.232. See 

the electronic announcement dated 
6/21/10 on the IFAP website. 


Definition of intellectual 
disability 

A student with an intellectual disability 
means a student 

1) with mental retardation or a 
cognitive impairment characterized by 
significant limitations in— 

(i) Intellectual and cognitive functioning; 
and 

(ii) Adaptive behavior as expressed 

in conceptual, social, and practical 
adaptive skills; and 

(2) Who is currently, or was formerly, 
eligible for special education and 
related services under the Individuals 
with Disabilities Education Act (IDEA) 
(20 U.S.C. 1401), including a student 
who was determined eligible for special 
education or related services under 
the IDEA but was homeschooled or 
attended private school. 


TEACH Grant program 
34 CFR Part 686 
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Programs for students with intellectual disabilities 

A student with an intellectual disability who enrolls in a comprehensive 
transition and postsecondary (CTP) program at a school that participates in 
the FSA programs is eligible for non-loan assistance (Pell Grants, FSEOG, 
and Federal Work-Study). As discussed in Volume 1, the student is exempt 
from some student eligibility requirements. 


A CTP program is a degree, certificate, non-degree, or non-certificate 
program that is designed to support students with intellectual disabilities 
who want to continue their instruction (academic, career and technical, 
and independent living) at a postsecondary school to prepare for gainful 
employment. Schools must apply to the Department to have such a program 
judged eligible. 


The program must be delivered to students physically attending the 
institution, include an advising and curriculum structure, and provide 
students with intellectual disabilities opportunities to participate in 
coursework and other activities with students without disabilities. 


Such programs must require that at least half of the students’ 
participation in the program, as determined by the school, focuses on 
academic components through one or more of the following activities: 


e taking credit-bearing courses with students without disabilities, 


¢ auditing, or otherwise participating in, courses the student does not 
receive regular academic credit for with students without disabilities, 


e taking non-credit-bearing, nondegree courses with students without 
disabilities, and 


¢ participating in internships or work-based training in settings with 
individuals without disabilities. 


Educational programs eligible for TEACH Grants 
To qualify for TEACH Grants, an educational program must be 


¢ designed to prepare an individual to teach as a highly qualified 
teacher in a high-need field and lead to a baccalaureate or master’s 
degree (including 2-year programs of study that are acceptable for 
full credit toward a baccalaureate degree), or 


e apostbaccalaureate program of study for students who have 
completed a baccalaureate degree but need to take additional state- 
required courses for teacher certification or licensure. 


A postbaccalaureate program consists of courses required by a state 
for a student to receive a professional certification or licensing credential 
that is needed for employment as a teacher in an elementary or secondary 
school in that state. It must be a program that is treated as an undergraduate 
program for FSA purposes and may not lead to a graduate degree. Note 
that the program cannot be considered a postbaccalaureate program if the 
school offers a baccalaureate degree in education. For TEACH grant student 
eligibility requirements, see Volume 1, Chapter 6. 
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ESL programs 

Students enrolled in a program that consists solely of English as a second 
language (ESL) instruction are only eligible for Pell Grants. An ESL program 
must meet the general requirements for eligible programs (e.g., it must lead 
to a degree or other credential), and a school must request an eligibility 
determination for it from the Department. The program may admit only 
students who need instruction in English to be able to use the knowledge, 
training, or skills they already have. The school must document its 
determination that the ESL instruction is necessary for each student enrolled. 


Competency-based education programs 

Competency-based education (CBE) is an innovative approach in higher 
education that organizes academic content according to competencies—what 
a student knows and can do—rather than follow a more traditional scheme, 
such as by course. 


As with all Title IV-eligible programs (except correspondence programs), 
CBE programs must be designed to ensure that there is regular and 
substantive interaction between students and instructors. Interaction that is 
wholly optional, initiated primarily by the student, or occuring only upon the 
request of the student is not sufficient. 


Some schools use a CBE model where instructors perform different roles 
and no single faculty member is responsible for all aspects of a course or 
competency. Such a model may be used, but schools must ensure that regular 
and substantive interaction between students and instructors occurs, that 
instructors meet accrediting agency standards for instruction in their subject, 
and that the faculty resources dedicated to the program are sufficient for the 
accrediting agency. Interactions between students and personnel who don’t 
meet accrediting agency standards for providing instruction in the subject 
area would not be considered substantive interaction with an instructor. 


FSA funds may be awarded only for learning that results from 
instruction provided or overseen by the school. FSA funds cannot be 
awarded for any portion of the program based on study or life experience 
prior to enrollment in the program or based on tests of learning that are not 
associated with educational activities overseen by the school. 


A school must ensure that the instructional materials and faculty support 
necessary for academic engagement are available to students every week 
that the school counts toward its defined payment period or academic year. 
Educational activity in a CBE program includes but is not limited to: 


¢ participating in regularly scheduled learning sessions (where there 
is an opportunity for direct interaction between the student and the 
faculty member); 


e submitting an academic assignment; 


e taking an exam, an interactive tutorial, or computer-assisted 
instruction; 


e attending a study group that is assigned by the institution; 
e participating in an online discussion about academic matters; 
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Program eligibility vs. student 
eligibility in TEACH 

The preamble to the June 23, 2008, 
TEACH regulations draws a distinction 
between program eligibility, where 
the school may identify, within the 
parameters of the regulations, the 
scope of school programs that are 
TEACH Grant-eligible, and student 
eligibility, where the school must 
adhere to the eligibility criteria in the 
regulations. 


The preamble further states that it is 
up to the institution to decide, based 
on regulatory requirements, what 
programs are TEACH Grant-eligible and 
when a student is considered to be 
accepted into a TEACH Grant-eligible 
program. 


For instance, a school can determine 
that only some of the programs for 
which it currently awards other FSA 
funds are also eligible for TEACH, even 
if some programs it does not wish to 
make TEACH Grant-eligible meet the 
regulatory definition. 


Additional ESL considerations 
A school must define the effect of any 
noncredit remedial courses, including 
ESL courses, on a student's academic 
progress. See Chapter 3. 


Awarding FSA loans to a student for 
too many semesters for ESL or remedial 
coursework could exhaust his eligibility 
under the aggregate loan limits before 
he completes his educational program. 
See Volume 1, Chapter 1. 
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Direct assessment programs 

34 CFR 668.10 

For more information, including step- 
by-step instructions on how to apply for 
Title IV approval of a direct assessment 
program, see DCL GEN-13-10. 


¢ consultations with a faculty mentor to discuss academic course 
content; and 


e participation in faculty-guided independent study (as defined in 34 
CFR 668.10(a)(3)(iii)). 


For direct assessment programs only, educational activity also includes 
development, in consultation with a qualified faculty member, of an 
academic action plan that addresses competencies identified by the school. 


As with other types of eligible programs, CBE programs may be offered 
as nonterm or as standard or nonstandard term programs. Such programs 
may also last less than a year if all applicable requirements are met. See DCL 
GEN- 14-23 for more information, including guidance about CBE programs 
and cost of attendance, satisfactory academic progress, return of Title IV 
funds, and direct assessment programs. 


Types of CBE programs 
There are two types of CBE programs: those that measure progress using 
clock or credit hours and direct assessment programs. 


Credit- or clock-hour CBE programs are organized by competency 
but measure student progress using clock or credit hours. In such programs, 
Title IV aid must be administered under normal statutory and regulatory 
provisions for credit- or clock-hour programs. 


An institution offering a CBE program using credit hours must ensure 
that for Title IV purposes each credit hour in the program requires sufficient 
educational activity to fulfill the federal definition of a credit hour (see page 
31) and must reasonably approximate not less than one hour of classroom 
instruction and two hours of out-of-class work each week. A credit hour 
in a CBE program might not require structured class sessions but must 
still require sufficient academic activity—for instance, reading and writing 
assignments with feedback from an instructor—to reasonably approximate 
three hours of expected academic engagement per week for each credit hour. 
The CBE program could allow this work to be completed more flexibly and 
at the student’s pace as long as he is making satisfactory academic progress. 


Direct assessment programs are a type of CBE program that does 
not use credit or clock hours. Progress in a direct assessment program 
is measured solely by assessing whether students can demonstrate that 
they have a command of a specific subject, content area, or skill or can 
demonstrate a specific quality associated with the subject matter of the 
program. Therefore, unlike a CBE program measured in credit hours, a 
direct assessment program does not specify the level of educational activity in 
which a student is expected to engage in order to complete the program. 


Because direct assessment programs do not use credit or clock hours, 
schools must establish credit- or clock-hour equivalencies for the programs 
and provide a factual basis for that to the Department as part of the 
application process for direct assessment programs. The equivalencies must 
be approved by a school’s accrediting agency, and the school must document 
that approval. See GEN-14-23 for more about equivalencies. 
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The entire program must be provided by direct assessment—one offered 
partly with credit or clock hours is not Title [V-eligible—and the assessment 
must be consistent with the accreditation of the institution or program. 


A direct assessment program may use learning resources (e.g., courses 
or portions of courses) that are provided by entities other than the school 
providing the direct assessment program without regard to the limitations on 
contracting for part of an educational program (see Written Arrangements 
Between Schools later in this chapter). 


Several types of programs and coursework that might otherwise be 
eligible for FSA purposes are not eligible if they involve direct assessment: 


¢ Programs at foreign schools. 


e Preparatory coursework required for entry into an eligible program 
(see Volume 1, Chapter 6). 


¢ Courses necessary for an elementary or secondary school teaching 
credential or certificate (see Volume 1, Chapter 6). 


e Remedial coursework measured through direct assessment. 


However, note that remedial instruction offered in credit or clock hours 
in conjunction with a direct assessment program is eligible for FSA funds. 


A school that wishes to award FSA funds for a program using direct 
assessment must submit an updated E-App (at www.eligcert.ed.gov) to the 
Department to apply for approval of the program. In addition to updating 
the E-App, the school will email to the case teams (at CaseTeams@ed.gov) 
supporting documentation: a detailed program description (recommended 
length not to exceed 20 pages), a detailed description of financial aid 
administration (not to exceed 5 pages), and documentation that the school’s 
accrediting agency has evaluated and approved the program and agrees with 
the school’s credit- or clock-hour equivalency. See DCL GEN- 13-10 for 
complete instructions. 


The detailed program description will be a succinct narrative clearly 
indicating the name of the program and how it meets the regulatory 
requirements of 34 CFR 668.10(b). Each requirement must be specifically 
identified in the narrative; for example, there must be a description of how 
the assessment of learning is done [668.10(b)(2)]. 


The detailed description of financial aid administration for the program 
explains how the program meets the Title IV requirements. For example, the 
school must provide a basis for its credit- or clock-hour equivalent for the 


program or portion thereof (the clock or credit hours will be used as the basis 


for the FSA award calculations described in Volume 3, Chapter 1). 


If a school plans to change any aspect of the program, it must obtain 
prior approval from the Department by reapplying. 
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Direct assessment definitions 

An academic year in a direct 
assessment program consists of a 
minimum of 30 weeks of instructional 
time, during which a full-time student is 
expected to complete the equivalent of 
at least 24 semester or trimester credit 
hours or 36 quarter credit hours for an 
undergraduate program. 

A week of instructional time is any 
seven-day period in which at least one 
day of educational activity occurs. 
Educational activity includes 
assessments, regularly scheduled 
learning sessions, faculty-guided 
independent study, consultations with a 
faculty mentor, and development of an 
academic action plan addressed to the 
competencies identified by the school. 
Independent study occurs when a 
student follows a course of study and 
works with a faculty member to decide 
how the student will meet defined 
course objectives. Both agree on what 
the student will do (e.g., readings, 
research, and work products), how the 
student's work will be evaluated, and 
the time frame for completion. The 
student must interact with the faculty 
member on a regular and substantive 
basis to assure progress within the 
course or program. 

A full-time student is one carrying 

a full-time academic workload, as 
determined by the school, that is the 
standard for all students in the program. 
For undergraduate students, the 
school’s standard must equal or exceed 
the minimum requirements in the 
definition of full-time student in 34 CFR 
668.2, based on the credit- or clock-hour 
equivalency for the program. 
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Apprenticeships 

For more information see Dear 
Colleague Letter GEN-14-22 and 
Volume 6, Chapter 2, of the Handbook. 
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Apprenticeships 

An apprenticeship combines job-related instruction with on-the- 
job experience. Postsecondary schools may provide related classroom 
instruction, technical training, or other certified training. If all or part of 
an apprenticeship meets an academic requirement of a Title IV-eligible 
educational program, students enrolled in that program may receive Title IV 
aid for the entire program, including for the apprenticeship portion. 


Since student aid is partly determined by the number of credit or clock 
hours in the program, the structured on-the-job portion must be associated 
with a defined number of credit or clock hours. For clock-hour educational 
programs, students’ completion of the clock hours associated with the on- 
the-job training must be under the supervision of school faculty. 


Except as may be required by the accrediting agency or state, there is no 
limit on the percentage of the program that consists of on-the-job training as 
long as the school provides the training. Note that schools must report to the 
Department any location at which 50% or more of an educational program 
is provided, including any on-the-job component. If an entity other than the 
school provides the on-the-job training, that component must be 25% of the 
program or less or, with specific permission of the institution’s accrediting 
agency, over 25% but less than 50% of the program. 


In such contracted situations, the school must enter into a written 
arrangement with the entity providing the on-the-job training. If the 
program is offered in credit hours, the written arrangement should establish 
the equivalent credit hours for the non-coursework portion of the program. 
A school’s policies for establishing credit hours must meet all requirements 
and standards set by its accrediting agency. 


Study-abroad programs 

A participating institution may establish study-abroad programs for 
which students are eligible to receive FSA funds. A study-abroad program is 
eligible if the home school awards academic credit for it and students in it 
remain concurrently enrolled at their home school. 


While the study-abroad program must be considered part of the 
student’s eligible program, it does not have to be a required part. However, a 
school must have a written agreement with the institution offering the study- 
abroad program or with an entity representing that institution (see the next 
section). Moreover, the school must mention the availability of FSA funds in 
the information it provides to students about the study-abroad program. 


Flight school programs 
A flight school program must maintain current valid certification by 
the Federal Aviation Administration to be eligible. 


WRITTEN ARRANGEMENTS BETWEEN SCHOOLS 

Under a consortium or contractual agreement (including those for 
study-abroad programs), the home school must give credit for courses taken 
at the other schools on the same basis as if it provided the training itself. The 
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underlying assumption of such an agreement is that the home school has 
found the other school’s or organization’s academic standards equivalent to 
its own and the instruction an acceptable substitute for its own. 


A home school may decline to give credit for courses in which a student 
earns a grade that is not acceptable at the home school even though the host 
school has a policy of accepting that grade for its resident students. Also, 
although grades received through consortium or contractual agreements 
do not have to be included in a student’s grade point average, they must be 
included when calculating the quantitative component (the percentage of 
credits earned vs. attempted) of her satisfactory academic progress. 


If not written for an individual student or group of students, agreements 
between schools can go on indefinitely. These agreements do not have to be 
renewed unless the terms of the agreement change. 


A school must provide enrolled and prospective students with a 
description of the written arrangements it has entered into, including 


e the portion of the educational program that the school that grants 
the degree or certificate is not providing, 


e the name and location of the other schools or organizations that are 
providing that portion of the educational program, 


e the method of delivery of that part of the educational program, and 


e — estimated additional costs students may incur by enrolling in an 
educational program provided under the written arrangement. 


Consortium agreement 

A consortium agreement can apply to all FSA programs. Under a 
consortium agreement, students may take courses at a school other than the 
home school and have those courses count toward the degree or certificate at 
the home school. A student can only receive FSA assistance for courses that 
are applicable to the student's certificate or degree program. 


A consortium agreement can be a blanket agreement between two or 
more eligible schools, or it can be written for a specific student. Such an 
agreement is often used when a student takes related courses at neighboring 
schools or when a student is enrolled in an exchange program with another 
eligible school for a term or more. A school could have one agreement 
for each student, a separate agreement with each host school, or a blanket 
agreement with a group of schools. 


In a consortium agreement there is no limit on the portion of the 
eligible program that may be provided by eligible schools other than the 
home school. Agreement contents can vary widely and will depend upon 
the interests of the schools involved and the accrediting or state agency 
standards. (See sidebar for required contents of an agreement.) 


Usually the home school is responsible for disbursing funds, but if the 
student is enrolled for a full term or academic year at the host school, it may 


be easier for the host school to monitor his eligibility and make payments. 
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Flight school program 
34 CFR 668.8(i) 


Written arrangements 
34 CFR 668.5 


Definitions 

Consortium agreement—a written 
agreement between two or more 
eligible schools. 

Contractual agreement—a written 
agreement between an eligible school 
and an ineligible school. 

Home school—the school where 

the student is enrolled in a degree or 
certificate program. 

Host school—the school where the 
student is taking part of his or her 
program requirements through either a 
consortium or contractual agreement. 
Two plus two program—a partnership 
between a two-year and a four-year 
school that facilitates a student's 
completing the last two years of the 
student's four-year degree. 


Requirement to inform students 
of an arrangement 
34 CFR 668.43(a)(12) 
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Contents of a consortium 
agreement 
The Department does not dictate the 
format of the agreement (which can be 
executed by several different offices) or 
where the agreement is kept. However, 
the following information should be 
included in all agreements: 
the school that will grant the 
degree or certificate; 
the student's tuition, fees, and 
room and board costs at each 
school; 
the student's enrollment status at 
each school; 
the school that will be responsible 
for disbursing aid and monitoring 
student eligibility; and 
the procedures for calculating 
awards, disbursing aid, monitoring 
satisfactory progress and other 
student eligibility requirements, 
keeping records, and returning 
funds when the student withdraws. 


Written arrangements between 
schools under same ownership 
or control 
If the written arrangement is between 
two or more eligible institutions that 
are owned or controlled by the same 
individual, partnership, or corporation, 
the Department considers the 
educational program to be an eligible 
program if 
* the educational program offered by 
the school that grants the degree 
or certificate otherwise satisfies 
the requirements of an eligible 
program (described in this chapter), 
and 
the school that grants the degree 
or certificate provides more than 
50% of the educational program. 


State process for complaints 
Note that under 34 CFR 668.43(b) you 
must provide state contact information 
to students or prospective students 

for filing complaints in each state in 
which you operate. (See Chapter 6 

for the school consumer information 
requirement.) 
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When there is a written arrangement between eligible schools, any of the 
schools participating in the written arrangement may make FSA calculations 
and disbursements without that school being considered a third-party 
servicer. This is true even if the student is not currently taking courses at the 
school that is calculating and disbursing the aid. 


The school that disburses an FSA award is responsible for maintaining 
information on the student’s eligibility, how the award was calculated, what 
money has been disbursed, and any other documentation associated with 
the award, even if some of that documentation comes from other schools. 
Moreover, the school paying the student must return FSA funds if required, 
for example, in refund/return or overpayment situations. For determining 
enrollment status under a consortium agreement, see Volume 3, Chapter 3. 


Contractual agreement 

If the limitations in the following paragraphs are adhered to, an eligible 
school may enter into a contractual agreement with an ineligible school 
or organization that provides part of the educational program of students 
enrolled at the eligible school. 


Such a contract is prohibited with an ineligible school or organization 
whose 


¢ — eligibility or certification to participate in the FSA programs has been 
terminated or revoked by the Department or 


e application for certification or recertification to participate in the 
FSA programs was denied by the Department. 


Similarly, an eligible school is prohibited from entering into a contract 
with an ineligible school or organization that has voluntarily withdrawn 
from participation in the FSA programs under a termination, show-cause, 
suspension, or similar type of proceeding initiated by the Department or the 
school’s state licensing agency, accrediting agency, or guarantor. 


Under a contractual agreement, the eligible school is always the home 
school. It performs all the aid processing and disbursement for students 
attending the ineligible school and is responsible for maintaining all records 
necessary to document student eligibility and receipt of aid (see Chapter 7). 


With a contractual agreement, the ineligible school can in general 
provide no more than 25% of the educational program. However, it may 
provide more than 25% but less than 50% of the program as long as (1) 
the home and ineligible schools are not owned or controlled by the same 
individual, partnership, or corporation; and (2) the home school’s accrediting 
agency or state agency (in the case of a public postsecondary vocational 
institution) determines and confirms in writing that the agreement meets its 
standards for contracting out education services. 


Study-abroad programs 

A study-abroad program must be part of a written contractual agreement 
between two or more schools. The study-abroad program does not have to 
be a required part of the eligible program at the home school for the student 
to be eligible to receive FSA funds, but the credits earned through the study- 
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abroad or exchange program must apply toward graduation in the student’s 
program at the home school. 


If a study-abroad program has higher costs than the home school, those 
should be reflected in the student’s cost of attendance. This may result in the 
student being eligible for additional FSA funds. 


Some eligible students have had problems receiving FSA funds for 
study-abroad programs because neither their home school nor the school 
they were temporarily attending documented that they were enrolled in an 
eligible program of study. These circumstances have caused otherwise eligible 
students to be denied financial assistance at both schools. The law states that 
a student participating in a study-abroad program approved by his home 
school is eligible for FSA funds regardless of whether the program is required 
for his regular, eligible program of study as long as he is an eligible regular 
student enrolled in an eligible program at the home school, which approves 
the study-abroad work for academic credit. The Program Participation 
Agreement requires participating schools to establish procedures that ensure 
that students participating in study-abroad programs receive the FSA funds 
to which they are entitled. 


Types of study-abroad programs 
Study-abroad program configurations include the following: 


e Ahome school sends students to a study-abroad program at an 
eligible or ineligible foreign host school. The home school must 
have a contractual agreement with the foreign school. A written 
arrangement between a domestic institution and one in another 
country is always considered a contractual agreement in which the 
domestic institution is the home school. 


e Ahome school has, instead of a separate agreement with each 
foreign school, a written arrangement with a study-abroad 
organization that represents one or more foreign schools. The 
arrangement must adequately describe the duties and responsibilities 
of each entity and meet the requirements of the regulations. 


e Avvariant of the study-abroad program occurs when a home school 
sends faculty and students to a foreign site. This is not a consortium 
or contractual study-abroad program; rather, the foreign site is 
considered an additional location under 34 CFR 600.32. 


DISTANCE EDUCATION AND CORRESPONDENCE STUDY 
Schools use distance education and correspondence courses to respond 
to students’ needs for alternatives to the schedules and locations at which 
courses traditionally have been offered. A school may not refuse to provide 
FSA funds to a student because she is enrolled in correspondence or distance 
education courses unless the courses are not part of an eligible program. 


Some participating institutions contract with distance education 
providers that are not eligible to participate in the FSA programs. These 
participating institutions must ensure that they do not exceed the limitations 
on contractual arrangements (see previous section). 
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Internships and externships 
Internships and externships that are 
part of a program and are provided by 
organizations other than the institution 
are subject to the written arrangement 
requirements. However, an internship 
or externship portion of a program 
does not have to meet the written 
arrangement requirements if the 
internship or externship is governed by 
explicit accrediting agency standards 
that require the oversight and 
supervision of the institution, where 
the institution is responsible for the 
internship or externship and students 
are monitored by qualified institutional 
personnel. 


Foreign schools acting on behalf 
of other foreign schools 

An eligible U.S. school may have a 
written arrangement with a foreign 
school or organization that is acting on 
behalf of a foreign school, but such an 
arrangement is always considered to 
be one between an eligible domestic 
school where the student enrolls and 
an ineligible foreign school, even if 

the latter is otherwise Title IV-eligible. 
Therefore, these arrangements are 
considered contractual agreements 
that must follow the rules that apply 

to such. See DCL GEN-11-18 for more 
information about Title IV eligibility 

of programs offered through written 
arrangements between U.S. and foreign 
schools. 


Study abroad references 
Arrangements with a study-abroad 
organization 

34 CFR 668.5 

Student eligibility in study-abroad 
programs 

34 CFR 668.39 
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Ineligible courses at foreign 
schools 
See DCL GEN-14-20. 


A program offered by a foreign 

school in whole or in part by distance 
education, by correspondence, or as 

a direct assessment program is not an 
eligible program. See 34 CFR 600.51(d) 
(note that this regulation still mentions 
“telecommunications,” which is the old 
term for distance education). 


Generally, a foreign school may not 
permit students to enroll in any course 
offered by the foreign institution 

that takes place in the United States, 
including research, work, internship, 
externship, or special studies. However, 
independent research done by an 
individual student in the United States 
for not more than one academic year 

is permissible if it is conducted during 
the dissertation phase of a doctoral 
program under the guidance of faculty 
and the research can only be performed 
in the United States. See 600.52 and 
GEN-11-18. 


An eligible foreign school may not 
enter into a written arrangement 
under which a Title IV-ineligible entity 
provides any portion of the eligible 
school’s programs (except for affiliation 
agreements for the provision of clinical 
training for foreign medical, veterinary, 
and nursing schools). See 600.54(c). 


Accreditation for distance 
education 

Distance education programs must be 
evaluated by an accrediting agency that 
is recognized by ED for the purpose of 
evaluating distance education, just as 
an agency must be specifically reviewed 
and recognized for the evaluation 

of correspondence education. Dear 
Colleague Letter GEN-06-17 includes 
specific instructions on notifying ED 

if the school intends to seek new 
accreditation and updating the E-App 
to reflect changes to the school’s 
accreditation. 
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Distance Education 

A distance education program at a domestic school is considered an 
eligible FSA program if it has been accredited by an accrediting agency 
recognized by the Department for accreditation of distance education. It is 
not subject to the rules that apply to correspondence coursework, which are 
discussed in the next section. 


Distance education means education that uses certain technologies to 
deliver instruction to students who are separated from the instructor and 
to support regular and substantive interaction between the students and 
the instructor. The interaction may be synchronous (student and instructor 
are in communication at the same time) or asynchronous. The technologies 
may include the Internet; audio conferencing; or one-way and two-way 
transmissions through open broadcast, closed circuit, cable, microwave, 
broadband lines, fiber optics, satellite, or wireless communications devices. 


A course taught through video cassettes or discs is also considered a 
distance education course but only if one of the three technologies listed is 
used to support interaction between the students and the instructor. 


Correspondence courses 

Unlike distance education courses, which are treated the same as all 
other eligible programs, some restrictions apply to correspondence courses. 
A correspondence program at a domestic school is considered an eligible 
FSA program if it has been accredited by an accrediting agency recognized by 
the Department for accreditation of correspondence education. 


A correspondence course is a home-study course for which the school 
provides instructional materials, including examinations on the materials, to 
students who are not physically attending classes at the school. Interaction 
between the instructor and student is limited, not regular and substantive, 
and primarily initiated by the student. 


Correspondence courses are typically self-paced. When a student 
completes a portion of the instructional materials, the student takes the 
examinations that relate to that portion of the materials and returns the 
examinations to the school for grading. 


If a course is part correspondence and part residential training, the 
course is considered to be a correspondence course. 


If a school adds distance education technology, such as electronic 
delivery of course materials or an online discussion board, to a 
correspondence course, the school must ascertain the predominant method 
of instruction (correspondence or distance education), keeping in mind 
that a distance education course must use technology to support regular 
and substantive interaction between the students and instructor. The school 
must use the rules for the predominant method in administering the FSA 
programs. 


If a school offers more than 50% of its courses by correspondence or if 
50% or more of its students are enrolled in its correspondence courses, the 
school loses its eligibility to participate in the FSA programs (see Chapter 1). 
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Note that correspondence students enrolled in certificate programs 
are not eligible for FSA funds. For a full discussion of when a school 
may pay a student for correspondence study, see Volume 1, Chapter 1. 
Also see Volume 3, Chapter 2 for limitations on the cost of attendance 
for correspondence students and Volume 3, Chapter 1 for the timing of 
disbursements to correspondence students. 


CLOCK-HOUR/CREDIT-HOUR CONVERSIONS 
IN DETERMINING PROGRAM ELIGIBILITY 

The credit hour definition and the credit/clock hour conversion rules 
serve two purposes: to determine program eligibility and to determine the 
award amount for certain FSA programs. 


In this section, we discuss the first of these topics—the use of the credit- 
and clock-hour rules in determining if a program meets the minimum 
program length requirements discussed earlier in the chapter. 


Definition of a clock hour 
A clock hour is defined as a period of time consisting of 


1. a50- to 60-minute class, lecture, or recitation in a 60-minute period; 


2. a50- to 60-minute faculty-supervised laboratory, shop training, or 
internship in a 60-minute period; or 


3. sixty minutes of preparation in a correspondence course. 


Definition of a credit hour 
A credit hour is an amount of work that reasonably approximates not 
less than 


1. one hour of classroom or direct faculty instruction and a minimum 
of two hours of out-of-class work each week for approximately 15 
weeks for one semester or trimester hour of credit, or 10 to 12 weeks 
for one quarter hour of credit, or at least the equivalent amount of 
work over a different amount of time; or 


2. at least an equivalent amount of work as required in paragraph (1) 
of this definition for other academic activities as established by the 
institution including laboratory work, internships, practica, studio 
work, and other academic work leading to the award of credit hours. 


The regulations make an exception to this definition in the case of 
programs that are subject to one of the clock-hour/credit-hour conversion 
formulas, as described in the following text. 


Clock-credit hour conversions in determining program eligibility 

If your school offers an undergraduate educational program in credit 
hours that is considered a GE program, it must use one of the following 
conversion formulas unless 


e the program is at least two academic years in length and provides 
an associate degree, a bachelor’s degree, a professional degree, or an 
equivalent degree as determined by the Department; or 
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Correspondence courses & 
institutional eligibility 

34 CFR 600.2, “Correspondence course” 
34 CFR 600.7(a)(1)(i) and (ii) 

34 CFR 602.3, “Correspondence 
education” 

HEA Sec. 102(a)(3)(A) and (B) 


A combined correspondence and 
residential program example 

A school offers a truck driving program, 
the first part of which is offered via 
correspondence. After completing 

that part of the program, the student 
has to attend a residential site where 

he learns how to drive trucks. This is a 
correspondence program. 


Definitions of clock hour and 
credit hour 
34 CFR 600.2 


Measuring attendance in clock 
hours 

A student's period of attendance 

is measured according to one of 
several commonly accepted academic 
standards. A clock hour is based on an 
actual hour of attendance (though each 
hour may include a 10-minute break). 
Credit hours are typically based on two 
hours of homework for each hour of 
class attendance. 


A school is not permitted to count 
more than one clock hour per 
60-minute period; in other words, a 
school may not schedule several hours 
of instruction without breaks and 

then count clock hours in 50-minute 
increments. For instance, a school could 
not consider seven consecutive hours of 
instruction to be 8.4 hours by dividing 
50 minutes into 420 minutes. Seven 
60-minute periods of instruction may 
not count for more than seven clock 
hours. 
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Clock-credit hour conversions 
34 CFR 668.8(k) & (I) 

See the Program Integrity Q&As at 
(www2.ed.gov/policy/highered/ 
reg/hearulemaking/2009/credit. 
html#credit). 


Exception example 

Although for a program to be eligible 
for the clock-credit hour conversion 
exception all of the classes must be 
acceptable for full credit toward a 
degree program at the school, only a 
majority need to actually be accepted 
into the program. For example, a 
school has a two-year program in 
plumbing and a bachelor’s degree 
program in construction technology. 
Any of the five plumbing courses 
taken by a student in the two-year 
plumbing program may be used to 
satisfy the plumbing requirement in 
construction technology. However, that 
requirement is only for three plumbing 
courses, and no more than that can 
be accepted toward the construction 
technology degree. But since all of 
the plumbing courses that are part of 
the two-year program are acceptable 
in the bachelor’s program and a 
majority (three out of five or 60%) will 
be accepted, the plumbing program 
qualifies for the exception. 


¢ each course within the program is acceptable for full credit toward 
that institution’s associate degree, bachelor’s degree, professional 
degree, or equivalent degree as determined by the Department, 
provided that 1) the school’s degree requires at least two academic 
years of study; and 2) the school demonstrates that students enroll 
in, and graduate from, the degree program. 


The formula will determine if after the conversion the program includes 
the minimum number of credit hours to qualify as an eligible program for 
FSA purposes. 


For determining the number of credit hours in that educational program 


e asemester hour must include at least 37.5 clock hours of instruction, 


e atrimester hour must include at least 37.5 clock hours of instruction, 
and 


* aquarter hour must include at least 25 clock hours of instruction. 


To determine if the program meets the FSA standard for the minimum 
number of credit hours for that type of program, schools must use one of the 
following formulas. 


For a semester- or trimester-hour program 


Number of clock hours in the credit-hour program 
37.5 


For a quarter-hour program 


Number of clock hours in the credit-hour program 
25 


If a school applies the appropriate formula and finds that a program is 
eligible, the converted credit hours are used to determine the amount of FSA 
funds that a student who is enrolled in the program is eligible to receive as 
explained in Volume 3, Chapter 1. 


For more information on how to perform the clock-hour/credit-hour 
conversion, see pages 35 and 36. 


Credits approved by state and accrediting agencies 

When some states and accrediting agencies approve programs, they 
also approve the number of credits in the programs. The credits approved 
by states and accrediting agencies are not necessarily the credits for FSA 
purposes. For FSA purposes, the number of credits in the program will be 
those determined by the conversion formula, but they will never be more 
than those approved by a state or accrediting agency. 
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Out-of-class student work 

The school’s minimum number of clock hours of instruction per credit 
may be less if its designated accrediting agency or recognized state agency for 
the approval of public postsecondary vocational institutions for participation 
in the FSA programs has not identified any deficiencies with the school’s 
policies and procedures for determining the credit hours that the school 
awards for programs and courses. In such cases student work outside of 
class combined with the clock hours of instruction must meet or exceed the 
numeric requirements (37.5 or 25), and 


e asemester hour must include at least 30 clock hours of instruction, 


e atrimester hour must include at least 30 clock hours of instruction, 
and 


e aquarter hour must include at least 20 hours of instruction. 


Merely having coursework that is outside of class does not mean a school 
can automatically divide by 30 or 20. The minimum may be higher than 
20 or 30 depending on the amount of out-of-class work that is expected in 
the different educational activities of a program and may vary depending 
on the particular activity. The case study that follows illustrates a method 
for accurately accounting for any out-of-class work a student may have in a 
course. 


Also, the amount of out-of-class work in a particular course or activity in 
a program does not carry over to other courses or activities. 


Exemption if ED determines that 
the program offers “equivalent 
degree” 

The regulations also stipulate that 

the school is exempted from using 

the clock-hour/credit-hour formulas if 
the Department determines that the 
program provides a degree equivalent 
to an associate degree, a bachelor’s 
degree, or a professional degree. 

This does not permit a school to ask 
for a determination that a nondegree 
program is equivalent to a degree 
program. 


State/accrediting agency criteria 
for clock/credit hours 

The regulations for state and 
accreditation agencies explain how an 
agency reviews a school’s assignment 
of credit hours. 

34 CFR 602.24 and 603.24 


Rounding 

Because the results of these formulas 
determine the eligibility of a program, 
the resulting number of credit hours 
may not be rounded up. The results for 
each course may include the result with 
fractions or must be rounded down. 
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Conversion Case Study (to semester hours) 


A program with 720 clock hours consists of 


— 5classroom courses with 120 clock hours each, and 
— A120 clock-hour externship with no out-of-class student work. 


The institution determines that for 


— The first 3 classroom courses, a student generally is required to perform 40 hours of out-of-class work for each course, and 
— The last 2 classroom courses have 8 hours of out-of-class work for each course. 


Two options: 


— Default option: convert only based on clock hours and ignore any out-of-class work 
- Full formula option: take into account both clock hours and out-of-class work to determine the maximum allowable credit hours 


Four possible outcomes depending on institutional policy for option and rounding (always round down course-by-course): 


— Default option: 19.2 or 18 semester hours 
— Full formula option: 22.026 or 21 semester hours 


Default option: use the default 37.5 clock hours per semester hour, ignoring the out-of-class work (conversion must be course-by-course) 
120/37.5  =3.2 semester hours per course (or 3, if rounding; always round down course-by-course) 
- Converted program = 3.2 * 6 = 19.2 semester hours (or 3 * 6 = 18 semester hours, if rounding) 


Full formula option illustrates: 
— Must evaluate on individual coursework components of a program 
- Total clock hours and out-of-class student work is irrelevant 
— Must meet limitation for the minimum number of clock hours per credit hour in addition to out-of-class work 
- Excess out-of-class student work per credit hour does not carry over between courses or educational activities in a program 
- Use exact calculation, including any fractions of credit hours, or round down any fraction, including one equal to or greater than half 
- Rounding on individual course or educational activity, not on the total 


Full formula option 


Allowable out; Total clock eee 
— 
of-class _— and prep 
hours paces 


Course #1 (40 hours of actual out-of-class student work) es 75 *4 = 30 ae (A), (C) 
Course #2 (40 hours of actualout-of-class student work) |__—120|_ + | 75*4= 30] so], a] A) 
Course #3 (40 hours of actual out-of-class student work) | 120] + | 75*4 = 30 | i | (A), (C) 


Course #4 (8 hours of actual out-of-class student work) | 120] + | 8] as] 8.413] (8), (0) | 
Course #5 (8 hours of actual out-of-class student work) | 20] +] zs} 3.433] 3] 8), (0) | 


Externship (no out-of-class student work) | azo] + fot 


Total clock hours and out-of-class student work (amount not relevant) 
Total semester hours ifno rounding 
Total semester hours if rounding (must round down any fractions to ensure no overawards) 
NOTES: 
Limitation: the rules do not allow more than 7.5 hours of out-of-class prep for every 30 hours in class 
(A) 120 in-class hours divided by 30 hours = 4 There are 10 hours of out-of-class prep per 30 clock hours 
(40/4 = 10), but cannot have more than 7.5 ( 4 * 7.5 = 30) 


(B) 120 in-class hours divided by 30 hours =4 There are 7.5 or fewer hours of out-of-class prep per 30 
clock hours (8/4 = 2), so use actual hours of out-of-class 
prep (8) 
Semester hours per course 
(Cc) 150 total clock and prep hours divided by 37.5 =4 
(D) 128 total clock and prep hours divided by 37.5 = 3.413 


(E) 120 total clock hours divided by 37.5 = 3.2 
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FSA Administrative & 
Related Requirements 


CHAPTER 3 


This chapter describes aid-related requirements a school must meet to participate in 
the Federal Student Aid programs. Many of these requirements require coordination 
with other school offices. For instance, the requirements for adequate staffing, the 
incentive compensation prohibition, and hiring restrictions related to the misuse of 
government funds might apply to your school’s human resources office. Similarly, 
your school’s academic divisions and its business office will need to be aware of the 
standards for satisfactory progress policies, readmission of service members, and in- 


state tuition rates for service members and their families. 


ADMINISTRATIVE REQUIREMENTS 
FOR THE FINANCIAL AID OFFICE 


Consistency of information and conflicting information 

A school must have a system of identifying and resolving discrepancies 
in all FSA-related information received by any school office. A school 
must resolve discrepancies for all students, not just those selected for 
verification. Resolution includes determining what information is correct and 
documenting the school’s findings in the student’s file. 


Such a system must include a review of : 


e All student aid applications, need analysis documents, multiple 
reporting records, potential overawards from COD, statements of 
educational purpose, statements of registration status, and eligibility 
notification documents presented by or on behalf of each applicant. 


e The Student Aid Report/ISIR for a student. Even if a school has 
already verified the information on a student’s SAR/ISIR, it must 
review all information on subsequent SARs/ISIRs. 


e Any documents, including copies of federal tax return and tax 
account transcripts, that are normally collected by the school to 
verify information received from the student or other sources. 


e Any other information submitted or normally available to the school 
regarding a student’s citizenship, previous educational experience, 
or Social Security number or other factors relating to the student’s 
eligibility for FSA funds. 


For instance, if a student receives an academic scholarship through one 
school office, that office must notify the aid administrator of these benefits 
to ensure that the amounts are correctly reported on the student’s aid 
application and are counted as estimated financial assistance for the Campus- 
based and Direct Loan programs. 
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Related information 

> Financial Standards, Chapter 4 

> Consumer Information, Campus 
Safety, Reports, & Other 
Requirements, Chapter 6 

=> Records, Electronic Processes, 
Chapter 7 


Administrative capability 

To participate in the FSA programs, 

a school must demonstrate that it is 
administratively capable of providing 
the education it promises and of 
properly managing the FSA programs. 
34 CFR 668.16 


FSA Assessments 

To assess your school’s compliance 
with these requirements, see the FSA 
Assessment modules on “Automation” 
and “Satisfactory Academic Progress” at 
(http://ifap.ed.gov/qahome/ 
fsaassessment.html). 
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Students who turn out to be 
ineligible 

Sometimes resolving conflicting 
information will reveal that a previously 
eligible student who received Title IV 
aid was actually ineligible, for example, 
a student who indicated on his FAFSA 
that he had a high school diploma 
when he really did not. In such cases 
the student must return* all the Title 

IV aid he received (except earned FWS 
wages) while ineligible, even if it was 

in a previous award year. Also, you are 
required to update COD data to reflect 
the adjustments. If you suspect that the 
student intended to deceive rather than 
made a mistake, see “OIG referrals” on 
this page. 


* While the student is generally 
responsible for repaying aid in such 
cases, there might be situations where 
the school is responsible. See DHC-Q4 
at (www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/hsdiploma.html). 


Death of a student 

If a student dies during the award year, 
the school isn’t required to resolve 
conflicting information. 


OIG referrals 
34 CFR 668.16(g) 
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Other examples include: 

« Aschool’s admissions or registrar’s office must provide the aid office 
with any information it has that might affect a student’s eligibility, 
such as the student’s enrollment in an ineligible program or in 
summer classes immediately preceding a fall term of enrollment. 


e Aschool’s business office must inform the aid office whenever 
it receives information about a student receiving an outside 
scholarship. 


There is a distinction between how long you need to be alert for 
conflicting information and how long you have to actually resolve a conflict. 
Even if the processing year has ended, you must continue to resolve 
conflicting information unless 


e all aid for the period of enrollment has been disbursed, 


e at the time of disbursement there was no conflicting information, 
and 


e the student is no longer enrolled at the school (and is not intending 
to reenroll). 


You may not ignore a document in your files unless a student is no 
longer enrolled. If you have conflicting information in your files, you must 
resolve it as expeditiously as possible. If you become aware of conflicting 
information for a student who is no longer enrolled and there is aid to be 
disbursed, you must resolve the conflict before making the late or post- 
withdrawal disbursement. 


If aid that the school was unaware of is received after the end of a period 
of enrollment for a student who is intending to reenroll, that aid must be 
treated as estimated financial assistance for either the period of enrollment 
just completed or for the subsequent period of enrollment. See the discussion 
of estimated financial assistance and packaging in Volume 3. 


Remember, if any office at your school has information that might affect 
a student’s eligibility for FSA funds, it must provide that information to the 
school’s designated coordinating official (described later). That person must 
forward it to the financial aid office, where procedures must be in place to 
ensure that any conflicting information is resolved and documented before 
the student receives any (or any additional) FSA funds. 


OIG referrals 

A school must refer to the Department’s Office of Inspector General 
(OIG) any credible information indicating that an applicant for federal 
student aid may have engaged in fraud or other criminal misconduct in 
connection with his or her application. 


Common misconduct includes false claims of independent student 
status, false claims of citizenship, use of false identities, forgery of signatures 
of certifications, and false statements of income. Remember that fraud is the 
intent to deceive as opposed to a mistake. If you suspect such intent on the 
part of a student, report it to the OIG by phoning 1-800-MISUSED. 
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Conflicting information 


Sources of conflicting information 
+Tax returns or schedules 
- Federal tax transcripts 
* Other information provided by the student 
to the financial aid office 
+ Supplemental financial aid applications 
+ Other offices within the school 
+ Offices at other educational institutions (not 
just aid offices) 
-ED 
* Scholarships and information from outside 
sources 
+ State agencies such as scholarship and 
vocational rehabilitation agencies, Workforce 
Investment Act offices, etc. 
+ Tips from outside sources 
+ Transcripts from other colleges 
- SARs or ISIRs 
- Verification 
*C flags 
+ Reject codes 
+ Comment codes 


+ citizenship status, 
+ accuracy of SSN, 


level progression), 
+ COA elements, 


RC. 


dependency; 


Examples of conflicting information 
Conflicting information may include information related to 
a student's eligibility such as 


- default or overpayment status, 
+ changes in student’s academic status (including grade 


¢ other student financial assistance or resources, and 
+ inconsistent information used in calculating the student's 


Conflicting information does not include such things as 
+a household size that differs from the number of 
exemptions on a tax return; 
+ dependency under IRS rules vs. ED definition of 


«a roster of candidates for an outside scholarship, as 
opposed to a list of recipients; 

+ privacy-protected information, such as information from 
professional counselors, chaplains, doctors, etc.; 


* assumptions made by the Central Processing System; and 
+a student who has an expired immigration document but 
whose secondary confirmation match is successful. 


Schools must also refer to the OIG any third-party servicer who may 
have engaged in fraud, breach of fiduciary responsibility, or other illegal 
conduct involving the FSA Programs. 


It is always appropriate for a financial aid administrator to consult 
with a school’s legal counsel prior to referring suspected cases of fraud or 
misconduct to an agency outside of the school. Referrals to the IG are also 
mentioned in the Application and Verification Guide. 


Coordinating official 

A school must designate a capable individual to be the coordinating 
official. This person performs a key role in demonstrating the school’s 
administrative capability. She administers the FSA programs and coordinates 
the aid from those programs with that from all other sources (federal, state, 
school, and private). As noted earlier, all the information the school receives 
and any changes processed by an office of the school that might affect a 
student’s FSA eligibility are communicated to the coordinating official and by 
her to the financial aid office. 


For example, when aid administrators create a student’s financial aid 
package, they must consider financial assistance (scholarships, grants, awards, 
etc.) the student is receiving from external and internal sources to ensure that 
he is not overawarded. Therefore, any information the school’s admissions 
office or an academic department gets about financial assistance a student 
is receiving must be made available to the coordinating official. Another 
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Coordinating official—definition 
of capable individual 

34 CFR 668.16(b)(1) 

An individual is “capable” if he or she is 
certified by the state in which the 
school is located, if state certification 

is required. Other factors affecting 
capability include the individual's 
successful completion of FSA 

program training provided or approved 
by the Department and previous 
experience and documented success in 
FSA program administration. 
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Separation of function 

For further guidance on the separation 
of functions, contact the appropriate 
school participation division. 


Family definition and example 
A member of a person's family is a 
parent, sibling, spouse, child, spouse’s 
parent or sibling, or sibling’s or child’s 
spouse. 

Example: Charlie works in the financial 
aid office at Krieger University, and 

he notices that there is an opening in 
the business office. He thinks of telling 
his daughter Sarah about the job but 
then realizes that because the business 
office disburses student aid, she would 
not be able to work there while he is 
responsible for awarding aid in the 
financial aid office. 

34 CFR 668.15(f)(3) 
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example is that the financial aid office must be informed of any changes in 
a student’s enrollment status. Therefore, whenever he adds or drops a class, 
changes from credit to audit, or withdraws from school, the change must be 
communicated to the coordinating official. 


Counseling 

Schools must provide adequate financial aid counseling to all enrolled 
and prospective students and their families. In addition, schools must also 
provide entrance and exit counseling for student borrowers in the Perkins 
and Direct Loan programs. For a complete discussion of loan counseling 
requirements, see Chapter 6 in this volume and Volume 6: Campus-Based 
Programs (for Perkins disclosure requirements). 


Adequate staffing 

To manage a school’s aid programs effectively, the aid administrator 
must be supported by an adequate number of professional and clerical 
personnel. The number of staff that is adequate depends on the number 
of students aided, the number and types of programs in which the school 
participates, the number of applicants evaluated and processed, the amount 
of funds administered, and the type of financial aid delivery system the 
school uses. What may be adequate at one school may be insufficient at 
another. The Department will determine on a case-by-case basis whether 
a school has an adequate number of qualified persons, based on program 
reviews, audits, and information provided on the school’s application for 
approval to participate in the FSA programs. 


System of checks and balances 

In addition to having a well-organized financial aid office staffed 
by qualified personnel, a school must ensure that its administrative 
procedures for the FSA programs include an adequate system of internal 
checks and balances. This system, at a minimum, must separate the functions 
of authorizing payment and disbursing or delivering funds so that no single 
person or office exercises both functions for any student receiving FSA funds. 


Small schools are not exempt from this requirement even though 
they may have limited staff. Individuals working in either authorization 
or disbursement may perform other functions as well but not both 
authorization and disbursement. These two functions must be performed 
by individuals who are not members of the same family and who do not 
together exercise substantial control over the school. If a school performs any 
aspect of these functions via computer, no one person may have the ability to 
change data that affect both authorization and disbursement. 


While electronic processes enhance accuracy and efficiency, they also 
can blur separation of functions so the awarding and disbursement occur 
virtually simultaneously. Schools must set up controls that prevent an 
individual or an office from having the authority or the ability to perform 
both functions. 


In addition, your system also should have controls that prevent cross- 
functional tampering. For example, financial aid office employees should 
not be able to change data elements that are entered by the registrar’s office. 
Finally, your system should only allow individuals with special security 
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classifications to make changes to the programs that determine student need 
and awards, and it should be able to identify the individuals who make such 
changes. 


OWNERSHIP, EMPLOYEES, AND CONTRACTORS 


Debarment of school owners or staff 

If one of the principals of a school is debarred or suspended by a federal 
agency, that person is prohibited from participating in any FSA program 
as long as the agency’s procedures include due process protections that are 
equivalent to those provided by ED. 


The principals of a school include its owners, directors, officers, partners, 
employees, and anyone else with management or supervisory responsibilities. 
A principal may also be someone who is not employed by the school but who 
has critical influence on or substantive influence over a covered transaction 
(such as the receipt of Pell Grant or Campus-Based funds). For example, a 
principal may be someone, employed by the school or not, who 


e is ina position to handle federal funds; 
e _ is in a position to influence or control the use of those funds; or 


* occupies a technical or professional position capable of substantially 
influencing the development or outcome of an activity required to 
perform the covered transaction. 


Schools participating in the FSA programs have a fiduciary responsibility 
to safeguard FSA funds and ensure those funds are used for the benefit of the 
students for whom they are intended. We expect participating institutions 
to thoroughly examine the background of individuals they employ (or are 
considering employing) in management or supervisory positions. If a school 
discovers that a person employed in a management or supervisory capacity 
has been suspended or debarred by a federal agency, the school must remove 
that person from such a position or risk losing its FSA eligibility. Moreover, 
a school may not enter into a relationship (and must terminate an ongoing 
relationship) with a lender, third-party servicer, or loan servicer the school 
determines has been debarred or suspended. 


Certifying current or prospective employees or contractors 

Before a school may receive FSA funding, it must certify that neither 
the school nor its employees have been debarred or suspended by a 
federal agency. You can find this certification in the Program Participation 
Agreement and in the web-based FISAP package available to schools 
participating in the Campus-Based programs. 


The certification provided by the school is a material representation 
of fact relied upon by the Department when it enters into a participation 
agreement with the school. Moreover, a school is expected to have knowledge 
and information normally possessed by a prudent person in the ordinary 
course of business dealings. Although the Department doesn’t dictate how 
a school must ensure that its principals/employees have not been debarred 
or suspended by a federal agency, we do hold the school responsible for any 
information it could reasonably have been expected to know in the course of 
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Debarment and suspension 

To protect the public interest, it is the 
policy of the federal government to 
conduct business only with responsible 
individuals. To implement this policy, 
the government takes debarment and 
suspension actions against individuals 
whom it determines constitute a 
current risk to federal agencies. 
Executive Order 12549 

Federal Acquisition Regulations 

(48 CFR Part 9, Subpart 9.4) 

34 CFR Part 85 


Similar debarment and suspension 
limitations apply to lenders, third- 
party servicers, loan servicers, and 
any individuals who provide services 
described in 34 CFR 668.2 or 682.200 
to an FSA recipient whether or not 
they are employed by the school as 
described in 34 CFR 600 85.995(b). 


Covered transactions 
For purposes of the debarment/ 
suspension rules, covered transactions 
include: 
disbursement of FSA funds to a 
student or borrower, 
certification by an educational 
institution of eligibility for an FSA 
loan, and 
acquisition or exercise of any 
servicing responsibility for a grant, 
loan, or work study assistance 
under an FSA program. 


Checking debarment/suspension 
status online 

The Excluded Parties List System 
(EPLS) website of the General Services 
Administration (GSA) was where 

you could find which parties were 
excluded from federal procurement 
and nonprocurement programs. The 
EPLS site was incorporated into GSA’s 
System for Award Management site at 
(www.sam.gov), where you can search 
for excluded entities. You should keep 
a copy of the search results in your 
records. 
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Control and ownership interest 
Definition of control 

34 CFR 600.31 (b) 

Ownership interest 

34 CFR 668.15(f) 


Notifying the Department of 
change of control 

A school must report any changes of 
control under which a person acquires 
the ability to affect substantially the 
actions of the school. Such changes in 
control trigger a review to determine if 
the school is financially responsible (see 
Chapter 5). 


—EEEE——EESESE SSIES |S A 
Lower-tier transactions 

Examples of common lower-tier 
covered transactions are a school’s 
contracts with a financial aid consultant 
service or with a loan collection or 
billing agency. 
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ordinary operations. In addition, we expect the school to expend a reasonable 
amount of effort ensuring that it and its employees are in compliance. If 

the Department learns that a prospective participant knowingly rendered 

an erroneous certification, in addition to other remedies available, the 
Department may terminate the participation of the institution. 


A school chooses the method and frequency for making a determination 
about the eligibility of its principals. This might include asking current and 
prospective employees and contractors, in person or in writing, about their 
debarment or suspension histories. In addition, a school might also examine 
the List of Parties Excluded from Federal Procurement and Nonprocurement 
Programs to find out if an individual or organization is debarred or 
suspended. A school should discuss with its attorney the procedures 
appropriate to its circumstances. 


The employees who award FSA funds and those who disburse them 
should always be included in those whose backgrounds are examined. In 
addition, employees who participate in other transactions from which the 
regulations exclude individuals who have been debarred or suspended should 
be included. A school should consult with its attorney on the individuals it 
must certify. 


The debarment or suspension of a person who is not a principal of the 
school and who does not work in the financial aid office will not affect the 
school’s FSA eligibility so long as that person is not involved in any covered 
transactions. 


Lower-tier covered transactions 

A school must not enter into lower-tier covered transactions with a 
debarred or suspended individual or organization. A lower-tier covered 
transaction is any transaction between a participant in a covered transaction 
(such as the school) and another individual or organization, if that 
transaction stems from a covered transaction. A school must obtain a 
certification from any lower-tier organization if the amount of the lower-tier 
transaction is $25,000 or more. The lower-tier organization must inform 
the school in writing if the organization or its principals are debarred or 
suspended. Therefore, the certification does not need to be renewed from 
year to year. 


Crimes involving FSA program funds 

Schools are prohibited from having as principals those who have engaged 
in the misuse of government funds or from employing or contracting with 
other organizations that employ such persons. Specifically, a school must not 
knowingly 


¢ employ, in a capacity that involves the administration of the 
FSA programs or the receipt of funds under those programs, 
an individual who has been convicted of, or has pled nolo 
contendere or guilty to, a crime involving the acquisition, use, or 
expenditure of federal, state, or local government funds, or has been 
administratively or judicially determined to have committed fraud 
or any other material violation of law involving federal, state, or local 
government funds; 
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e contract with a school or third-party servicer that has been 
terminated from the FSA programs for a reason involving the 
acquisition, use, or expenditure of federal, state, or local government 
funds or that has been administratively or judicially determined 
to have committed fraud or any other material violation of law 
involving federal, state, or local government funds; or 


¢ contract with or employ any individual, agency, or organization that 
has been, or whose officers or employees have been: 
(1) convicted of, or pled nolo contendere or guilty to, a crime 
involving the acquisition, use, or expenditure of federal, state, 
or local government funds; or (2) administratively or judicially 
determined to have committed fraud or any other material violation 
of law involving federal, state, or local government funds. 


Code of conduct 
If a school participates in an FSA loan program, it must publish and 
enforce a code of conduct that includes bans on 


e revenue-sharing arrangements with any lender, 


e — steering borrowers to particular lenders or delaying loan 
certifications, and 


¢ offers of funds for private loans to students in exchange for 
providing concessions or promises to the lender for a specific 
number of FSA loans, a specified loan volume, or a preferred lender 
arrangement. 


The code of conduct applies to the officers, employees, and agents of 
the school and must also prohibit employees of the financial aid office from 
receiving gifts from a lender, guaranty agency, or loan servicer. 


The code must also prohibit financial aid office staff (or other employees 
or agents with responsibilities with respect to education loans) from 
accepting compensation for 


e any type of consulting arrangement or contract to provide services 
to or on behalf of a lender relating to education loans; and 


e — service on an advisory board, commission, or group established 
by lenders or guarantors, except for reimbursement for reasonable 
expenses. 


Compensation for serving on an advisory board 

A person employed in a financial aid office who serves on an advisory 
board cannot receive anything of value from the lender but can receive 
reimbursement for reasonable expenses associated with participation. A 
school must report annually to ED any such reasonable expenses paid or 
provided to any employee who is employed in the financial aid office or 
who otherwise has responsibilities with respect to education loans or other 
financial aid of the institution. 
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Sample certification statement 
from lower-tier organization 

The Department disseminated the 
following language in April 1989 asa 
model that schools may use to obtain 
the required certification statement 
from a lower-tier organization. 


“The prospective lower tier 
participant certifies, by submission 

of this proposal, that neither it nor 

its principals is presently debarred, 
suspended, proposed for debarment, 
declared ineligible, or voluntarily 
excluded from participating in 

this transaction by any Federal 
department or agency. 


Where the prospective lower tier 
participant is unable to certify to any 
of the statements in this certification, 
such prospective participant shall 
attach an explanation to this 
proposal.” 


Federal Register, May 26, 1988, page 
19211, disseminated in Dear Colleague 
Letter GEN-89-21. 


Disqualified individuals & PPA 
34 CFR 668.14(b)(18)(i) 
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Advisory board compensation 
HEOA Section 1011 

Section 140 of the Truth in Lending Act 
Disclosures of Reimbursements for 
Service on Advisory Boards 

HEOA section 1011 HEA section 485(m) 


Third-party servicer definition 
An individual or a state or a private, 
profit or nonprofit organization that 
enters into a contract with an eligible 
school to administer, through manual 
or automated processing, any aspect of 
the school’s participation in any Title IV 
program. 

34 CFR 668.2 


Third-party servicer 

34 CFR sections 668.1, 2, 11, 14-16, 23, 
25, 81-84, 86-89, and Subpart H. 

DCL GEN-12-08 and GEN-15-01 


Institutional liability 

Aschool remains liable for any and 
all FSA-related actions taken by the 
servicer on its behalf. 
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The report must include 
e the amount of each specific instance of reasonable expenses paid or 
provided; 


e the name of the financial aid official, other employee, or agent to 
whom the expenses were paid or provided; 


e the dates of the activity for which the expenses were paid or 
provided; and 


e a brief description of the activity for which the expenses were paid or 
provided. 


CONTRACTS WITH THIRD-PARTY SERVICERS 


Schools are permitted to contract with consultants for assistance 
in administering the FSA programs. However, the school ultimately is 
responsible for the use of FSA funds and will be held accountable if the 
consultant mismanages the programs or program funds. 


A third-party servicer administers any aspect of the school’s FSA 
participation. Examples of functions that third-party servicers perform are: 


e processing student financial aid applications, performing need 
analysis, and determining student eligibility or related activities; 
¢ certifying loans, servicing loans, or collecting loans; 


* processing output documents for payment to students, and 
receiving, disbursing, or delivering FSA funds; 


¢ conducting required student consumer information services; 


e preparing and certifying requests for cash monitoring or 
reimbursement funding; 


¢ preparing and submitting notices and applications required of 
eligible and participating schools, or preparing the Fiscal Operations 
Report and Application to Participate (FISAP); and 


* processing enrollment verification for deferment forms or NSLDS 


enrollment reporting. 


Excluded functions 

Examples of functions that are not considered administering the 
participation in a Title IV program: 

e performing lockbox processing of loan payments; 


e performing normal electronic fund transfers (EFTs) after being 
initiated by the school; 


e acting as a Multiple Data Entry Processor (MDE); 
e financial and compliance auditing; 
e mailing documents prepared by a school or warehousing school 


records; 
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e participating in a written arrangement with other eligible schools to 
make eligibility determinations and FSA awards for certain students 
(see Chapter 2); and 


* providing computer services or software. 


A person or organization performing these functions is not considered 
to be a third-party servicer and is not subject to third-party servicer 
requirements. 


Excluded entities 

An employee of a school is not a third-party servicer. For this purpose, 
an employee is one who: is paid directly by the school; works full or part 
time or on a temporary basis; performs all duties under school supervision, 
whether on site or remotely; is not employed by or associated with a third- 
party servicer; and is not a third-party servicer for any other school. 


A school may not have as a third-party servicer one that 


e has been limited, suspended, or terminated by the Department 
within the preceding five years; 


e has had, during the servicer’s two most recent audits, a finding that 
resulted in the servicer being required to repay an amount greater 
than five percent of the funds that the servicer administered under 
the Title IV programs for any year; or 


e has been cited during the preceding five years for failure to submit 
audit reports required under Title IV in a timely fashion. 


Requirements of a third-party servicer contract 

Under a contract with a school, a third-party servicer agrees to comply 
with all Title IV provisions, which includes those that refer solely to schools 
as well as to servicers, and to be jointly and severally liable with the school for 
a violation by the servicer of any of those provisions. 


The servicer agrees to use any Title IV funds (and interest or earnings on 
them) in accordance with the regulations and, if it disburses those funds, to 
confirm student eligibility and make the required returns to Title IV funds 
(see Volume 5) when a student withdraws. 


A third-party servicer must refer to the Department’s inspector general 
any suspicion of crime relating to FSA program administration, including 
any information that there is reasonable cause to believe the school might 
have engaged in fraud or other criminal misconduct pertaining to the FSA 
programs (see the examples in the margin). 


If the contract is terminated or the servicer files for bankruptcy or ceases 
to perform any functions prescribed under the contract, the servicer must 
return to the school all unexpended FSA funds and records related to the 
servicer’s administration of the school’s participation in the FSA programs. 
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Notifying ED of third-party 
servicer contracts 

Schools must notify the Department 
of new third-party servicer contracts 
and changes to existing contracts, as 
described in Chapter 5. 


If a school has submitted information 
regarding its third-party servicers as 
part of applying for certification or 
recertification, no additional submission 
is required. 


Referring information to OIG 
The regulations provide the following 
examples of criminal misconduct: 
False claims by the school for FSA 
program assistance; 
False claims of independent 
student status; 
False claims of citizenship; 
Use of false identities; 
Forgery of signatures or 
certifications; 
False statements of income; and 
Payment of any commission, 
bonus, or other incentive payment 
based in any part, directly or 
indirectly, upon success in securing 
enrollments or the award of 
financial aid to any person or 
entity engaged in any student 
recruitment or admission activity 
or in making decisions regarding 
the award of FSA program funds. 
See the next section on incentive 
compensation. 


Annual compliance audit 

A third-party servicer must submit 

a compliance audit each year. If the 
servicer contracts with several schools, 
a single audit can be submitted that 
covers its administrative services for all 
those schools. For more information, 
see www2.ed.gov/about/offices/list/ 
oig/nonfed/sfa.html. 

34 CFR 668.23 
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Incentive compensation in the 
law and regulations 

The prohibition of incentive 
compensation appears in Section 
487(a)(20) of the HEA and in the 
Student Assistance General Provisions 
regulations at 34 CFR 668.14(b)(22). 


On March 22, 2013, the Department 
published a revision to the preamble of 
the October 29, 2010, final regulations 
in accordance with the remand in 
“Association of Private Sector Colleges 
and Universities v. Duncan” 683F.3d 427 
(D.C. Cir. 2012). 


Definitions 

See Table 3 for regulatory definitions of 
Commission, bonus, or other 
incentive payment 
Securing enrollments or the award 
of financial aid 
Entity or person engaged in any 
student recruitment or admission 
activity or in making decisions 
about the award of financial aid 
Enrollment 


“Safe harbors” exceptions 
Regulations issued on October 29, 2010, 
eliminated the safe harbors effective 
July 1, 2011. 


Incentive compensation 

On March 17, 2011, the Department 
issued additional guidance on incentive 
compensation. In addition to the 
tables included in this text, that Dear 
Colleague Letter provided examples 

of how the incentive compensation 
rules are applied, as well as guidance 
on “tuition sharing” and “profit sharing” 
and other forms of compensation. 
Since that time, the Department 
posted additional related questions 
and answers to address study abroad 
situations for Title IV-eligible students 
and to clarify when bundled services 
provided by a third party are subject to 
the incentive compensation ban. 

See GEN-11-05 and the webpage at 
(www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/compensation. 
html). 
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INCENTIVE COMPENSATION PROHIBITION 


Schools may not provide any commission, bonus, or other incentive 
payment based directly or indirectly on success in securing enrollments or 
financial aid to any individual or entity engaged in recruiting or admission 
activities or in making decisions about awarding FSA program funds. 


As stated previously, only two types of activities are subject to the 
incentive compensation ban: securing enrollment (recruitment) and securing 
financial aid. No other activities are subject to the ban. 


The incentive compensation prohibition applies to all individuals with 
responsibility for recruitment or admission of students or making decisions 
about awarding FSA funds. As shown in Table 1, the Department draws 
a distinction between recruitment activities that involve working with 
individual students and policy-level determinations that affect recruitment, 
admission, or the awarding of FSA funds. The Department expects that 
employees who have titles such as enrollment counselors, recruitment 
specialists, recruiters, and enrollment managers have sufficiently direct 
involvement in recruitment that the incentive compensation ban applies to 
them. Senior managers and executive level employees who are only involved 
in the development of policy and do not engage in individual student contact 
or the other covered activities listed in Table 1 will not generally be subject to 
the incentive compensation ban. 


When other activities are coupled with recruitment or securing financial 
aid, a school must consider how they compensate persons or entities to 
avoid payments that are prohibited. Table 1 illustrates how these principles 
would be applied to activities that schools carry out in support of recruitment 
and financial aid. Payments to persons or entities that undertake or have 
responsibility for recruitment and decisions related to securing financial aid 
are subject to the incentive compensation ban even if their work also includes 
other activities. 


Schools may use factors such as seniority or length of employment as a 
basis for compensating employees covered by the incentive compensation 
prohibition. Many other qualitative factors may also be used so long as they 
are not related to the employee’s success in securing student enrollments 
or the award of financial aid. These factors may include such things as job 
knowledge and professionalism; skills such as analytic ability, initiative in 
work improvement, clarity in communications, and use and understanding 
of technology; traits such as accuracy, thoroughness, dependability, 
punctuality, and adaptability; peer rankings; student evaluations; and 
interpersonal relations. 
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Table 1 : Activities covered by prohibition on incentive 
compensation 


Exempt Activities 


Covered Activities 


Activities that are ALWAYS | Activities NOT subject to the ban on incentive 
subject to the ban on compensation include the following, unless 
incentive compensation the activities of the employee or entity also 
involve a covered activity 


Recruitment activities, 

including: 

- — Targeted information 
dissemination to 
individuals; 
Solicitations to 
individuals; 
Contacting potential 
enrollment applicants; 
aiding students in 
filling out enrollment 
application information 


Marketing activities, including: 
Broad information dissemination; 
Advertising programs that disseminate 
information to groups of potential 
students; 
Collecting contact information; 
Screening pre-enrollment information to 
determine whether a prospective student 
meets the requirements that an institution 
has established for enrollment in an 
academic program; 
Determining whether an enrollment 
application is materially complete, as long 
as the enrollment decision remains with 
the institution 


Services related to securing 
financial aid, including 
completing financial aid 
applications on behalf of 
prospective applicants 
(including activities that 
are authorized by the 
Department, such as the 
FAA Access tool, which can 
be used to enter, correct, 
verify, or analyze financial aid 
application data) 


Student support services offered after the 
point at which financial aid is allowed to be 
disbursed for a payment period, including: 
General student counseling; 
Career counseling; 
Financial aid counseling, including loan 
management; 
Online course support—both professional 
services and computer hardware and 
software; 
Academic support services, including 
tutoring, aimed at student retention, 
whether that support is provided prior to 
attendance in classes or after attendance 
has begun. 


Policy decisions made by senior executives 
and managers related to the manner in which 
recruitment, enrollment, or financial aid will 
be pursued or provided, such as decisions to 
admit only high school graduates 
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Two-part test to evaluate 
if a payment is incentive 
compensation 


1. 


Is the payment a commission, 
bonus, or other incentive payment, 
defined as an award of a sum of 
money or something of value paid 
to or given to a person or entity for 
services rendered? 

Is the commission, bonus, or other 
incentive payment provided to any 
person based, in any part directly 
or indirectly, upon success in 
securing enrollments or the award 
of financial aid? 


If the answer to each question is “yes,” 
the payment would be prohibited. 


See Session 25: General Provisions and 
Non-Loan Program Issues—Institutional, 
FSA Conference, December 2010. 
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Table 2 : Types of payments covered by prohibition 
on incentive compensation 


Types of payments that are 
direct or indirect payment of 
incentive compensation 


“Tuition sharing” as a measure of 
compensation when based on a 
formula that relates the amount 
payable to the entity to the number 
of students enrolled as a result of the 
activity of the entity 


Profit sharing plans from which 
distributions are made to individuals 
based on the number of students 
enrolled by virtue of covered activities 
by the recipient [668.14(b)(22)(ii)(B)] 


Salary adjustments that take the form 
of incentive payments based directly 
or indirectly on success in securing 
enrollments or financial aid 


Types of payments that 
are not direct or indirect 
payment of incentive 
compensation 


Tuition as a source of revenue from 
which compensation is paid to an 
unrelated third party for a variety of 
bundled services (Example 2-B in GEN- 
11-05) 


Profit sharing plans, including 401(k) 
type plans, from which distributions 
are made to individuals on a basis that 
is neutral with respect to the role the 
recipient plays in student recruitment 
or the securing of financial aid 


Employee benefits plans offered to all 
employees on a basis that is neutral 
with respect to the role the recipient 
plays in student recruitment or the 
securing of financial aid 


Payments based on the application of | Cost of living adjustments (COLAs) 
an admissions policy 


Bonus or other payments based on 
success in securing enrollments or 
financial aid 


Compensation adjustments based 
upon seniority 


Payments to faculty based upon 
student class size or academic 
achievement 


Payments to senior executives with 
responsibility for the development 
of policies that affect recruitment, 
enrollment, or financial aid 


Payments based upon securing 
student housing or other student 
services, including career counseling 


Volume-driven arrangements based 
on services that are not recruitment or 
securing of financial aid 
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Table 3 : Definitions 


Commission, bonus, or other incentive 
payment 

A sum of money or something of value, 
other than a fixed salary or wages, paid to 
or given to a person or an entity for services 
rendered. 


Securing enrollments or the award of 
financial aid 

Activities that a person or entity engages in 
at any point in time through completion of 
an educational program for the purpose of 
the admission or matriculation of students 
for any period of time or the award of 
financial aid to students. 


(1) These activities include contact in 
any form with a prospective student, 
such as, but not limited to, contact 
through preadmission or advising 
activities, scheduling an appointment to 
visit the enrollment office or any other 
office of the institution, attendance at 
such an appointment, or involvement 

in a prospective student's signing of an 


enrollment agreement or financial aid 
application. 


(2) These activities do not include making a 
payment to a third party for the provision of 
student contact information for prospective 
students provided that such payment is not 
based on 


(i) Any additional conduct or action by 
the third party or the prospective students, 
such as participation in preadmission 

or advising activities, scheduling an 
appointment to visit the enrollment office 
or any other office of the institution or 
attendance at such an appointment, or the 
signing, or being involved in the signing, 
of a prospective student's enrollment 
agreement or financial aid application; or 


(ii ) The number of students (calculated 
at any point in time of an educational 
program) who apply for enrollment, are 
awarded financial aid, or are enrolled for 
any period of time, including through 
completion of an educational program. 
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Entity or person engaged 

in any student recruitment 

or admission activity or in 
making decisions about the 
award of financial aid 

(1) With respect to an entity 
engaged in any student 
recruitment or admission activity 
or in making decisions about 
the award of financial aid, any 
institution or organization that 
undertakes the recruiting or 
the admitting of students or 
that makes decisions about and 
awards FSA funds; and 


(2) With respect to a person 
engaged in any student 
recruitment or admission activity 
or in making decisions about 
the award of financial aid, any 
employee who undertakes 
recruiting or admitting of 
students or who makes 
decisions about and awards 
FSA funds, and any higher level 
employee with responsibility 
for recruitment or admission of 
students, or making decisions 
about awarding FSA funds. 


Enrollment 

The admission or matriculation 
of a student into an eligible 
institution. 
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Electronic processes 

34 CFR 668.16 (0) 

DCL GEN-04-08, September 2004 
Federal Register, 9/14/04, 55418-55420 


Systems help 

For help with questions about 
specific systems, such as application 
processing and software (CPS/SAIG), 
COD, and NSLDS, see the “Help” link 
on the Information for Financial Aid 
Professionals site: (www.ifap.ed.gov). 


REQUIRED ELECTRONIC PROCESSES 


Schools must be able to use the FSA electronic processes to be considered 
administratively capable of participating in the FSA programs. 


For a school to exchange data with the FSA systems, it must have 
Internet access through its network or through an Internet service provider. 
Your school will also need to enroll in the Student Aid Internet Gateway 
(SAIG) and establish a data mailbox. (Doing this and other tasks related to 
electronic processing is the most frequent duty for third-party servicers.) 
Most schools prepare student data records in a software package such as 
EDExpress and transmit the records as batch files to the SAIG mailbox. The 
Department’s systems send edited records back to the SAIG mailbox, where 
the school downloads the records and uses its software to update the records 
in its own database. 


Schools must use COD’s common record format, complying with the 
published schema for the corresponding award year, to send and receive 
origination and disbursement data for Pell Grants, TEACH Grants, and 
Direct Loans. This format uses Extensible Markup Language (XML). 


Summary of required electronic processes 


To be in compliance with the administrative capability requirements of 34 CFR 668.16(0), a school must 


- use the E-App to submit and update the school’s eligibility information: (www.eligcert.ed.gov) 


+ enroll in the Student Aid Internet Gateway (SAIG): (https://fsawebenroll.ed.gov/) 


- use FAA Access or its SAIG mailbox to exchange FAFSA or ISIR data with the Department's Central Processing 
System: (https://faaaccess.ed.gov/FOT WWebApp/faa/faa.jsp) or (www.saigportal.ed.gov) 


+ use the COD website or its SAIG mailbox to exchange award and disbursement data for Pell Grants, TEACH 
grants, and Direct Loans: (http://cod.ed.gov) or (www.saigportal.ed.gov) 


+ use the eCampus-Based (eCB) System to file the FISAP application and report, the Work Colleges application 
and report, and the report of disbursements made to students with intellectual disabilities in approved 
Comprehensive Transition and Postsecondary (CTP) programs (see Volume 6): (www.cbfisap.ed.gov) 


+ submit to the National Student Loan Data System (NSLDS) the school’s Federal Perkins Loan data, student 
enrollment records, FSA program overpayments, NSLDS transfer student monitoring records, and Gainful 
Employment program records (if applicable): (https://www.nsldsfap.ed.gov) 


+ electronically submit the school’s annual compliance and financial statement audits and any other required 


audits: (www.ezaudit.ed.gov) 


- use the Default Management website to receive its draft and official cohort default rate data electronically: 
(ifap.ed.gov/DefaultManagement) 


- use the Information for Financial Aid Professionals (IFAP) website to review Dear Colleague Letters, 
announcements, or Federal Registers: (ifap.ed.gov) 


Several of Federal Student Aid’s systems, such as COD, eCB, and NSLDS, are located behind the Access and Identity 
Management System (AIMS), for which users have a single ID and password. From March 7, 2014, on, an ID that has 
not been used within 90 days will be suspended or, after 365 days, deactivated. See the electronic announcement 
from 1/24/14 for more information and instructions how to reinstate a suspended or deactivated user ID. 
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To create and edit student records, your school may use the 
Department’s EDExpress software, develop its own software, or rely on a 
third-party software vendor. If you are not using EDExpress software to 
prepare your records, it is your responsibility to ensure that the software you 
use is capable of generating COD records in XML format. 


As an alternative, you can now create and edit student records directly 
on many of our websites, such as COD, CPS, and NSLDS. When creating 
and editing records on the Web, you do not use PC software and you do not 
have to transmit the changes through your SAIG mailbox. 


Information for Financial Aid Professionals (IFAP) 

Program information is communicated through our IFAP website 
(ifap.ed.gov) in the form of electronic announcements, Dear Colleague 
letters, and Federal Registers. One of the most useful features of this website 
is its notification service, which sends you daily or weekly emails that 
summarize recent postings to IFAP. (Go to “My IFAP” on the website and 
select “New User Registration.”) 


Even if you use a third-party servicer to manage your student aid 
activities, you are responsible for knowing about all new statutory, regulatory, 
and procedural requirements. The IFAP website is a convenient and 
comprehensive place to get that information. 


The IFAP site also has links to all major FSA websites and services and 
a “Help” link that includes contact information for FSA call centers and 
customer service offices. 


Minimum system requirements 

In the past ED has issued the minimum system requirements schools 
must meet to participate in the Department’s electronic processes. (The 
most recent issuance was for 2005-2006 and gave an optimal configuration 
of a 2.8 GHz/333 MHz processor and 80 GB hard drive with a high-speed 
Internet connection.) When reviewing your office’s computer needs, you 
should be aware that its system requirements (processor speed, RAM, hard- 
drive storage, etc.) will depend on which FSA functions the school uses, the 
number of records processed, and school database interfaces. 


SHARING INFORMATION WITH NSLDS, FEDERAL LOAN 
SERVICERS, AND GUARANTORS 


Reporting student enrollment data to NSLDS 

Student enrollment information is important, and all schools 
participating or approved to participate in the FSA programs must have 
online enrollment access and have some arrangement to report student 
enrollment data to the National Student Loan Data System (NSLDS) through 
an enrollment roster file. Enrollment information is used to determine if the 
student is still considered in school, must be moved into repayment, or is 
eligible for an in-school deferment. For students moving into repayment, the 
out-of-school status effective date determines when the grace period begins 
and how soon a student must begin repaying loan funds. You're required 
to report changes in the student’s enrollment status, the effective date of the 
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Two-factor authentication (TFA) 
For greater security FSA systems 

use TFA, which employs a token to 
generate single-use passwords. We 
encourage users to download the new 
“soft” token, which is an application 
for their mobile device, but the “hard” 
token or key fob is also still available. 
See the December 29, 2014, electronic 
announcement. For questions about 
TFA and tokens, you can contact the 
CPS/SAIG Technical Support and the 
TFA Support Center at (800) 330-5947 
or by email at TFASupport@ed.gov. 


From April to June 2016, TFA is being 
implemented for the G5 payment 
system. This TFA is separate from the 
one using the token described above. 
See the April 19, 2016, announcement. 
For more information, you can call the 
G5 hotline at (888) 336-8930 or send an 
email to edcaps.user@ed.gov. 


Enrollment reporting 

34 CFR 682.610 FFEL 

34 CFR 685.309(b) Direct Loans 

DCLs GEN-12-06 and GEN-14-07 

Go to iLibrary > NSLDS Reference 
Materials on the IFAP website for 
NSLDS newsletters, updates, and other 
information. Click on NSLDS User 
Documentation to get the Enrollment 
Reporting Guide, which has more on 
reporting enrollment information to 
NSLDS, including record layouts, error 
codes, etc. 


Reach FSA 

A single toll-free number, 1-855-FSA- 
4-FAA (1-855-372-4322), allows access 
to FSA’s contact centers such as CPS/ 
SAIG technical support, the COD 
School Relations Center, and the NSLDS 
Customer Support Center. At this single 
number you can get more information 
about the various call centers or 
connect to the center you need. The 
individual phone numbers for all the 
centers remain available, and you can 
use those to call the centers directly. 
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Receiving roster files 

A school or its servicer must sign up to 
receive roster files through the SAIG 
Enrollment site: 
(https://fsawebenroll.ed.gov/). 


Updating enrollment 
information on the Web 

You can create or update student 
enrollment status by using the “Enroll” 
tab on the NSLDS Professional Access 
site: (https://www.nsldsfap.ed.gov/). 
Phone support: 1-800-999-8219 


Accurate program-level 
reporting 

It is critical to completely and accurately 
report students’ program-level 
enrollment information to NSLDS. 

This information is used to determine 
the subsidy status of loans under the 
150% Direct Subsidized Loan Limit 
and for other purposes. Pay particular 
attention to correctly reporting 
published program length, the field 

for which is a six-digit number with an 
implied decimal after the third digit. 
See the electronic announcement from 
December 23, 2014. 


Enrollment status codes 

These codes are used for enrollment 

reporting and are listed in the 

Enrollment Reporting Guide: 

F = Full time 

Q=At least three-quarter time but less 
than full time 

H = At least half time but less than 
three-quarter time 

L= Less than half time 

G = Graduated 

W = Withdrawn (voluntary or 
involuntary) 

A= Approved Leave of Absence 

D = Deceased 

X = Never attended 

Z = Record not found 
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status, and an anticipated completion date. Changes in enrollment to less 
than half-time, graduated, or withdrawn must be reported within 30 days. 


You must report enrollment status at both the school and program level. 
For this purpose an academic program is defined as the combination of your 
school’s Office of Postsecondary Education Identification (OPEID) number 
and the program’s Classification of Instructional Program (CIP) code, 
credential level, and published program length. When a student is enrolled 
in more than one major (or comparable designation under your school’s 
academic policies), each is considered an academic program and is reported 
separately whether the student receives separate degrees or certificates for 
each major or only receives one for completing the requirements for all 
majors. Enrollment in a minor is not a separate program and therefore 
would not be reported as such. Report a student’s “active enrollment status” 
(full-time, three-quarter time, half-time, and less than half-time) based on 
the total number of credit or clock hours she is enrolled in at the institution, 
regardless of whether specific credits apply to the academic program being 
reported. See DCL GEN-14-17 for examples and more information. 


NSLDS will send a roster file electronically to your school or its 
designated servicer every 60 days (or more frequently depending on your 
schedule) through its SAIG mailbox. ‘The file includes all of the school’s 
students who are identified in NSLDS as Stafford (Direct and FFEL) Loan 
borrowers or the beneficiaries of a PLUS loan. The file is not necessarily 
connected to loans made at your school—it may also report information for 
students who received some or all of their FSA loans at other schools but are 
currently attending your school. 


Your school or servicer must certify the information and return 
the roster file within 15 days of receiving it. You may also go to 
(www.nsldsfap.ed.gov) and update information for your students online. As 
already noted, you must report enrollment changes within 30 days; however, 
if a roster file is expected within 60 days, you may provide the updated data 
on that roster file. 


If the roster file that you are returning contains records that don’t 
pass the NSLDS enrollment reporting edits, you will receive a response file 
with the records that didn’t pass. Within 10 days you'll need to make the 
necessary corrections to these records and resubmit them. If you are using a 
servicer, you may need to assist the servicer in correcting these errors. Please 
remember that your school is ultimately responsible for notifying NSLDS of 
student enrollment changes. 


When your school reports enrollment data to the NSLDS, it does 
not have to complete enrollment reporting rosters received directly from 
guaranty agencies. Additionally, your school may request that a lender 
confirm a borrower’s enrollment status using NSLDS rather than completing 
an in-school deferment form. 


Updating borrower information at separation 

Schools that conduct their own exit counseling rather than have 
students complete it on studentloans.gov must, within 60 days after the 
exit counseling session, provide the appropriate federal loan servicer or 
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the guaranty agency for FFEL that is listed in the borrower’s student aid 
records any updated information about: her name, address, references, future 
permanent address, Social Security number, the identity and address of her 
expected employer, the address of her next of kin, and her driver’s license 
number and state of issuance. This information may be uploaded with the 
NSLDS Exit Counseling Submittal template at (www.fsadownload.ed.gov). 
NSLDS will then provide the data to the appropriate loan holders. 


Sharing information about delinquent/defaulted borrowers 

To promote loan repayment, schools are encouraged to notify the 
appropriate Direct Loan servicer with new information about a delinquent 
borrower’s location or employment and to work with defaulted borrowers to 
bring their loans out of default. 


The Direct Loan servicers send electronic reports to participating schools 
listing all delinquent and defaulted Direct Loan borrowers who took out 
loans while attending the school. The report, which contains the borrowers’ 
names, addresses, and phone numbers, is organized by the number of days 
past due so that schools can contact and counsel borrowers to avoid default. 
Schools can also request delinquency reports through NSLDS (viewable 
online or for delivery to their TG mailbox) for all their borrowers with any of 
the DL servicers. 


A former FFEL school may agree to provide the holders of delinquent 
loans information about delinquent borrowers’ location or employment. The 
school may also try to contact borrowers and counsel them to avoid default. 


Former FFEL schools may ask a guaranty agency to provide information 
about students who were enrolled at the school who have defaulted on their 
Stafford loans. The guarantor may not charge for this information. The 
school may also ask the guarantor to notify the school whenever a lender 
requests default aversion assistance on a loan made at your school, and 
provide the borrower’s name, address, and Social Security number. The 
guaranty agency may charge a reasonable fee for this service. Your school 
may only use the information to remind the borrower to repay her loan(s). 


If you've requested it, the guaranty agency must also notify your school 
when loans to its students are sold, transferred, or assigned to another holder. 
The notification must include the address and telephone number of the 
new loan holder. This notification requirement only applies to loans that 
are in the grace period or repayment and only if your school was the last 
the borrower attended before the loan entered repayment. For instance, if a 
student received Stafford Loans earning a bachelor’s degree at your school 
but pursued a master’s degree at another school before those loans entered 
repayment, the guarantor is not required to notify you if the loans are sold. 


Financial aid history and transfer monitoring 

A school must consider a student’s financial aid history in making FSA 
program awards. The regulations require that schools use NSLDS data to 
obtain information about a student’s financial aid history. 
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Privacy: sharing student records 
with lenders 

A student authorizes his school to 
release information to lenders by 
signing the promissory note as part 

of the loan application process. This 
authorization covers information 
relevant to the student's or parent's 
eligibility to borrow as well as 

locating the borrower. Examples of such 
information are enrollment status, 
financial assistance, and employment 
records. See Chapter 7 for more 
information about recordkeeping and 
privacy. 


Loan information from the 
guarantor 

Upon request, the guarantor must 
inform the school of students in default 
on FFELs. 

34 CFR 682.401(b)(24) 


If the lender requests preclaims 
assistance, the guarantor must inform 
the school of this request if the school 
has requested such notification. 

34 CFR 682.404(a)(4) 

Sec. 428(c)(2)(H) of the HEA 


The guarantor must notify the school 
when a loan made at that school 
changes hands if the school requests 
such information. 

Sec. 428(b)(2)(F) of the HEA 

34 CFR 682.401(b)(25) 


Financial aid history 

34 CFR 668.19 

DCL GEN-00-12 

DCL GEN-01-09, July 2001 (including 
July 16, 2001, update) 
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Transfer student monitoring 

You must verify the eligibility of transfer 
students for FSA funds. You may either 
check the student's financial aid history 
on the NSLDS Professional Access 

site or wait seven days after you've 
submitted the student's information for 
monitoring to receive a response from 
NSLDS. 


To begin using the “inform” feature, 
you must designate a contact on the 
“School Transfer Profile” page at 
(www.nsldsfap.ed.gov). 


Satisfactory academic progress 
School policy: 

34 CFR 668.16(e) 

Student eligibility: 

34 CFR 668.32(f) 

34 CFR 668.34 


Definitions for tuition rates for 
military families 

Armed Forces—the U.S. Army, Navy, Air 
Force, Marine Corps, and Coast Guard. 
Active duty—full-time duty in the 
active military service of the United 
States. Such term includes full-time 
training duty, annual training duty, 
and attendance, while in the active 
military service, at a school designated 
as a service school by law or by the 
Secretary of the military department 
concerned. Such term does not include 
full-time National Guard duty. 

Active duty for a period of more than 
30 days—active duty under a call or 
order that does not specify a period of 
30 days or less. 

20 USC 1015d 
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To receive a student’s financial aid history, your school must register for 
the Transfer Student Monitoring Process. Through this process, NSLDS will 
monitor a transfer student’s financial aid history and alert you to any relevant 
changes—other than the default and overpayment information reported in 
the postscreening process—that may affect the student’s current award(s). 


You must send NSLDS identifying information (or enter it online) 
for students transferring to your school so that NSLDS can use transfer 
monitoring to notify you of changes to their financial aid history. You may 
send information for students who have expressed an interest in attending 
your school even if they have not yet formally applied for admission. 


You can find a complete discussion of this requirement and the transfer 
student monitoring process in Volume 1, Chapter 3. 


SATISFACTORY ACADEMIC PROGRESS (SAP) 


To be considered administratively capable, a school must have a 
satisfactory academic progress policy that is the same as or more strict for 
an FSA recipient as the school’s standards for a student enrolled in the same 
educational program who is not receiving FSA funds. 


Because satisfactory academic progress issues are most often raised in 
specific student eligibility cases, we discuss the details of SAP standards in 
Volume 1, Chapter 1, of the FSA Handbook. You should carefully review that 
discussion if your school is developing or amending its SAP policy. 


Basic elements of an SAP policy 

As discussed in Volume 1, a school’s policy must include evaluations at 
least annually for programs longer than one year and every payment period 
for programs of one year or less. There must be a qualitative component 
consisting of a minimum grade point average or comparable factor that is 
measurable against a norm. For programs longer than two academic years, 
the policy must stipulate that a student must have at the end of the second 
year a GPA of at least a “C” or its equivalent or have an academic standing 
consistent with the school’s requirements for graduation. There must also be 
a quantitative component that consists of a maximum time frame in which a 
student must complete her educational program and a pace of completion 
that ensures she will complete the program within the time frame. 


In addition, your school’s policy must explain: 


e _ the effect of ESL and remedial courses on progress, 


e how progress is measured if a student changes majors or seeks to 
earn additional degrees, 


e how course repetitions are handled, 


e whether you have appeals for an adverse SAP determination and the 
procedures for any such appeals, and 


e the procedures for otherwise re-establishing satisfactory progress. 
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The policy must include provisions for consistent application of 
the standards to all students within categories (e.g., full-time, part-time, 
undergraduate, and graduate students) and educational programs established 
by the school. Generally, the quantitative and qualitative standards used to 
judge academic progress include all periods of the student’s enrollment. Even 
periods in which the student did not receive FSA funds must be counted. 


PROVISIONS FOR U.S. ARMED FORCES 
MEMBERS AND FAMILY 


In-state tuition rates for active duty service members and 
family attending public institutions 

A public postsecondary school may not charge a member of the armed 
forces who is on active duty for a period of more than 30 days more than the 
school’s tuition rate for residents of the state. Similarly, the service member's 
spouse and dependent children are entitled to the in-state tuition rate. 


In addition, if the service member, spouse, or dependent child pays the 
in-state tuition rate, the public institution must allow the person to continue 
to pay such a rate as long as the individual is continuously enrolled, even if 
there is a subsequent change in the permanent duty station of the service 
member to a location outside of the state. 


Readmission of service members 

A school must promptly readmit a service member with the same 
academic status as he had when last attending the school or accepted for 
admission to the school. This requirement applies to any student who cannot 
attend school due to military service (see the definition in the margin). 


The student must notify the school of his military service and intention 
to return to school as follows: 


¢ Notification of military service. The student (or an appropriate 
officer of the armed forces or official of the Department of 
Defense) must give oral or written notice of such service to the 
school as far in advance as is reasonable under the circumstances. 
This notice does not have to indicate whether the student intends 
to return to the school and may not be subject to any rule of 
timeliness. (Timeliness must be determined by the facts in each 
case.) Alternatively, at the time of readmission, the student 
may submit an attestation of military service that necessitated 
the student’s absence from the school. No notice is required if 
precluded by military necessity, such as service in operations that 
are classified or would be compromised by such notice. 


¢ Notification of intent to return to school. The student must also 
give oral or written notice of her intent to return to the school 
within three years after the completion of the period of service. 
A student who is hospitalized or convalescing due to an illness or 
injury incurred or aggravated during the performance of service 
must notify the school within two years after the end of the period 
needed for recovery from the illness or injury. A student who fails 
to apply for readmission within these periods does not automatically 
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Definitions for readmission 

For purposes of this discussion— 
Military service (or service in the 
uniformed services)—service, whether 
voluntary or involuntary, in the armed 
forces, including service by a member 
of the National Guard or Reserve on 
active duty, active duty for training, or 
full-time National Guard duty under 
federal authority, for a period of more 
than 30 consecutive days under a call 
or order to active duty of more than 30 
consecutive days. This does not include 
National Guard service under state 
authority. 

Service member—someone who 

isa member of, applies to be a 
member of, performs, has performed, 
applies to perform, or has an 

obligation to perform, service in the 
uniformed services on the basis of 

that membership, application for 
membership, performance of service, 
application for service, or obligation to 
perform service. 

Appropriate officer—A warrant, 
commissioned, or noncommissioned 
officer authorized to give such notice by 
the military service concerned. 
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Termination for bad conduct 

A student's readmission rights 
terminate in the case of a dishonorable 
or bad conduct discharge, general 
court-martial, federal or state prison 
sentence, or other reasons as described 
in 34 CFR 668.18(h). 


Reasonable efforts to help 
prepare student 

If the school determines that the 
student is not prepared to resume the 
program with the same academic status 
at the point where she left off or will not 
be able to complete the program, the 
school must make reasonable efforts 

at no extra cost to help her become 
prepared or to enable her to complete 
the program. This includes providing 
refresher courses and allowing the 
student to retake a pretest at no extra 
cost. 


The school is not required to readmit 

the student if it determines 

+ _ that there are no reasonable efforts 
it can take to prepare her to resume 
the program at the point where she 
left off or to enable her to complete 
the program, or 

+ _ that after it makes reasonable 
efforts (those that do not place an 
undue hardship on the institution), 
the student is not prepared to 
resume or complete the program. 

“Undue hardship” means an action 

requiring significant difficulty or 

expense when considered in light of 

the overall financial resources of the 

institution and the impact otherwise 

of such action on the operation of the 

institution. 


The school has the burden to prove by 
a preponderance of the evidence that 
the student is not prepared to resume 
the program with the same academic 
status at the point where she left off or 
that she will not be able to complete 
the program. 
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forfeit eligibility for readmission but is subject to the school’s 
established leave of absence policy and general practices. 


A school must designate one or more offices that a student may contact 
to provide notification of service and notification of intent to return. The 
school may not require that these notices follow any particular format. 


The school must promptly readmit the student into the next class 
or classes in the program beginning after he provides notice of intent to 
reenroll, unless he requests a later date or unusual circumstances require the 
school to admit him at a later date. This requirement supersedes state law— 
for example, a school must readmit a qualifying service member to the next 
class even if that class is at the maximum enrollment level set by the state. 


The school must admit the student with the same academic status, which 
means: 


e to the same program to which the student was last admitted or, if 
that exact program is no longer offered, the program that is most 
similar to that program, unless she chooses a different program; 


e atthe same enrollment status, unless the student wants to enroll at a 
different enrollment status; 


¢ with the same number of credit hours or clock hours previously 
completed, unless the student is readmitted to a different program 
to which the completed credit hours or clock hours are not 
transferable, and 


e with the same academic standing (e.g., with the same satisfactory 
academic progress status) the student previously had. 


If the student is readmitted to the same program, for the first academic 
year in which he returns, the school must assess the tuition and fee charges 
that he was or would have been assessed for the academic year during which 
he left the school. However, if his veterans education benefits or other 
service member education benefits will pay the higher tuition and fee 
charges that other students in the program are paying for the year, the 
school may assess those charges to the student as well. 


If the student is admitted to a different program, and for subsequent 
academic years for a student admitted to the same program, the school must 
assess no more than the tuition and fee charges that other students in the 
program are assessed for that academic year. 


The cumulative length of the absence and of all previous absences from 
the school for military service may not exceed five years. Only the time the 
student spends actually performing service is counted. See the next page for 
additional rules pertaining to cumulative length of absence. 
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Readmission for servicemembers—additional information 


34 CFR 668.18 (a) General 


(3) This section applies to an institution that has continued 
in operation since the student ceased attending or 

was last admitted to the institution but did not begin 
attendance, notwithstanding any changes of ownership of 
the institution since the student ceased attendance. 


(4) The requirements of this section supersede any State 
law (including any local law or ordinance), contract, 
agreement, policy, plan, practice, or other matter that 
reduces, limits, or eliminates in any manner any right 

or benefit provided by this section for the period of 
enrollment during which the student resumes attendance, 
and continuing so long as the institution is unable to 
comply with such requirements through other means. 


668.18 (e) Cumulative length of absence. 
For purposes of paragraph (c)(1)(ii) of this section, a 
student's cumulative length of absence from an institution 
does not include any service— 
(1) That is required, beyond five years, to complete an 
initial period of obligated service; 
(2) During which the student was unable to obtain orders 
releasing the student from a period of service in the 
uniformed services before the expiration of the five-year 
period and such inability was through no fault of the 
student; or 
(3) Performed by a member of the Armed Forces 
(including the National Guard and Reserves) who is— 
(i) Ordered to or retained on active duty under— 
(A) 10 U.S.C. 688 (involuntary active duty by a military 
retiree); 
(B) 10 U.S.C. 12301(a) (involuntary active duty in 
wartime); 
(C) 10 U.S.C. 12301(g) (retention on active duty while in 
captive status); 
(D) 10 U.S.C. 12302 (involuntary active duty during a 
national emergency for up to 24 months); 
(E) 10 U.S.C. 12304 (involuntary active duty for an 
operational mission for up to 270 days); 
(F) 10 U.S.C. 12305 (involuntary retention on active 
duty of a critical person during time of crisis or other 
specific conditions); 
(G) 14 U.S.C. 331 (involuntary active duty by retired 
Coast Guard officer); 
(H) 14 U.S.C. 332 (voluntary active duty by retired Coast 
Guard officer); 
(I) 14 U.S.C. 359 (involuntary active duty by retired 
Coast Guard enlisted member); 
(J) 14 U.S.C. 360 (voluntary active duty by retired Coast 
Guard enlisted member); 
(K) 14 U.S.C. 367 (involuntary retention of Coast Guard 
enlisted member on active duty); or 
(L) 14 U.S.C. 712 (involuntary active duty by Coast 
Guard Reserve member for natural or man-made 
disasters); 
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(ii) Ordered to or retained on active duty (other than for 
training) under any provision of law because of a war 
or national emergency declared by the President or the 
Congress, as determined by the Secretary concerned; 
(iii) Ordered to active duty (other than for training) in 
support, as determined by the Secretary concerned, of 
an operational mission for which personnel have been 
ordered to active duty under section 12304 of title 10, 
United States Code; 


(iv) Ordered to active duty in support, as determined 
by the Secretary concerned, of a critical mission or 


requirement of the Armed Forces (including the National 


Guard or Reserve); or 

(v) Called into Federal service as a member of the 
National Guard under chapter 15 of title 10, United 
States Code, or section 12406 of title 10, United States 
Code (i-e., called to respond to an invasion, danger of 
invasion, rebellion, danger of rebellion, insurrection, 
or the inability of the President with regular forces to 
execute the laws of the United States). 


668.18 (g) Documentation. 
(1) A student who submits an application for readmission to 
an institution under paragraph (c)(1)(iii) of this section shall 
provide to the institution documentation to establish that— 
(i) The student has not exceeded the service limitation in 
paragraph (c)(1)(ii) of this section; and 
(ii) The student's eligibility for readmission has not been 
terminated due to an exception in paragraph (h) of this 
section. 
(2)(i) Documents that satisfy the requirements of paragraph 
(g)(1) of this section include, but are not limited to, the 
following: 
(A) DD (Department of Defense) 214 Certificate of Release 
or Discharge from Active Duty. 


(B) Copy of duty orders prepared by the facility where the 
orders were fulfilled carrying an endorsement indicating 
completion of the described service. 

(C) Letter from the commanding officer of a Personnel 
Support Activity or someone of comparable authority. 


(D) Certificate of completion from military training school. 
(E) Discharge certificate showing character of service. 

(F) Copy of extracts from payroll documents showing 
periods of service. 

(G) Letter from National Disaster Medical System (NDMS) 
Team Leader or Administrative Officer verifying dates and 
times of NDMS training or Federal activation. 


(ii) The types of documents that are necessary to establish 
eligibility for readmission will vary from case to case. Not 
all of these documents are available or necessary in every 
instance to establish readmission eligibility. 

(3) An institution may not delay or attempt to avoid a 
readmission of a student under this section by demanding 
documentation that does not exist, or is not readily 
available, at the time of readmission. 
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Executive Order 13607 

For the text of the executive order, see 
(www.whitehouse.gov/the-press- 
office/2012/04/27/executive-order- 
establishing-principles-excellence- 
educational-instituti). 

See also DCLs GEN-12-10, 12-12, 
12-17, and 13-05 and the electronic 
announcements issued September 11, 
2012, and January 18, 2013. 


Executive Order 13607: Principles of Excellence 

On April 27, 2012, the White House issued EO 13607, which created 
the Principles of Excellence for Educational Institutions Serving Service 
Members, Veterans, Spouses, and Other Family Members. The principles 
apply to all postsecondary schools that receive funding from federal military 
and veterans educational benefits programs. They strengthen consumer 
protections for students who receive these benefits and provide access 
to information to help them make informed choices about their college 
education. Adoption of the principles is voluntary but encouraged. 


The principles describe requirements in the following key areas: (1) 
providing a standardized cost form, (2) providing federal aid information, 
(3) aggressive and fraudulent recruiting, (4) state authorization, (5) 
misrepresentation, (6) incentive compensation, (7) accreditation, (8) 
readmission, (9) refunds, (10) individual education plans, and (11) academic 
and financial counseling points of contact. 


Title IV schools are likely already complying with many of the principles 
through their participation in the Title IV programs (for example, the 
refund requirement). One principle requires institutions to provide affected 
students with a personalized and standardized form describing the students’ 
educational costs and how those may be covered by financial aid. The 
Financial Aid Shopping Sheet, released by the Department in July 2012, helps 
institutions satisfy that principle. 


SSS FSA HB June 2016 


2-58 


Glossary/Acronyms CFR DCL 


Audits, Standards, 
Limitations, & Cohort 
Default Rates 


CHAPTER 4 


Schools that participate in the FSA programs are generally required to have 
annual compliance and financial statement audits. This chapter will discuss the 
audit requirement and the financial standards and limitations that apply to a 
school’s FSA eligibility. In addition, we will discuss the annual calculation of a 


school’s cohort default rate. 


FSA AUDIT REQUIREMENTS FOR SCHOOLS 

A school that participates in any FSA program, including a participating 
foreign school, generally must have an independent auditor conduct an 
annual audit of the school’s compliance with the laws and regulations 
that are applicable to the FSA programs in which the school participates 
(a compliance audit) and an audit of the school’s financial statements (a 
financial statement audit). 


While a compliance audit covers the school’s administration of the 
FSA programs, a financial statement audit provides the Department with 
information necessary to evaluate a school’s status vis-a-vis the financial 
standards that are discussed later in this chapter. 


The type of compliance audit a school or servicer must undergo depends 
on its type of control: public, for-profit, or nonprofit. 


e All for-profit schools must have an FSA compliance audit conducted 
under the Inspector General’s Audit Guide (for FSA school audits), 
which is available on the IFAP website. 


e Public and nonprofit schools must comply with the Single Audit 
Act. The Single Audit Act requires these schools to have an 
audit conducted in accordance with the Office of Management 
and Budget’s (OMB) Circular A-133, Audits of States, Local 
Governments, and Nonprofit Organizations. (Circular A-133 allows 
an FSA compliance audit under the criteria of the Audit Guide under 
limited circumstances.) 


The Office of Inspector General (OIG) also conducts audits, usually 
in cases where there is concern over a school’s administration of the FSA 
programs. An OIG or other federal audit does not satisfy the requirement 
that a school have annual compliance and financial statement audits 
performed by an independent public accountant. 


Note that audit requirements also apply to third-party servicers. 
However, a school may never use a third-party servicer’s audit in place of 
its own required audit because the school is ultimately liable for its own 
violations as well as those incurred by its third-party servicers. 
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Related information 

> Administrative requirements, 
Chapter 3 

> Program reviews, Chapter 8 


School participation divisions 
For information regarding accounting 
and compliance issues, a school should 
contact the school participation 
division for its region. Go to the IFAP 
website (ifap.ed.gov) > Help > Contact 
Information > Federal Student Aid 
Offices > School Participation Division 


Audit requirements & waiver 
HEA: Sec. 487(c) 

20 USC 1094 

34 CFR 668.23(a)(1) to (5) 

Waiver: 34 CFR 668.27 
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Independent CPA/auditor 

An independent certified public 
accountant or government auditor, 
except that a government auditor 
must meet the Government 
Auditing Standards qualification and 
independence standard, including 
standards related to organizational 
independence. 


Opportunity to send comments 
to Small Business Ombudsman 
The Small Business and Agriculture 
Regulatory Enforcement Ombudsman 
and 10 Regional Fairness Boards were 
established to receive comments from 
small businesses about federal agency 
enforcement actions. The Ombudsman 
annually will evaluate the enforcement 
activities and rate each agency's 
responsiveness to small business. If you 
wish to comment on the enforcement 
actions of the Department of Education, 
call 1-888-REG-Fair (1-888-734-3247). 


Fiscal year for 2016-2017 

For schools using a calendar year as 
their fiscal year, their most recently 
completed fiscal year is the one that 
ends on December 31, 2016. For 
those schools using the award year 
as their fiscal year, their most recently 
completed fiscal year will be the one 
that ends on June 30, 2017. 
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TIMING OF AUDIT SUBMISSIONS 
Simultaneous FSA audit submissions 

A school that has an audit performed under the Audit Guide for FSA 
schools must submit both the compliance audit and the audited financial 
statements within six months of the end of the school’s fiscal year. Both 
audits must be prepared by an independent public accountant in accordance 
with the Generally Accepted Accounting Principles (GAAP) and audited in 
accordance with the Generally Accepted Government Auditing Standards 
(GAGAS). The compliance audit and financial statement audit may be 
performed by different auditors. However, the audits must be submitted as 
one package. 


Both the compliance audit and the financial statement audit must be 
performed on a fiscal-year basis. In cases where the school’s fiscal year does 
not coincide with an award year, the school’s compliance audit will cover 
parts of two award years (see example). 


Example: school’s fiscal year # 
FSA award year 


July 1, 
2015 


June 30/July 1, 
2016 


2015-2016 award year 


June 30, 
2017 


2016-2017 award year 
School’s 2016 fiscal year 


Dec 
2016 calendar year 2016 


(period covered by audit) 


Submission dates for FSA audits 

A school’s or servicer’s annual compliance and financial statements 
audits performed under the Audit Guide must be based upon the fiscal year 
and submitted to the Department within six months after the end of the 
school’s or servicer’s fiscal year. (These requirements do not apply to audits 
performed under the Single Audit Act that are due as specified in OMB 
Circular A-133.) 


The chart on the next page lists audit due dates and the period the 
audit must cover. (The chart provides information for the most common 
institutional fiscal-year-end dates.) 


Generally, a school’s first audit performed under these requirements 
must cover the entire period of time since the school began to participate 
in the FSA programs. Each subsequent audit must cover the period since 
the end of the period covered by the preceding audit that is accepted by the 
Department. 
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ission 


Ey 

ov 
a 
jo) 
coma) 
a) 
<7 


School's 
fiscal year 
end date 


September 30, 
2016 


December 31, 
2016 


March 31, 
2017 


June 30, 
2017 


Both audits 
due 


March 31, 
2017 


June 30, 
2017 


September 30, 
2017 


December 31, 
2017 


Period audited 
(financial and 
compliance) 


October 1, 2015, through 
September 30, 2016 


January 1, 2016, through 
December 31, 2016 


April 1, 2016, through 
March 31, 2017 


July 1, 2016, through 
June 30, 2017 


Waivers of requirement for an annual FSA audit 

A school may request a waiver of the requirement for an annual audit 
for up to three years. A proprietary school must have disbursed less than 
$200,000 in each of the two most recently completed award years to be 
eligible for the waiver, and the school must also meet the other regulatory 
conditions in 34 CFR 668.27. A public or private nonprofit institution that 
expends less than $500,000 in federal funds in a fiscal year is exempt from 
filing compliance audits after the school gains initial eligibility. 


If a waiver is approved, at the end of the waiver period, the school must 
submit a compliance audit covering each individual fiscal year in the waiver 
period and a financial statement audit for the last year of the waiver period. 


This exception to the annual audit requirement may not be granted for 
the award year preceding a school’s required recertification. 


If the Department grants the waiver, the school does not have to submit 
its compliance or audited financial statement until six months after 


e the end of the third fiscal year following the fiscal year for which 
the school last submitted a compliance audit and audited financial 
statement, or 


e the end of the second fiscal year following the fiscal year for which 
the school last submitted compliance and financial statement audits 
if the award year in which the school will apply for recertification is 
part of the third fiscal year. 


A school’s waiver request may include the fiscal year in which that 
request is made, plus the next two fiscal years. 


A school remains liable for repaying any FSA funds it improperly 
expends during the waiver period. A compliance audit is the vehicle for 
discovering improper expenditures. Therefore, a school will be required to 
pay any liabilities when the school eventually submits a compliance audit for 
the fiscal years in which it made improper expenditures. 
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Audits required at end of waiver 
period 

The regulations do not waive the 
requirement that a school audit its 
administration of the FSA programs; 
they waive the requirement that these 
audits be submitted on an annual basis. 
Therefore, if a school is granted a waiver 
for three years, when the waiver period 
expires and the school must submit its 
next compliance audit, that audit must 
cover the school’s administration of 

the FSA programs since the end of the 
period covered by its last submitted 
compliance audit. 


The auditor for a proprietary school 
must audit, and attest to, the school’s 
annual 90/10 determination for each 
individual year in the waiver period (in 
accordance with 34 CFR 668.23(d)(4)). 


—EEE eee eee ee es 

Rescinding the waiver 

The Department rescinds a waiver if the 

school: 

+ — disburses $200,000 or more of FSA 
program funds for an award year; 

+ undergoes a change in ownership 
resulting in a change of control; or 
becomes the subject of an 
emergency action or a limitation 
suspension, fine, or termination 
action initiated by the Department 
or a guaranty agency. 
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Qualifying for waiver 


To qualify for a waiver, a school must demonstrate that it: 

+ is not a foreign school; 

+ disbursed less than $200,000 in FSA program funds during each of the two completed award 
years prior to the audit period; 

+ agrees to keep records relating to each award year in the unaudited period for two years 
after the end of the regular record retention period for the award year; 

+ has participated in the FSA programs under the same ownership for at least three award 
years preceding the school’s waiver request; 

- is financially responsible under the general requirements of financial responsibility and does 
not rely on the alternative standards and requirements of exceptions to participate in the 
FSA programs; 

+ is not receiving funds under the reimbursement or cash monitoring system of payment; 

+ has not been the subject of a limitation, suspension, fine, or termination proceeding, or 
emergency action initiated by the Department or a guaranty agency in the three years 
preceding the school’s waiver request; 

«has submitted its compliance audits and audited financial statements for the previous two 
fiscal years, and no individual audit disclosed liabilities in excess of $10,000; and 

+ submits a letter of credit in the amount as determined below, which must remain in effect 
until the Department has resolved the audit covering the award years subject to the waiver. 
For purposes of this section, the letter of credit amount is 10% of the total FSA program 
funds the school disbursed to or on behalf of its students during the award year preceding 
the school’s waiver request. 


Examples of effects of waivers 


Example 1: The school is still required to have its administration of the FSA programs audited 
for the waiver period. If a school is granted a waiver for three years, when the waiver period 
expires, the next audit must cover the school’s administration of the FSA programs since the 
end of the period covered by its last submitted compliance audit. For example, if a school’s 
fiscal year coincides with an award year (July 1-June 30) and it submits a compliance audit for 
its fiscal year that ends on June 30, 2016, and then receives a waiver, its next compliance audit 
is due six months after the end of its 2018-2019 fiscal year. When it submits that audit, it must 
cover the 2016-2017, 2017-2018, and 2018-2019 fiscal years. 


Example 2: If a school’s fiscal year ends June 30, 2016, and the school receives a waiver on 
May 1, 2016, that includes the 2016-2017, 2017-2018, and 2018-2019 fiscal years, the next 
compliance audit is due six months after the end of the school’s 2018-2019 fiscal year. 
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STANDARDS AND GUIDELINES FOR FSA AUDITS 
Audited financial statement requirement 

A school’s audited financial statement must cover the school’s most 
recently completed fiscal year. The Department uses the information in a 
school’s audited financial statement to evaluate the school’s status vis-a-vis 
the financial standards discussed in this chapter. In addition to a school’s 
audited financial statement, the Department may require that the school 
submit additional information. For example, the Department may require 
a school to submit or provide access to the auditor's work papers. Also, if 
the Department finds it necessary to evaluate a particular school’s financial 
condition, the Department can require a school to submit audited financial 
statements more frequently than once a year. 


FSA compliance audits 

Compliance audits must be conducted in accordance with the general 
standards and the standards for compliance audits contained in the U.S. 
General Accountability Office's (GAO’s) Government Auditing Standards. 
In addition, the auditor should use the following guidance, based on school 


type: 


e OMB Circular A-133 for public and private nonprofit schools 
audited under the Single Audit Act 


e the latest Audit Guide for the FSA programs (see sidebar) for for- 
profit schools, foreign schools, and third-party servicers 


In conducting an audit, the auditor may also find it useful to consult the 
accounting and record keeping guidance in the FSA Handbook and the G5 
Users Guide, as applicable. 


A school (or third-party servicer) may use the same independent auditor 
or auditing firm for its required nonfederal audit as the one that usually 
audits its fiscal transactions. To produce unbiased conclusions, the auditor 
must be independent of those authorizing the expenditure of FSA funds. 


The Department may require a school to provide a copy of its 
compliance audit report to guaranty agencies, lenders, state agencies, other 
federal agencies, or accrediting agencies. 


Single Audit Act (A-133 audit) guidelines 

Nonprofit and public schools are required to have audits performed 
under the guidelines of the Single Audit Act. (These audits are also known as 
“A-133 audits” because the audit guidelines are established in OMB Circular 
A-133). A-133 audits satisfy the Department’s audit requirements. 


A-133 audits have distinct auditing and submission requirements and 
must be submitted to the Federal Audit Clearinghouse. (A copy of the audit 
must also be submitted to the Department through the eZ-Audit website.) A 
school submitting an audit under the guidelines of the Single Audit Act must 
use the submission deadlines established by the Single Audit Act. 
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Audit guide (for FSA programs) 
The official title of the Inspector 
General's audit guide for the FSA 
programs is Audits of Federal Student 
Financial Assistance Programs at 
Participating Institutions and Institution 
Servicers. 


The audit guide is available on the 
IFAP website (ifap.ed.gov) under 
“Publications.” 


The G5 Users Guide is available at 
(www.g5.gov/). 


Financial statements, accrual 
basis, and GAAP standards 
Financial statements must be prepared 
on an accrual basis in accordance 
with generally accepted accounting 
principles (GAAP) and audited by an 
independent auditor in accordance 
with GAGAS and other guidance 
contained in OMB Circular A-133, or in 
the Department's Audit Guide (for FSA 
school audits). 


Circular A-133 and the Single 
Audit Act 

Office of Management and Budget 
(OMB) Circular A-133 was issued 
pursuant to the Single Audit Act 

of 1984. The Single Audit Act was 
amended in 1996—the current 
requirements are found in Chapter 75 of 
title 31, U.S. Code. 


Circular A-133 is titled “Audits of States, 
Local Governments, and Nonprofit 
Organizations “ and is applicable to 
nonprofit postsecondary schools, states, 
local governments, and Indian tribal 
governments. For many schools, this 

is a combined audit of all the federal 
programs at that school. OMB circular 
A-133 is available through the OMB 
homepage at (www.whitehouse.gov/ 
omb/circulars/index.html). 
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Submitting A-133 audits 

The Form SF-SAC and the Single Audit 
Reporting packages for fiscal periods 
ending on or after January 1, 2008, must 
be submitted online to the Federal 
Audit Clearinghouse. 
(http://harvester.census.gov/sac/) 


Annual financial statement 
Section 487(c) of the HEA provides that 
all schools participating in the Federal 
Student Aid programs must submit 
annual financial statements to the 
Department. This applies to all schools, 
including nonprofit schools that are 
otherwise exempt from submitting 
annual audited financial statements 
under the A-133 standards. 


Exemptions 

A school that expends less than $500,000 of federal funds during a fiscal 
year is exempt from submitting an annual A-133 audit. However, a school 
that spends less than $500,000 in all federal funds is still required to submit 
a financial statement to the Department within six months after the close of 
its fiscal year. The financial statement does not have to be audited by a CPA 
and may be created as compiled or reviewed statements. If the school has 
prepared a set of audited financial statements for its own use or for another 
entity, the school must submit those audited financial statements to the 
Department no later than six months after the end of the institution’s fiscal 
year. 


Circular A-133 permits the submission of program-specific audits if 
an entity expends funds in only one federal program and the program’s 
regulations do not require a financial statement audit. The FSA program 
regulations require a financial statement audit. Therefore, a school may not 
submit a program-specific audit to satisfy the Department’s audit submission 
requirements. 


Circular A-133 also now allows an independent auditor to use 
professional judgment to determine whether certain federal programs must 
be included in the scope of an audit. An independent auditor can exclude 
certain program components, such as FSA program funds, if they fall below a 
predetermined dollar and risk threshold. 


The independent auditor must make an annual assessment of the dollar 
and risk conditions and determine whether such exclusions are appropriate 
and whether any FSA programs must be included within the scope of 
the audit. You can find additional information on this topic in the latest 
Compliance Supplement to Circular A-133. 


FSA consolidated statements 

In some cases, a school’s relationship with another entity may cause the 
Department to require a school to submit additional financial statements 
both of the school and the entity, such as audited consolidated financial 
statements; audited full consolidated financial statements; audited combined 
financial statements; or, under certain circumstances, audited financial 
statements of one or more related parties. This occurs when the Department 
determines that the activities or financial health of another entity may impact 
the school’s total financial health. So that the Department can make this 
determination, a school must include in its audited financial statements a 
detailed description of related entities based on the definition of a related 
entity in the Statement of Financial Accounting Standards No. 57. In addition, 
the description must include all related parties and a level of detail that would 
enable the Department to easily identify them. This information may include 
but is not limited to the name, location, and description of the related entity, 
including the nature and amount of any transaction between the entity and 
the school, financial or otherwise, regardless of when it occurred. 
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90/10 REVENUE TEST 

A proprietary school must disclose the percentage of its revenues derived 
from the FSA programs that the school received during the fiscal year 
covered by the audit as a footnote to its audited financial statements. The 
school must also report in the footnote the dollar amount of the numerator 
and denominator of its 90/10 ratio as well as the individual revenue amounts 
identified in section 2 of appendix C to subpart B of part 668 (see sidebar). 


A school that converts from a for-profit to a nonprofit status must 
report its compliance with the 90/10 revenue test for the first year after its 
conversion. A school changing from for-profit to nonprofit must continue to 
file this report for the first year of its nonprofit status. 


To be eligible for FSA participation, a proprietary school must derive at 
least 10% of its revenues for each fiscal year from sources other than the FSA 
programs, or be subject to sanctions. The calculation of this percentage and 
the funds included must be arrived at using the cash basis of accounting. A 
school must determine its revenue percentages using the formula described 
on the following pages each fiscal year. 


Proprietary schools have 45 days after their most recent fiscal year has 
ended to report to the Department if they did not satisfy the 90/10 Rule for 
that period. 


¢ Ifa-school fails to satisfy the 90/10 rule for any fiscal year, it 
becomes provisionally certified for up to two fiscal years after the 
fiscal year it failed to satisfy the revenue requirement. (Among 
other factors, the provisional certification is limited by the expiration 
date of the school’s program participation agreement.) 


¢ Ifaschool fails to satisfy the 90/10 rule for two consecutive fiscal 
years, it loses its eligibility to participate in the FSA programs for at 
least two fiscal years. 


If the school loses eligibility, it must immediately stop awarding FSA 
funds and follow the closeout procedures described in Chapter 8. 


AUDIT AND AUDIT REVIEW PROCESS 
Having the audit performed 

The school or servicer must make its program and fiscal records, 
as well as individual student records, available to the auditor. (Required 
recordkeeping is discussed in Chapter 7.) Both the financial aid and business 
offices should be aware of the dates the auditors will be at the school, and 
make sure that someone is on hand to provide requested documents and 
answer questions during that period. 


At the end of the on-site review, the auditor conducts an exit interview. 
At a school, this exit interview is usually conducted with the personnel from 
the school’s financial aid and other relevant offices. The exit interview is not 
only an opportunity for the auditor to suggest improvements in procedures, 
but it also gives the school or servicer a chance to discuss the draft report and 
review any discrepancies cited in the report. The exit interview is a good time 
to resolve any disagreements before the final report is prepared. 
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90/10 Rule 

Guidance on footnote disclosures can 
be found in the FSA Audit Guide, in 34 
CFR 668.23(d)(4), and in appropriate 
accounting references. 

See DCL GEN-08-12 for changes made 
by the Higher Education Opportunity Act 
of 2008 (section 493), moving 90/10 rule 
to the Program Participation Agreement 
(from the definition of a proprietary 
institution of higher education). 

Earlier guidance on 90/10 and 
institutional loans and scholarships can 
be found in Dear Partner Letter GEN-99- 
33 and Dear CPA Letters CPA-99-01 and 
CPA-99-02. 

HEA section 487 

34 CFR 668.14(b)(16) 

34 CFR 668.28 


Notifying ED—90/10 

A school must send notice of its 

failure to satisfy the 90/10 Rule to the 
Department by U.S. mail or commercial 
overnight to the following address: 


U.S. Department of Education, 
Federal Student Aid 

School Eligibility Service Group 
830 First Street, NE 
Washington, DC 20202-5403 


General e-mail: Caseteams@ed.gov 
Contact phone numbers for the teams 
are provided at (www.eligcert.ed.gov/). 


Information about eZ-audit 
Website: (www.ezaudit.ed.gov) 
E-mail contact: fsaezaudit@ed.gov 
eZ-Audit Help Desk: 1-877-263-0780 
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Counting revenues for the 90/10 rule 


Section 668.28(a) of the Student Assistance General Provisions provides the following explanation of how to count revenue from 
FSA vs. non-FSA sources: See Appendix C of Subpart B of the Student Assistance General Provisions for calculation procedures. 


(3) Revenue generated from programs and activities. 
The institution must consider as revenue only those funds it 
generates from— 


(i) Tuition, fees, and other institutional charges for students 
enrolled in eligible programs as defined in §668.8; 
(ii) Activities conducted by the institution that are necessary 
for the education and training of its students provided those 
activities are— 
(A) Conducted on campus or at a facility under the 
institution’s control; 
(B) Performed under the supervision of a member of the 
institution's faculty; and 
(C) Required to be performed by all students in a specific 
educational program at the institution; and 
(iii) Funds paid by a student, or on behalf of a student by a 
party other than the institution, for an education or training 
program that is not eligible under §668.8 if the program— 
(A) Is approved or licensed by the appropriate state agency; 


(B) Is accredited by an accrediting agency recognized by the 


Secretary under 34 CFR part 602; 


(C) Provides an industry-recognized credential or 
certification, or prepares students to take an examination 
for an industry-recognized credential or certification issued 
by an independent third party; 

(D) Provides training needed for students to maintain state 
licensing requirements; or 


(E) Provides training needed for students to meet 
additional licensing requirements for specialized training 
for practitioners that already meet the general licensing 
requirements in that field. 


(4) Application of funds. 


The institution must presume that any Title lV, HEA program 
funds it disburses, or delivers, to or on behalf of a student 

will be used to pay the student's tuition, fees, or institutional 
charges, regardless of whether the institution credits the funds 
to the student's account or pays the funds directly to the 
student, except to the extent that the student's tuition, fees, or 
other charges are satisfied by— 


(i) Grant funds provided by non-federal public agencies or 
private sources independent of the institution; 


(ii) Funds provided under a contractual arrangement with a 
federal, state, or local government agency for the purpose of 
providing job training to low-income individuals who need 
that training; 

(iii) Funds used by a student from a savings plan for 
educational expenses established by or on behalf of the 
student if the saving plan qualifies for special tax treatment 
under the Internal Revenue Code of 1986; or 


(iv) Institutional scholarships that meet the requirements in 
paragraph (a)(5)(iv) of this section. 
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(5) Revenue generated from institutional aid. 


The institution must include the following institutional aid as 
revenue: 


(i) For loans made to students and credited in full to the 
students’ accounts at the institution on or after July 1, 2008, 
and prior to July 1, 2012, include as revenue the net present 
value of the loans made to students during the fiscal year, as 
calculated under paragraph (b) of this section, if the loans— 


(A) Are bona fide as evidenced by standalone repayment 
agreements between the students and the institution that 
are enforceable promissory notes; 


(B) Are issued at intervals related to the institution's 
enrollment periods; 


(C) Are subject to regular loan repayments and collections 
by the institution; and 

(D) Are separate from the enrollment contracts signed by 
the students. 


[For rules on calculating the net present value of these loans, 
see 34 CFR 668.28(b) and Appendix C to Subpart B.] 


(ii) For loans made to students before July 1, 2008, include as 
revenue only the amount of payments made on those loans 
that the institution received during the fiscal year. 


(iii) For loans made to students on or after July 1, 2012, 
include as revenue only the amount of payments made on 
those loans that the institution received during the fiscal year. 


(iv) For scholarships provided by the institution in the form of 
monetary aid or tuition discount and based on the academic 
achievement or financial need of its students, include as 
revenue the amount disbursed to students during the fiscal 
year. The scholarships must be disbursed from an established 
restricted account and only to the extent that the funds in 
that account represent designated funds from an outside 
source or income earned on those funds. 


(7) Funds excluded from revenues. 
For the fiscal year, the institution does not include— 


(i) The amount of Federal Work-Study (FWS) wages paid 
directly to the student. However, if the institution credits the 
student's account with FWS funds, those funds are included 
as revenue; 


(ii) The amount of funds received by the institution from a 
state under the LEAP, SLEAP, or GAP programs; 


(iii) The amount of institutional funds used to match Title IV, 
HEA program funds; 


(iv) The amount of Title IV, HEA program funds refunded 

or returned under §668.22. If any funds from the loan 
disbursement used in the return calculation under §668.22 
were counted as non-title IV revenue under paragraph (a) 

(6) of this section, the amount of Title IV, HEA program funds 
refunded or returned under 8668.22 is considered to consist 
of pre-ECASLA loan amounts and loan amounts in excess of 
the loan limits prior to ECASLA in the same proportion to the 
loan disbursement; or 
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(v) The amount the student is charged for books, supplies, 
and equipment unless the institution includes that amount as 
tuition, fees, or other institutional charges. 


Other 90/10 guidance 


Cash basis of accounting 

Except for institutional loans made to students under 34 CFR 
668.28(a)(5)(i), a proprietary school must use the cash basis of 
accounting in calculating its revenue percentage under the 
90/10 Rule. Under the cash basis of accounting, revenue is 
recognized when received rather than when it is earned. 


Revenue 

For the purpose of calculating the qualifying percentages 
under the 90/10 Rule, revenue is an inflow or other 
enhancement of assets to an entity, or a reduction of its 
liabilities resulting from the delivery or production of goods or 
services. A school may recognize revenue only when the school 
receives cash, i.e., when there is an inflow of cash. As a result, in 
order for a school to recognize revenue under the cash basis of 
accounting, that revenue must represent cash received from a 
source outside the institution. 


Tuition waivers 

Institutional grants in the form of tuition waivers do not count 
as revenue because no new revenue is generated. Similarly, 
internal transfers of cash among accounts are not considered 
revenue because they are not an inflow of cash to the 

school. Institutional scholarships are not revenues generated 
by the school unless they are donated by an unrelated or 
outside party. An exception is permitted for schools to use 
donations from a related party to create restricted accounts for 
institutional scholarships, but only the amount earned on the 
restricted account and used for scholarships would count as 
revenue in the denominator of the calculation. 


Funds held as credit balances in institutional accounts cannot 
be counted in the 90/10 formula. However, once funds held as 
credit balances are used to satisfy institutional charges, they 
would be counted in both the numerator and the denominator 
of the formula. 
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Revenues from loans 

When a school makes a loan to a student, it does not receive 
cash from an outside source. Accordingly, cash revenue from 
institutional loans is recognized only when those loans are 
repaid, because that is when there is an inflow of cash from an 
outside source. Loan proceeds from institutional loans that were 
disbursed to students may not be counted in the denominator 
of the fraction, because these proceeds neither generate nor 
represent actual inflows of cash. The school may include only 
loan repayments it received during the appropriate fiscal year for 
previously disbursed institutional loans. 

Loans made by a private lender that are in any manner 
guaranteed by the school are known as recourse loans. 

The proceeds from recourse loans may be included in the 
denominator of an institution's 90/10 calculation for the fiscal 
year in which the revenues were received, provided that the 
institution's reported revenues are also reduced by the amount 
of recourse loan payments made to recourse loan holders during 
that fiscal year. Note that recourse loan payments may be for 
recourse loans that were made in a prior fiscal year. Under the 
cash basis of accounting, the reductions to total revenues in the 
denominator of the 90/10 calculation are reported in the fiscal 
year when the payments are made. 


The nonrecourse portion of a partial recourse loan may be 
included in a 90/10 calculation. In order to include a partial 
recourse loan in a 90/10 calculation, the contract must identify 
the percentage of the sale that is nonrecourse; only that 
percentage may be included. Furthermore, no after-the-fact 
adjustments may be provided for. Revenue generated from the 
sale of nonrecourse institutional loans to an unrelated third party 
may be counted as revenue in the denominator of the 90/10 
calculation to the extent that the revenues represent actual 
proceeds from the sale. 


The sale of institutional loan receivables is distinguishable from 
the sale of a school’s other assets because receivables from 
institutional loans are produced by transactions that generate 
tuition revenue. Tuition revenue represents income from the 
major service provided by a school. That would not be true in the 
case of the sale of other school assets. 
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Use of eZ-Audit required 
Schools are required to submit their 
compliance audits, audited financial 
statements, and letters confirming 
their status as public schools through 
the Department's eZ-Audit Electronic 
Financial Reporting System. 

This requirement applies to any 
compliance audits or financial 
statements required under 34 CFR 
600.20(a) or (b) to begin or continue 
participating in the FSA programs, any 
financial statements required due to 
a change in ownership resulting in a 
change in control as provided under 34 
CFR 600.20(g), any compliance audits 
and financial statements required 
annually under 34 CFR 668.23, and 
any compliance audits and financial 
statements required when a school 
ceases to participate in the FSA 
programs as provided under 34 CFR 
668.26(b). 


Cooperation with audit and 
review process 

Throughout the audit process, and for 
other examinations such as program 
reviews and state reviews, the school 
or servicer is required to cooperate 
fully with its independent auditor, the 
Department and its Inspector General, 
the Comptroller General of the United 
States, its accrediting agency, and the 
appropriate guaranty agency. 


Third-party servicers 

Guidance for audits of third-party 
servicers is found in the January 2000 
Department of Education's “Audit 
Guide, Audits of Federal Student Aid 
Programs at Participating Institutions 
and Institution Servicers.” 

34 CFR 668.23(a)(3) and (c) 

34 CFR 668.23(d)(4) 
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The final report is prepared by the auditor and submitted to the school or 
servicer. 


Review of FSA audit submissions 
The Department reviews the audit report for format and completeness 
and to ensure that it complies with the government’s auditing standards. 


We will use the general information to make an initial determination of 
whether the audits are materially complete and conducted in accordance with 
applicable accounting standards. Based on the financial data, we will also 
make a preliminary determination as to whether your school is financially 
responsible with respect to the financial responsibility ratios, or in the case of 
a change in ownership resulting in a change in control, whether the school 
satisfies the financial ratio requirements (discussed later in this chapter). 
Later, the Department will review submissions to determine whether the 
school must provide additional information or ED should take further action. 


Based on the audit findings and the school’s or servicer’s written 
explanation, the Department will determine if any funds were spent 
improperly. Unless the school or servicer has properly appealed the decision, 
the school or servicer must repay any improperly spent funds within 45 days. 


Access to records 

Once the audit is complete, the school or servicer must give the 
Department and the OIG access to all records and documents needed to 
review the audit. A school that uses a third-party servicer must give the 
Department and the OIG access to all records and documents needed to 
review a third-party servicer’s compliance or financial statement audit. In 
addition, the school’s or servicer’s contract with the auditor must specify that 
the auditor will give the Department and the OIG access to the records and 
documents related to the audit, including work papers. Cooperation includes 
providing timely and reasonable access to records (including computer 
records) for examination and copying and to personnel for the purpose of 
obtaining relevant information. 


AUDITS FOR THIRD-PARTY SERVICERS 

Audit requirements also apply to third-party servicers. If a servicer 
contracts with several FSA schools, a single compliance audit can be 
performed that covers its administrative services for all schools. If a servicer 
contracts with only one FSA school and that school’s own audit sufficiently 
covers the functions performed by the servicer, the servicer does not have 
to submit a compliance audit. A servicer must submit its compliance 
audit within six months after the last day of the servicer’s fiscal year. The 
Department may require a servicer to provide a copy of its compliance 
audit report to guaranty agencies, lenders, state agencies, the Department of 
Veterans Affairs, or accrediting agencies. 


In addition to submitting a compliance audit, a servicer that enters into 
a contract with a lender or guaranty agency to administer any aspect of 
the lender’s or guaranty agency’s programs must submit annually audited 
financial statements. The financial statements must be prepared on an accrual 
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eZ-Audit 
The eZ-Audit website provides a paperless single point of submission for financial statements and audits (i.e., 


compliance reports). eZ-Audit provides automatic error checking as you enter the data and before submission. In 
addition, it gives you instant acknowledgment of receipt. 


All schools that participate in the FSA programs must use eZ-Audit to submit financial statements and 
compliance audits (including copies of the A-133 reports that nonprofit and public institutions file with the 
Federal Audit Clearinghouse). 


Nonprofit and public institutions are still required to submit their A-133 audits in writing to the federal clearinghouse. 


The eZ-Audit process 

To access the eZ-Audit website, you must be a registered user. Each school must select an eZ-Audit institution 
administrator who will be responsible for managing your school’s access to the eZ-Audit website. This institution 
administrator will receive the user name and password necessary for your school’s access and will be responsible 
for granting access to others you name as additional users. 


Each registered user must sign and retain the eZ-Audit rules of behavior. For registration instructions and to 


download the rules of behavior, please visit (www.ezaudit.ed.gov). 


Once you have obtained your school ID, you will access the appropriate page on the audit website 


and 


1. enter general information about your school’s compliance audit and financial statement, 
2. enter specific financial data directly from the audited financial statement, and 


3. attach authentic electronic copies of the audit originals. 


After you have entered the required information, you must attach a copy of the audit prepared and signed by 
the independent auditor. The copy must be in a non-editable, portable document format (PDF) created using 


Adobe Acrobat version 5.0 or higher. 


basis in accordance with GAAP and audited by an independent auditor in 
accordance with GAGAS and any other guidance contained in audit guides 
issued by the Department’s Office of the Inspector General. 


If the Department determines that, based on audit findings and 
responses, a third-party servicer owes a liability for its administration of 
the FSA programs, the servicer must notify each school with which it has a 
contract of the liability. Generally, unless they submit an appeal, schools and 
servicers owing liabilities must repay those liabilities within 45 days of being 
notified by the Department. 


As noted earlier, a school may never use a third-party servicer’s audit 
in place of its own required audit because the school is ultimately liable for 
its own violations as well as those incurred by its third-party servicers. (See 
Chapter 3 for more information on third-party servicers.) 
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Failure to submit audits 

The Department is aware that some 
third-party servicers have told schools 
not to report them as servicers, creating 
confusion about who should be 
reported. Also, some servicers have not 
filed annual compliance audits because 
they incorrectly determined that they 
don’t meet the regulatory definition of 
a third-party servicer or because of the 
omission of specific audit procedures in 
the OIG Audit Guide for some services 
or functions performed on behalf 

of colleges. See DCL GEN-15-01 for 
clarification of the third-party servicer 
requirements in the regulations. 
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Financial responsibility 
Sec. 498(c) of the Higher Education Act 
34 CFR 668 Subpart L 


DEMONSTRATING FINANCIAL RESPONSIBILITY 

To participate in the FSA programs, a school must demonstrate that it 
is financially responsible. To provide the Department with the information 
necessary to evaluate a school’s financial responsibility, schools are required 
to submit financial information to the Department every year. A school 
must provide this financial information in the form of an audited financial 
statement as part of a combined submission that also includes the school’s 
compliance audit. For-profit schools have six months from the end of the 
schools’ fiscal year to provide the combined submission; other schools have 
nine months. 


What follows is an overview of the financial responsibility standards. 
Schools should refer to Subpart L of the Student Assistance General 
Provisions for complete information. 


The Department determines whether a school is financially responsible 
based on the school’s ability to provide the services described in its official 
publications and statements, properly administer the FSA programs in 
which the school participates, and meet all of its financial obligations. 


The financial responsibility standards can be divided into two categories: 
(1) general standards, which are the basic standards used to evaluate a 
school’s financial health, and (2) performance and affiliation standards, 
which are standards used to evaluate a school’s past performance and to 
evaluate individuals affiliated with the school. 


Financial reponsibility for public schools 

A public school is financially responsible if its debts and liabilities are 
backed by the full faith and credit of the state or another government entity. 
The Department considers a public school to have that backing if the school 
notifies the Department that it is designated as a public school by the state, 
local, or municipal government entity, tribal authority, or other government 
entity that has the legal authority to make that designation. The school must 
also provide the Department with a letter from an official of the appropriate 
government entity confirming the school’s status as a public school. A letter 
from a government entity may include a confirmation of public school status 
for more than one school under that government’s purview. The letter is a 
one-time submission and should be submitted as a separate document. 


Public schools also must meet the past performance and affiliation 
standards discussed later and must submit financial statements prepared 
in accordance with generally accepted accounting principles (GAAP) and 
prepared on the accrual basis. 


Financial responsibility for proprietary or 
private nonprofit schools 

A proprietary or private nonprofit school is financially responsible if the 
Department determines that 


e the school has a composite score of at least 1.5; 


e the school has sufficient cash reserves to make the required refunds, 
including the return of Title IV funds (these requirements are 
known as the refund reserve standards); 


a ee) FSA HB June 2016 


2-70 


Glossary/Acronyms CFR DCL 


Chapter 4—Audits, Standards, Limitations, & Cohort Default Rates 


e the school is meeting all of its financial obligations, including making 


required refunds, including the return of Title IV funds and making 
repayments to cover FSA program debts and liabilities; and 


e the school is current in its debt payments. 


These requirements are discussed in more detail in the next section. 


Even if a school meets all of the general requirements, the Department 
does not consider the school to be financially responsible if— 


e in the school’s audited financial statement the opinion expressed 
by the auditor was adverse, qualified, or disclaimed, or the auditor 
expressed doubt about the continued existence of the school as a 
going concern (unless the Department determines that a qualified 
or disclaimed opinion does not have a significant bearing on the 
school’s financial condition), or 


e _ the school violated one of the past performance requirements 
discussed later in this chapter. 


STANDARDS FOR FINANCIAL RESPONSIBILITY 
Composite score 

The composite score standard combines different measures of 
fundamental elements of financial health to yield a single measure of a 
school’s overall financial health. This method allows financial strength in one 
area to make up for financial weakness in another area and gives an equitable 
measure of the financial health of schools of different sizes. 


The composite score methodology takes into account the differences 
between proprietary schools and private nonprofit schools. The variance 
takes into account the accounting differences between these sectors of 
postsecondary schools. However, the basic steps used to arrive at the 
composite score are the same. These steps are described later in this section. 


Refund reserve standards 

One of the standards that a school must satisfy to be considered 
financially responsible is that it must have sufficient cash reserves to return 
FSA funds when a student withdraws. A school is considered to have 
sufficient cash reserves if it 


e _ is located in a state that has an ED-approved tuition recovery fund 
and the school contributes to that fund, or 


¢ for its two most recently completed fiscal years, the school made all 
required returns in a timely manner (see Volume 5, Chapter 2 for 
more information on returns, including timely payment). 


Returning funds in a timely manner 

Unearned funds must be returned no later than 45 days after the date 
of the school’s determination that the student withdrew. ED considers the 
school to have returned funds, depending upon the method it uses to return 
them. Specifically, the regulations provide that a school has returned funds 
when it has 
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Change in ownership 

When a change in ownership occurs, 
the Department applies the standards 
in 34 CFR 668.15. 


Financial responsibility 
Treatment of long-term debt 

DCL GEN 03-08, July 2003 

34 CFR 668, Subpart L, Appendices A 
and B 

Ratios 

34 CFR 668.172 

Refund reserve standards 

34 CFR 668.173 

Returning funds in a timely manner 
34 CFR 668.22 


Tuition recovery funds 

When a state submits a tuition recovery 

fund for approval by the Department, 

the Department will consider the extent 
to which the recovery fund: 

+ provides returns to both in-state 
and out-of-state students; 
complies with FSA requirements 
for the order of return of funds to 
sources of assistance; and 
is replenished if any claims arise 
that deplete the fund. 
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Additional information on 
composite scores 

For complete information on the 
calculation of the composite score, 
schools should refer to Appendices 
A and B of Subpart L in the General 
Provisions regulations. 


The Department issued guidance 
on the treatment of long-term and 
other debt in calculating these 
ratios in DCL GEN-01-02, which 
was subsequently replaced by 
DCL GEN-03-08. 


Deposit to operating account or 
separate federal bank account 

A school that maintains a separate 
federal bank account must deposit 

to that account, or transfer from 

its operating account to its federal 
account, the amount of unearned 
program funds, as determined under 
the Return of Title IV funds regulations. 
The date the school makes that deposit 
or transfer is the date used to determine 
whether the school returned the funds 
within the 45-day time frame permitted 
in the regulations. 


Unless the Department requires a 
school to use a separate account, the 
school may use its operating account 
for FSA purposes. In this case the 
school must designate that account as 
its federal bank account and have an 
auditable system of records showing 
that the funds have been allocated 
properly and returned in a timely 
manner. If there is no clear audit trail, 
the Department can require the school 
to begin maintaining FSA funds ina 
separate bank account. 


See the sections on accounting for 
funds and depository accounts in 


Chapter 1 of Volume 4. 


34 CFR 668.163(a) 
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¢ deposited or transferred the funds into the bank account it maintains 
for federal funds (see sidebar) no later than 45 days after the date it 
determines that the student withdrew, 


e initiated an electronic funds transfer (EFT) no later than 45 days 
after the date it determines that the student withdrew, or 


e issued a check no later than 45 days (as supported by the school’s 
records) after the date it determines that the student withdrew. 


If a check is used to return unearned funds, the Department requires 
that the check be endorsed by ED no later than 60 days after the school’s 
determination that a student withdrew to be considered a timely return. 


Compliance thresholds for timely return of funds 

The Department provides for a small margin of error in determining that 
a school has paid all required refunds and returns on time. The Department 
considers a school to have paid returns in a timely manner if— 


e there is less than a 5% error rate in a sample of returns (composed 
of students for whom the school was required to return unearned 
funds) examined in a compliance audit, an audit conducted by 
the Office of the Inspector General (OIG), or a program review 
conducted by the Department or guaranty agency, or 


e there are no more than two late returns in the sample (regardless of 
the number or percentage of late returns in the sample). 


In addition, if the reviewer or auditor finds a material weakness or 
reportable condition in the school’s report on internal controls relating to the 
return of unearned Title IV aid, the Department considers the school to have 
not paid returns in a timely manner. 


Letter of credit required when funds are not returned in a 
timely manner 

Public schools and schools covered by a state tuition recovery fund that 
has been approved by the Department are not subject to the letter of credit 
requirements. If any other school exceeds the compliance thresholds in either 
of its two most recently completed fiscal years, the school must submit an 
irrevocable letter of credit acceptable and payable to the Department. The 
letter of credit must be equal to 25% of the returns the school made or should 
have made during its most recently completed fiscal year. 


A school that is required to submit a letter of credit must do so no later 
than 30 days after the earlier of the date that: 


e the school is required to submit its compliance audit; 


e the OIG issues a final audit report; 


e the designated department official issues a final program review 
determination; 


e the Department issues a preliminary program review report or 
draft audit report, or a guaranty agency issues a preliminary report 
showing that the school did not return unearned funds for more 
than 10% of the sampled students; or 
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e ED sends a written notice to the school requesting the letter of credit 
that explains why the school has failed to return unearned funds in a 
timely manner. 


If the finding in the preliminary report is that the school did not return 
unearned funds in a timely manner for 10% or fewer of the sampled students, 
a school would generally be required to submit the letter of credit only if the 
final report shows that the school did not return unearned funds in a timely 
manner for 5% or more of all the students in the sample. If the final report 
indicates that a letter of credit is required, the school would have to submit it 
no later than 30 days after the final report is issued. 


Exceptions to the letter of credit requirement 

A school is not required to submit a letter of credit of less than $5,000. 
However, to meet the reserve requirement, such a school would need to 
demonstrate that it has available at all times cash reserves of at least $5,000 to 
make required returns. 


In addition, a school may delay submitting a letter of credit while it asks 
for reconsideration of a finding that it failed to return unearned FSA funds 
in a timely manner. A school may request that the Department reconsider its 
finding if the school submits documents showing that 


e the unearned FSA funds were not returned in a timely manner 
solely because of exceptional circumstances beyond the school’s 
control and that the school would not have exceeded the applicable 
threshold had it not been for the exceptional circumstances; or 


¢ — it did not fail to make timely returns. 


A school that submits an appeal, together with all required supporting 
documents, by the date the letter of credit would be due is not required to 
submit a letter of credit unless the Department notifies the school that its 
request has been denied. 


Current in debt payments 
A school is not current in its debt payments if 


¢ it is in violation of any existing loan agreement at its fiscal year end, 
as disclosed in a note to its audited financial statements or audit 
opinion, or 


e it fails to make a payment in accordance with existing debt 
obligations for more than 120 days, and at least one creditor has filed 
suit to recover funds under those obligations. 
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Return of Title IV funds 

The requirements for return of Title IV 
funds for students who withdraw from 
the educational program are described 
in Volume 5. 


Making new awards with 
returned funds 

After a school has returned unearned 
funds to its federal account, provided 
those funds were originally received 
from the Department or from an FFEL 
lender under a process that allows 
the school to reuse the unearned 
funds, the school can use the funds to 
make disbursements to other eligible 
students. 


Address for Letters of Credit 
Letters of credit are submitted to: 


Director 

Performance Improvement & 
Procedures 

U.S. Department of Education 
Federal Student Aid 

830 First Street, NE 

UCP-3, MS 5435 

Washington, DC 20002-8019 
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Calculating a composite score 


The first step in calculating a school’s composite score 
is to determine the school’s primary reserve, equity, 
and net income ratios by using information from the 
school’s audited financial statement. These ratios take 


into account the total financial resources of the school. 


The Primary Reserve Ratio represents a measure of 
a school's viability and liquidity. The Equity Ratio 
represents a measure of a school’s capital resources 
and its ability to borrow. The Net Income Ratio 
represents a measure of a school’s profitability. 


Upon review, some items from a school’s audited 
financial statement may be excluded from the 


calculation of the ratios. For example, the Department 


may exclude the effects of questionable accounting 
treatments, such as excessive capitalization of 
marketing costs, from the ratio calculations. (See the 
regulatory exclusions below.) 


All long-term debt obtained for the school’s purposes 
may be included for purposes of the Primary Reserve 
Ratio calculation. However, it is important to note 
that the overall level of debt obtained for long-term 


purposes that can be included in the numerator of the 
Primary Reserve Ratio is limited under the regulations. 


It cannot exceed the amount of the school’s net 
property, plant, and equipment. 


A strength factor score is then calculated for each 
ratio using equations established by the Department. 
A strength factor score reflects a school’s relative 
strength or weakness in a fundamental element 


Exclusions 


Excluded items. In calculating an institution’s ratios, 
the Secretary— 


(1) Generally excludes extraordinary gains or losses, 
income or losses from discontinued operations, 
prior period adjustments, the cumulative effect of 
changes in accounting principles, and the effect of 
changes in accounting estimates; 


(2) May include or exclude the effects of questionable 
accounting treatments, such as excessive 
capitalization of marketing costs; 


(3) Excludes all unsecured or uncollateralized related- 
party receivables; 


(4) Excludes all intangible assets defined as intangible 
in accordance with generally accepted accounting 
principles; and 


of financial health, as measured by the ratios. 
Specifically, the strength factor scores reflect the 
extent to which a school has the financial resources 
to: 1) replace existing technology with newer 
technology; 2) replace physical capital that wears 
out over time; 3) recruit, retain, and retrain faculty 
and staff (human capital); and 4) develop new 
programs. 


A weighting percentage is applied to each strength 
factor score to obtain a weighted score for each 
ratio. The weighting percentages reflect the relative 
importance that each fundamental element has for 
a school in a particular sector (proprietary or private 
nonprofit). 


The sum of the weighted scores equals the school’s 
composite score. Because the weighted scores 
reflect the strengths and weaknesses represented 
by the ratios and take into account the importance 
of those strengths and weaknesses, a strength in 
the weighted score of one ratio may compensate for 
a weakness in the weighted score of another ratio. 


Once a composite score is calculated, it is measured 
along a common scale from negative 1.0 to positive 
3.0 as indicated in the diagram on page 75. This 
scale reflects the probability a school will be able 
to continue operations and meet its obligations to 
students and the Department. 


(5) Excludes from the ratio calculations federal 
funds provided to an institution by the Secretary 
under program authorized by the HEA only if— 


(i) In the notes to the institution's audited 
financial statement, or as a separate 
attestation, the auditor discloses by name 
and Catalog of Federal Domestic Assistance 
(CFDA) number the amount of HEA program 
funds reported as expenses in the Statement 
of Activities for the fiscal year covered by that 
audit or attestation; and 


(ii) The institution’s composite score, as 
determined by the Secretary, is less than 1.5 
before the reported expenses arising from 
those HEA funds are excluded from the ratio 
calculations. 


34 CFR 172(c) 
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Composite score scale 


1.5 to 3.0 Financially responsible without further oversight. 


1.0to 1.4 In the“Zone.’The school is considered financially 
responsible, but additional oversight is required. 


-1.0 to 0.9 Not financially responsible. The school must submit a letter 
of credit of at least 50% of its FSA funding. The school may 
be permitted to participate under provisional certification 
with a smaller letter of credit—with a minimum of 10% of its 
FSA funding and additional oversight. 


Example: Calculation of a composite score 
for a proprietary institution* 


Calculation of Ratios 

Primary Reserve = Adustedequity = _ $760,000 — 9.0800 

Ratio Total expenses $9,500,000 

Equity Ratio = _Modifiedequity - _$810,000_ _ 9 3399 
Modified expenses $2,440,000 

Neat lncome _ Income before taxes _ _ $510,000 _ gos go 

Ratio Total revenues $10,010,000 


Calculation of Strength Factor Score 
Primary Reserve Strength Factor Score= 20 x Primary Reserve Ratio 
20 x 0.0800 = 1.6000 


Equity Strength Factor Score = 6 x Equity Ratio 
6 x 0.3320 = 1.9920 
Net Income Strength Factor Score = 1 + (33.3 x Net Income Ratio) 


1 + (33.3 x 0.0509) = 2.6950 


Calculation of Weighted Score 


Primary Reserve Weighted Score= 30% x Primary Reserve Strength Factor Score 
0.30 x 1.6000 = 0.4800 

Equity Weighted Score = 40% x Equity Strength Factor Score 
0.40 x 1.9920 = 0.7968 

Net Income Weighted Score = 30% x Net Income Strength Factor Score 


0.30 x 2.698 = 0.8094 


Composite Score 
Sum of All Weighted Scores 0.4800 + 0.7968 + 0.8094 = 2.0862 rounded to 2.1 


* The definition of terms used in the ratios and the applicable strength factor algorithms and weighting 
percentages are found in the Student Assistance General Provisions (regulations) (34 CFR 668) Subpart L, 
Appendix A for proprietary schools and Appendix B for private nonprofit schools. 
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Alternative standards and ALTERNATIVES TO THE GENERAL FINANCIAL STANDARDS 
de apace If a school does not meet the general standards for financial 
34 CFR 668.175 


responsibility, the Department may still consider the school to be financially 
responsible or may allow the school to participate under provisional 
certification if the school qualifies for an alternative standard. 


If the Department determines that a school that does not meet one or 
more of the general standards and does not qualify for an alternative, the 
Department may initiate a limitation, suspension, or termination action 
against the school (see Chapter 8 for more information on corrective actions 
and sanctions). 


Letter of credit alternative for new schools 

A new school (a school that seeks to participate in the FSA programs 
for the first time) that does not meet the composite score standard (i.e., 
has a composite score of less than 1.5) but meets all other standards may 
demonstrate financial responsibility by submitting an irrevocable letter of 
credit to the Department. The letter of credit must be acceptable and payable 
to the Department and equal to at least 50% of the FSA program funds that 
the Department determines that the school will receive during its initial year 
of participation. 


Letter of credit alternative for participating schools 

A participating proprietary or private nonprofit school that fails to meet 
one or more of the general standards or is not financially responsible because 
it has an adverse audit opinion may demonstrate financial responsibility by 
submitting an irrevocable letter of credit to the Department. The letter must 
be acceptable and payable to the Department and equal to at least 50% of the 
FSA program funds the school received during its most recently completed 
fiscal year. The school is then considered to be financially responsible. 


Zone alternative 

A participating school that fails to meet the composite score standard 
(ie., has a composite score of less than 1.5) but meets all other standards may 
demonstrate financial responsibility for up to three consecutive fiscal years 
if the Department determines that the school’s composite score is equal to 
1.0 to 1.4 for each of those years and the school meets specific monitoring 
requirements. 


This alternative gives a school the opportunity to improve its financial 
condition over time without requiring the school to post a letter of credit 
or participate under provisional certification. Under the zone alternative, a 
school’s operations, including its administration of the FSA programs, are 
monitored more closely. If a school does not score at least 1.0 in one of the 
three subsequent fiscal years or does not improve its financial condition to 
attain a composite score of at least 1.5 by the end of the three-year period, the 
school must satisfy another alternative standard to continue participating. 
In addition, if a school fails to comply with the information reporting or 
payment method requirements, the Department may determine that the 
school no longer qualifies under this alternative. 
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Under the zone alternative, a school 


* must request and receive funds under the cash monitoring or 
reimbursement payment methods, as specified by the Department 
(see Volume 4, Chapter 2); 


¢ must provide timely information regarding certain oversight and 
financial events (see the sidebar); 


e may be required to submit its financial statement and compliance 
audit earlier than normally required (see the discussion of audit 
submission deadlines earlier in this chapter); and 


e may be required to provide information about its current 
operations and future plans. 


The school must also require its auditor to express an opinion, as 
part of the school’s compliance audit, on the school’s compliance with the 
requirements of the zone alternative, including the school’s administration 
of the payment method under which the school received and disbursed FSA 
program funds. 


Provisional certification for schools not meeting standards 

The Department may permit a participating proprietary or private 
nonprofit school to participate under provisional certification for up to three 
years if the school is not financially responsible because it does not satisfy 
one or more of the general standards, has an unacceptable audit opinion, 
or has a past performance problem that has been resolved. 


If the Department permits a school to participate under provisional 
certification, it will require the school 


e to submit a letter of credit, payable and acceptable to the 
Department, for a percentage (10%-100%) of the FSA program 
funds received by the school during its most recent fiscal year; and 


e to demonstrate that it has met all of its financial obligations and 
was current on debt payments for its two most recent fiscal years. 


Moreover, the school must comply with the requirement under the zone 
alternative that it provide timely information regarding certain oversight and 
financial events. Finally, a school that is required to post a letter of credit will 
be placed on heightened cash monitoring or reimbursement. 


If a school is still not financially responsible at the end of a period of 
provisional certification, the Department may again permit provisional 
certification. However, the Department may require the school or persons or 
entities that exercise substantial control over the school to submit financial 
guarantees to the Department to satisfy any potential liabilities arising from 
the school’s FSA program participation. The same persons may be required 
to agree to be jointly and severally liable for any FSA program liabilities. 


The Department is not required to offer provisional certification to 
a school. It is an alternative that the Department may choose to offer in 
exceptional circumstances. 
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Information to be provided 
under the zone alternative 
The school must provide timely 
information regarding any of the 
following oversight and financial 
events: 
Any adverse action, including a 
probation or similar action, taken 
against the school by its accrediting 
agency; 
Any event that causes the school, 
or related entity as defined 
in the Statement of Financial 
Accounting Standards No. 57, to 
realize any liability that was noted 
as a contingent liability in the 
institution's or related entity's most 
recent audited financial statement; 
Any violation by the school of any 
loan agreement; 
Any failure of the school to make 
a payment in accordance with its 
debt obligations that results in a 
creditor filing suit to recover funds 
under those obligations; 
Any withdrawal of owner's equity 
from the school by any means, 
including declaring a dividend; or 
Any extraordinary losses, as defined 
according to Accounting Principles 
Board (APB) Opinion No. 30. 


The school may also be required to: 
submit its financial statement and 
compliance audits earlier than 
the time specified under 34 CFR 
668.23(a)(4); and 
provide information about its 
current operations and future 
plans. 

34 CFR 668.175(d)(2) 
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Past performance 
34 CFR 668.174 


Provisional certification for schools where persons 
or entities owe liabilities 

If a school is not financially responsible because the persons or entities 
that exercise substantial control over the school owe an FSA program 
liability, the Department may permit the school to participate under 
provisional certification if: 


e the persons or entities that owe the liability repay or enter into an 
agreement with the Department to repay the liability (or the school 
assumes the liability and repays or enters into an agreement to repay 
the liability); 


e the school meets all the general standards of financial responsibility 
and demonstrates that it has met all of its financial obligations and 
was current on its debt payments for its two most recent fiscal years; 
and 


e the school submits to the Department a letter of credit, payable and 
acceptable to the Department, for an amount determined by the 
Department (at least 10% of the FSA program funds received by the 
school during its most recent fiscal year). 


The school also must comply with the requirements under the zone 
alternative. 


In addition, the Department may require the school or persons or 
entities that exercise substantial control over the school to submit financial 
guarantees to the Department to satisfy any potential liabilities arising from 
the school’s FSA program participation. The same persons may be required 
to agree to be jointly and severally liable for any FSA program liabilities. 


PAST PERFORMANCE AND AFFILIATION STANDARDS 

In addition to meeting the numeric standards of financial responsibility 
and fulfilling all its financial obligations, a school must demonstrate that 
it properly administers the FSA programs in which it participates. Past 
actions of the school or individuals affiliated with the school may reveal 
mismanagement of FSA program funds, thereby demonstrating that a 
school is not financially responsible. Therefore, in evaluating the way a 
school administers the FSA programs, the Department considers the past 
performance of both the school and individuals affiliated with the school. 


Past performance of a school 
A school is not financially responsible if it 


e — in the last five years, has been subject to a limitation, suspension, 
or termination action or has entered into an agreement to resolve 
a limitation, suspension, or termination action initiated by the 
Department or a guaranty agency; 


e in either of its two most recent FSA program reviews or audits, has 
had findings for the current fiscal year or two preceding fiscal years 
that required repayment of more than 5% of the FSA program funds 
received by the school; 
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e has been cited during the last five years for failing to submit audits as Notifying the Department of 
required; or change of control 
A school must report any changes of 


* _ has failed to satisfactorily resolve any compliance issues identified in Control under which a person acquires 


program reviews or audit reports, upheld in a final decision of the the ability to affect substantially the 
Department. actions of the school. Such changes in 
control trigger a review to determine if 
Past performance of persons affiliated with a school the school is financially responsible (see 
A school is not financially responsible if any person who exercises Chapter 5). 


substantial control over the school (or any members of the person’s family 
alone or together) owes a liability for an FSA program violation or has ever 
exercised substantial control over another school (or a third-party servicer) 
that owes a liability for an FSA program violation, unless that person, family 
member, school, or servicer demonstrates that the liability is being repaid in 
accordance with an agreement with the Department. 


The Department may consider a school that does not meet this 
requirement to be financially responsible if the school 


e notifies the Department that the individual repaid to the 
Department an acceptable portion of the liability, in accordance 
with the regulations; 


e notifies the Department that the liability is currently being repaid 
in accordance with a written agreement with the Department; or 


e demonstrates to the satisfaction of the Department: (1) why the 
person who exercises substantial control should nevertheless 
be considered to lack that control, or (2) why the person who 
exercises substantial control and each member of that person's 
family does not or did not exercise substantial control over the 
school or servicer that owes the liability. 


An otherwise eligible institution becomes an ineligible institution if the Conditions of institutional 


ineligibility 
school exceeds 34 CFR 600.7 


In addition to the limitations discussed 


e the 50% limit on students without a high school diploma or in this chapter, a school is not eligible 


equivalent, if it (or its owner) files for bankruptcy 
e the incarcerated student limitation (25%), or or if the school, its owner, or its CEO is 
responsible for a crime involving FSA 
e the correspondence course limitation (50%) or the program funds. See chapters 1 and 3. 
correspondence student limitation (50%). A school that becomes ineligible 
because of one of these factors must 
A school must calculate these percentages to demonstrate compliance immediately stop awarding FSA funds 
with a requirement or to demonstrate eligibility for a limitation waiver. For and must follow the requirements for a 
each of the tests, the calculation performed by the school must be attested school that has lost its FSA participation 
(see Chapter 8). 


to by the independent auditor who prepares the school’s audited financial 
statement or its FSA compliance audit. Ifa school’s initial or previous 
calculation was in error, the auditor’s report must be part of the audit 
workpapers and must include a recalculation. The auditor’s attestation report 
must indicate whether the school’s determinations (including any relevant 
waiver or exception) are accurate. 
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Incarcerated student definition 
A student who is serving a criminal 
sentence in a federal, state, or local 
penitentiary, prison, jail, reformatory, 
work farm, or other similar correctional 
institution (this does not include 
detention in a halfway house, home 
detention, or weekend-only sentences). 


Limitations on incarcerated 
students and correspondence 
study 

Incarcerated students 

34 CFR 600.7(a)(1)(iii) and 600.7(c) 
Correspondence study 

Sec. 102(a)(3)(A) and (B) of the HEA 
34 CFR 600.7(a)(1)(i) and (ii) and 
600.7(b)(2)(i) and (ii) 


Correspondence student 
eligibility 

For information about a student's 
eligibility for FSA funds while enrolled 
in a correspondence course and 

cost of attendance information for 
correspondence courses, see Volume 1, 
Chapter 1 and Volume 3, Chapter 2. 
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For each of the limitation requirements, the school must notify the 
Department (via Section G of the E-App) of the school’s failure to meet a 
requirement, its falling within a prohibited limitation, or its ineligibility for a 
continued waiver, as applicable. The school’s notification must occur by July 
31 following the end of an award year. A school that fails to meet any of these 
requirements loses its eligibility to participate in any FSA program as of the 
last day of the most recent award year for which the school failed to meet the 
requirement. 


If a school loses its eligibility because it failed to meet one or more of 
the limitation requirements, the school cannot regain eligibility until it can 
demonstrate that it was in compliance with all of the limitation requirements 
for the most recently completed award year. Once this has occurred, the 
school may apply to regain its eligibility. In addition, it must also show how 
its administrative practices and policies have been changed to ensure that it 
will not fall within prohibited limits in the future. 


Limitation on students admitted without a high school diploma or 
equivalent 

A school that does not provide a 4-year bachelor’s degree program or a 
2-year associate degree program is ineligible if, for its latest complete award 
year, more than 50% of its regular enrolled students had neither a high 
school diploma nor its equivalent. 


If a public or private nonprofit institution exceeds the 50% limit because 
it serves significant numbers of these students through contracts with 
federal, state, or local government agencies, the Department may waive the 
limitation. 


The waiver will only be granted if no more than 40% of the public or 
private nonprofit regular students not served through contracts with federal, 
state, or local government agencies to provide job training do not have a 
high school diploma or its equivalent. If granted, the waiver may be extended 
in each year the public or private nonprofit school continues to meet the 
requirements. The public or private nonprofit school’s calculation must be 
attested to by an independent auditor. 


Incarcerated student limitation and waiver 

A school is ineligible if, in its latest complete award year, more than 25% 
of its regular students are incarcerated. For information on the eligibility of 
incarcerated students for FSA, see Volume 1, Chapter 1. 


A public or private nonprofit school can ask the Department to waive 
this limitation. If granted, the waiver is effective as long as the school 
continues to meet the waiver requirements each award year. For a school 
offering only 2-year or 4-year programs that lead to associate or bachelor’s 
degrees, the waiver applies to all programs at the school. But if the school 
offers other types of programs, the waiver would apply to any of the school’s 
2-year associate degree programs or 4-year bachelor’s degree programs 
and also to any other programs in which the incarcerated regular students 
enrolled have a 50% or greater completion rate. The calculation of this 
completion rate is specified in 34 CFR 600.7(e)(2) of the institutional 
eligibility regulations and must be attested to by an independent auditor. 
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A public or private nonprofit school may request the waiver using the 
E-App (www.eligcert.ed.gov) by answering the questions in Section G and 
explaining in question 69. 


Correspondence course and correspondence student limitation 
In general, a school is ineligible if for the latest complete award year 


¢ more than 50% of the school’s courses were correspondence courses 
(correspondence course limitation) or 


e 50% or more of the school’s regular students were enrolled in 
correspondence courses (correspondence student limitation). 
This limitation may be waived for a school that offers a 2-year 
associate degree or 4-year baccalaureate degree program if the school 
demonstrates to the Department that in that award year, the students 
enrolled in its correspondence courses receive no more than 5% of 
the total FSA program funds received by all of the school’s students. 


Note that the correspondence course and student limitations do not 
apply to a school that exclusively or mainly provides vocational adult 
education or job training as defined under Sec. 3(3)(C) of the Carl D. Perkins 
Career and Technical Education Act of 2006. 


Also note that the 50% limits apply to the school, not to its individual 
programs. An educational program composed entirely of correspondence 
courses could still be an eligible program if no more than 50% of the school’s 
courses were offered through correspondence and the program met other 
eligibility requirements. 


The school’s correspondence course calculation and correspondence 
student calculation must be attested to by an independent auditor. 


For additional information on correspondence study in the context of 
program eligibility, see Chapter 2. 


COHORT DEFAULT RATES 

A school’s eligibility for the FSA programs can be affected by a high 
cohort default rate (CDR). The Department calculates a school’s CDR based 
on information from guaranty agencies and federal loan servicers. 


The Department sends draft default rates to participating schools in 
February to allow each school an opportunity to review and correct the data 
that will be used to calculate its official cohort default rates. In September of 
each year, the Department issues the official cohort default rates. These rates 
are electronically delivered to schools and posted on the NSLDS Professional 
Access website. A school must be enrolled in the eCDR process for electronic 
delivery of the rates (see sidebar note for instructions and appeal procedures). 
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A school is the sum only of its 
eligible programs 

Some postsecondary institutions offer 
programs that are eligible for FSA as 
well as programs that are not FSA- 
eligible. For FSA program purposes, we 
consider an eligible institution is the 
sum of its eligible programs. 


To minimize the effect on its 
institutional eligibility of offering 
programs solely by correspondence 
that do not lead to a degree, a school 
might choose to identify those 
programs as not part of its FSA-eligible 
programs. A program (and students 
enrolled therein) that was so identified 
would not be considered part of the 
school in these two formulas. 


Notifying ED when limit is 
exceeded 

34 CFR 600.7(h) 

If there is a change to any of a school's 
answers to the Yes/No questions in 
Section G of a submitted Electronic 
Application (E-App) (which deal with 
enrollment thresholds in these areas), 
the school must notify the Department 
via the E-App (see Chapter 5). The 
Department will advise the school 

of its options, including whether it 
might be eligible for a waiver. (Waivers 
are available for the limitations for 
correspondence students, incarcerated 
students, and students without a high 
school diploma or equivalent.) 


Carl D. Perkins Career and 
Technical Education Act of 2006 
20 U.S.C. 2301 


Default rates 

HEA Sec. 435(m) 

20 U.S.C. 1082, 1085, 1094, 1099c 
34 CFR Part 668 Subpart N 
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- If a school offers a course both by correspondence and residential 
training, the course counts twice, as a correspondence course and as a 
residential course. Thus, it would count as one in the numerator and as 
two in the denominator. 

« Regardless of how many sections of a course or program are offered 
during the award year (as a residential or as a correspondence course), 
the course is counted only once under each type. 

- A program not offered in courses or modules counts as one 
correspondence course. 


Using the latest complete award year, the formula for determining the 
percentage of correspondence courses is as follows: 


number of school’s 
correspondence courses = % 
TErGia IUMIDSnORSCHGOISEEE eC of correspondence courses 
courses 


- All enrolled regular students must be counted. (A regular student is “a 
person enrolled for the purpose of obtaining a degree, certificate, or other 
recognized educational credential offered by the school’) 

- A school must use a straight head count of enrolled students, including 
full-time and part-time students and students who don't receive aid as 
well as FSA recipients. 

- If a student withdrew from the school and received a full refund, the 
student is not counted. 


Using the latest complete award year, the formula for determining the 
percentage of enrolled students is as follows: 


number of regular students enrolled in the 
school’s correspondence courses = % of correspondence students 
number of regular students enrolled in all of 
the school’s courses 
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Time frames for cohort default rates 

A school’s annual CDR is based on a “cohort” of students who received 
FFEL or Direct Loans at the school and entered repayment in a single fiscal 
year—the federal fiscal year, October 1-September 30. 


For instance, a school’s FY2013 CDR is based on the cohort of students 
who received FFEL or Direct Loans at the school and entered repayment on 
those loans between October 1, 2012, and September 30, 2013. This number 
becomes the denominator (the lower part of the fraction) in the CDR 
calculation. 


X 
Total borrowers who entered repayment during FY2013 


The Department tracks this group of students during the fiscal year in 
which they enter repayment and through the end of the second following 
fiscal year. The number of students who default on their loans (or meet other 
related conditions) during those three fiscal years becomes the numerator 
(top part of the fraction) in the CDR calculation. 


Total borrowers who entered repayment in FY2013 
and defaulted in FY2013, 2014, and 2015 
Total borrowers who entered repayment during FY2013 


Because it takes three years to track the outcomes, the initial FY2013 
CDR for a school is not released until three years later, at the beginning of 
2016. This is one of the reasons that schools should closely monitor student 
borrowing and implement effective default prevention procedures as soon as 
possible. The steps taken to help students this year may reduce the number of 
defaults in the CDR three years from now. 


The terminology, criteria, calculations, and exceptions for the rates are 
described in more detail in the Cohort Default Rate Guide. 


Consequences of high cohort default rates 
Schools face sanctions under the following conditions: 


e For acohort default rate of greater than 40 percent for any year, 
schools lose eligibility to participate in the Direct Loan Program. 


¢ Fora default rate of 30 percent or more for any year, they must 
create a default prevention taskforce that will develop and 
implement a plan to address the high default rate. That plan must be 
submitted to the Department for review. 


e Fora default rate of 30 percent or more for a second consecutive 
year, they must submit to the Department a revised default 
prevention plan and may be placed on provisional certification. 


e For acohort default rate of 30 percent or more for three consecutive 
years, schools lose eligibility to participate in both the Direct Loan 
Program and the Federal Pell Grant Program. 
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The eCDR process 

ED sends the draft and official cohort 
default rates electronically to all schools 
participating in the FSA Programs. You 
must enroll in the eCDR process to 
receive your rates. 


If your school is not enrolled, go to 
(https://fsawebenroll.ed.gov/). On that 
page choose “Enroll” and then select 
the radio button for “Modify Existing 
Services for a Destination Point.” 


Default rates on the Web 
Searchable default rates for all schools 
participating in the FSA programs are 
posted on the Web at (www.ed.gov/ 
FSA/defaultmanagement). 


The Department also publishes Budget 
Lifetime Default Rates and Cumulative 
Lifetime Default Rates for the FFEL and 
Direct Loan Programs. These rates, 
which include additional defaults in 
years after the close of the CDR “default 
window,” do not affect a school’s 
eligibility. 


Cohort Default Rate Guide 

For information on procedures for 
challenges, adjustments, and appeals, 
refer to Part 4 of the Cohort Default Rate 
Guide. 

(www.ifap.ed.gov/ 
DefaultManagement/finalcdrg.html) 


High default rates 
34 CFR 668.206 
DCL GEN-14-03 
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Default rates and administrative 
capability 
34 CFR 668.16(m) 


Provisional certification 
34 CFR 668.13 


Contacting the default office 

The Operations Performance Division 

in Federal Student Aid responds to 
questions about FFEL/DL cohort default 
rates, and reviews FFEL/DL cohort 
default rate challenges, adjustments, 
and appeals. It also provides technical 
assistance and outreach to schools to 
assist them in lowering their default 
rates. 


Web: (www.ifap.ed.gov/ 
DefaultManagement) 
Hotline: 202-377-4259 
FAX: 202-275-0913 

Email: (fsa.schools.default. 
management@ed.gov) 


Default prevention and 
management plan and sample 
34 CFR 668.217 

See (www.ifap.ed.gov/ 
DefaultPreventionResourcelnfo/index. 
html) for more information. 


See the “Sample Default Prevention and 
Management Plan” that was issued as 
an attachment to GEN-05-14. 
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Moreover, a school is not considered to be administratively capable when 


e the CDR for Federal Stafford/SLS loans or Direct Subsidized/ 
Unsubsidized Loans made to students for attendance at the school 
equals or exceeds 30% for two of the three most recent fiscal years or 


e the CDR for Perkins loans made to students for attendance at the 
school exceeds 15%. See Volume 6 for other rules and associated 
penalties related specifically to high Perkins default rates. 


When a high default rate demonstrates a lack of administrative 
capability, a school may become ineligible to participate in the Direct 
Loan, Pell Grant, or Perkins programs, or the Department may choose to 
provisionally certify such a school. For detailed information on default rates, 
including challenges and appeals, refer to the Cohort Default Rate Guide on 
the IFAP website. 


Default prevention and management plan 
As mentioned, if a school’s cohort default rate is equal to or greater than 
30%, it must establish a default prevention task force that prepares a plan that 


e identifies the factors causing the default rate to exceed the threshold, 


e — establishes measurable objectives and the steps the school will take to 
improve the default rate, and 


e — specifies the actions the school will take to improve student loan 
repayment, including counseling students on repayment options. 


A school must submit its default prevention plan to its school 
participation division for review. If the cohort default rate is equal to or 
greater than 30% for two consecutive fiscal years, the default prevention plan 
must be revised and submitted again for review. 


Default prevention and management plan for new schools 

New schools are required to implement a default prevention and 
management plan prior to certification. In addition, a school that undergoes 
a change in ownership that results in a change in control or a school that 
changes its status as a main campus, branch campus, or additional location 
must implement a default management plan. 


A school applying to participate is exempt from submitting a default plan 
if the school, including its main campus and any branch campus, does not 
have a cohort default rate greater than 10% and the new owner of the school 
does not own and has not owned any other school that had a cohort default 
rate greater than 10% during the owner’s tenure. 


DEBT-TO-EARNINGS (D/E) RATES FOR GE PROGRAMS 

As with cohort default rates and financial standard composite scores, the 
D/E rates for schools’ gainful employment (GE) programs are a measure that 
bears on eligibility, in this case the eligibility of specific programs. 


Schools must report for an award year information on each student 
who received Title IV aid for enrollment in a GE program. The information 
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includes amounts of Title IV, private, and institutional loans and other 
financing for the student’s enrollment, as well as the amount assessed for 
tuition, fees, books, supplies, and equipment. Refer to the NSLDS Gainful 
Employment User Guide for the specific data to report for each student each 
award year. The information reported will be used by the Department for 
calculating D/E rates and creating other information that schools may need 
to disclose beginning in 2017: e.g., completion, withdrawal, and repayment 
rates, and median earnings and loan debt. 


Schools must report GE data annually by October 1 following the end of 


the award year (e.g., October 1, 2016, for the 2015-2016 award year), unless 
the Secretary establishes a different date. 


In cases where a student received Title IV aid for more than one GE 
program, he is reported for each program. If he was enrolled in a program 
for more than one award year, he is reported separately for each year, 
beginning with the year he first received Title IV aid for the program and 
for each following year even if he does not receive Title IV aid in that year. 
If he withdrew from a GE program and then re-enrolled in it, he is reported 
separately for each enrollment even if they were in the same award year. 


Calculation of D/E rates 

The Department calculates D/E rates for each GE program for each 
award year using the debt and earnings of students who completed the 
program during a specified cohort period. That period will be two years if 30 
or more students completed the program during that period or four years if 
fewer than 30 students completed the program in two years. If fewer than 30 
students finished in the four-year cohort, D/E rates will not be calculated for 


that GE program. Students who qualify for exclusion are not included in that 


number. 


The two-year and four-year cohorts comprise students who completed 
the program during the third and fourth years and the third through sixth 
years respectively prior to the award year the D/E rates are being calculated 
for. For example, to determine the D/E rates for the 2015-2016 award year, 
the two-year cohort period will be award years 2011-2012 and 2012-2013, 
and the four-year cohort period will be 2009-2010 through 2012-2013. 


We calculate separately an annual earnings rate and a discretionary 
income rate. The annual earnings rate equals 


Annual loan payment 
The higher of the mean or median annual earnings 


The discretionary income rate equals 


Annual loan payment 


The higher of the mean or median annual earnings - (1.5 x HHS poverty 
guideline) 
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Gainful employment programs 
34 CFR 668 Subpart Q 
DCL GEN-15-12 


GE publications 

The webpage at (http://ifap.ed.gov/ 
GainfulEmploymentinfo/indexV2. 
html) is a compilation of GE materials. 
Under “Resources” the Gainful 
Employment Operations Manual explains 
the GE regulations; the NSLDS Gainful 
Employment User Guide gives detailed 
instruction about GE reporting using 
the NSLDS website; and the Best 
Practices Guide for the Recent Graduates 
Employment and Earnings Survey 
(explained later in the chapter) gives 
recommendations for administering the 
survey to schools that appeal their debt- 
to-earnings rates. 


Calculating D/E rates 
34 CFR 668.404 
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Student exclusions 
34 CFR 668.404(e) 


The annual loan payment is determined by amortizing the median 
loan debt of students who completed the GE program during the cohort 
period. Median loan debt includes not only the amount of Title IV loans 
that students borrowed for enrollment in the GE program, but also private 
education loans and the total amount outstanding, as of the date they 
completed the program, on any other credit (including unpaid charges) 
extended by or on behalf of the institution that the students are obligated to 
repay. For the purpose of this calculation, students’ loan debt is capped at the 
lesser of the debt they incurred for enrollment in the program or the total 
amount of their tuition, fees, books, supplies, and equipment. 


The median loan debt is amortized over a repayment period of 


¢ 10 years for a program leading to an undergraduate certificate, a 
post-baccalaureate certificate, an associate degree, or a graduate 
certificate; 


e 15 years for a program leading to a bachelor’s or master’s degree; or 


e 20 years for a program leading to a doctoral or first professional 
degree. 


We calculate the annual loan payment using the average interest rate 
over a three-year or six-year period: for programs two years or less in length, 
we use a three-year period, and we use a six-year period for programs longer 
than two years. The average rate for undergraduate (or graduate, respectively) 
programs is based on the statutory interest rate on Federal Direct 
Unsubsidized Loans applicable to undergraduate (or graduate) students for 
the three- or six-year period. 


The Department gets the annual earnings by using the student 
information, mentioned earlier, that a school reports. We create for each 
award year a list of students who received Title IV aid and completed the 
GE program during the cohort period. We also indicate which students we 
intend to exclude and then submit the list to the school for its review. It may 
make corrections to the list and challenge the exclusion or inclusion of any 
students; the burden of proof for substantiating this is on the school. After 
reviewing corrections or challenges, we provide the school with a final list 
and submit it to the Social Security Administration (SSA). 


The SSA calculates and sends the Department the mean and median 
annual earnings of students on the final list for whom it was able to match 
data for the “earnings year,” which is the first of the calendar years in the 
award year for which the D/E rates are calculated. For example, for the D/E 
rates that will be calculated for the 2016-2017 award year, the SSA earnings 
year will be calendar year 2016. When calculating a program’s D/E rates, we 
use the higher of the SSA-reported mean or median earnings. The SSA does 
not send the Department any individual earnings data or the identity of any 
students and is prohibited by law from doing so. 
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Exclusions Challenges to draft rates 
Students are excluded from the D/E rates calculation if 34 CFR 668.405(f) 


e One or more of their Title IV loans were in a military-related 
deferment status at any time during the calendar year for which 
earnings information was received from SSA; 


e One or more of their Title IV loans have been approved or are under 
consideration for a total and permanent disability discharge; 


e ‘They were enrolled in any other eligible program at any school 
during the calendar year for which SSA earnings were received; 


e For undergraduate or graduate GE programs, they completed 
a higher-credentialed undergraduate or graduate GE program 
respectively at the same school (see below about students 
completing more than one GE program); 


e ‘The student is dead. 


Students may complete more than one GE program at different 
credential levels. For example, they might enroll in and complete a one- 
year certificate program and the enroll in and complete an associate degree 
program at the same school. To account for this, we attribute the loan debt 
from the lower-credentialed program to the higher-credentialed program 
completed. This “rolling-up” of loan debt only happens if both programs are 
GE undergraduate programs or both are GE graduate programs. 


Draft rates and challenges 

We will calculate and send schools the draft D/E rates with the source 
data used to calculate the annual loan payment. Draft rates are released only 
to the school; they are not made public. 


A school may challenge the accuracy of information we used to 
calculate a GE program’s median loan debt no later than 45 days after the 
school is notified of the program’s draft rates. The challenge must provide 
satisfactory evidence that all or some of the information used to calculate the 
program’s median loan debt is incorrect. As with challenges or corrections 
to the student list, the burden of proof for substantiating this challenge is 
on the school. After the 45-day period and after adjusting for any accepted 
challenges, the GE program’s draft D/E rates become the final rates. 


D/E rates outcomes 


Outcomes of the D/E rates measure 34 CFR 668,403(c) 


A GE program passes the D/E rates measure if its annual earnings rate 
is less than or equal to 8 percent or its discretionary income rate is less than 
or equal to 20 percent. The program fails if both parts of this test are met: (1) 
the annual earnings rate is greater than 12 percent or the denominator of the 
rate (annual earnings) is zero and (2) its discretionary income rate is greater 
than 30 percent or the income for the denominator of the rate (discretionary 
earnings) is negative or zero. A program with rates that are neither passing 
nor failing is in the “zone.” 


A program becomes ineligible for Title [V program funds if it (1) fails 
the D/E rates measure for two of any three consecutive award years for which 
rates were calculated or (2) has a combination of zone and failing D/E rates 
for four consecutive award years for which rates were calculated. 
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Alternate earnings appeals We inform an institution through a notice of determination of a GE 

34 CFR 668.406 program’s final D/E rates whether the program is passing, failing, in the zone, 
or ineligible; whether it could become ineligible based on final D/E rates 
for the next award year; whether the school is required to provide student 
warnings; and, if the program’s final rates are failing or in the zone, how 
it may make an alternative earnings appeal. The determination is effective 
on the date specified in the notice and constitutes the final decision of the 
Department with respect to the D/E rates for the program. 


Transition period calculation 

For several years we will calculate alternate D/E rates that use the loan 
debt of a more recent one-year cohort of students who completed the 
program to figure the annual loan payment (the same earnings information 
from SSA will be used). As a result, a school may improve a program’s D/E 
rates in the initial years after the regulations take effect. For example, a school 
might reduce tuition and fees for the more recent cohort such that there 
would be a lower annual loan payment amount for the transitional D/E rate 
calculations. 


For a GE program of one year or less, the transition period is the first five 
award years for which the Department calculates D/E rates. For programs 
more than one and less than or equal to two years in length, the transition 
period is the first six award years. For programs longer than two years, the 
transition period is seven award years. Each of the years for which we issue 
any D/E rates is included in the transition period whether or not we issued 
rates for a specific GE program. 


During the transition period, if the program is failing or in the zone 
based on its draft D/E rates, we will calculate transitional draft rates using 
the median loan debt of students who completed the program in the most 
recently completed award year, not the median loan debt for the applicable 
two-year or four-year cohort period. Final rates for the program will be the 
lower of the draft or transitional draft D/E rates. 


Appealing final rates 

If a GE program is failing or in the zone, a school may file an appeal to 
request recalculation of the program’s most recent final D/E rates. The appeal 
would be based on alternate earnings of the students who received Title IV 
aid and completed the program during the same or a comparable cohort 
period to the one the Department used in its calculation. The school would 
get alternate earnings data from a survey it conducts of its graduates or from 
a state-sponsored data system and would then use the higher of the mean or 
median alternate earnings for the appeal. However, the school would also use 
for the appeal calculation the same earnings year and annual loan payment 
data that the Department used for its calculation of the final rates. 


Using a survey to get earnings data. The Department’s National Center 
for Education Statistics (NCES) is developing an earnings survey, as well 
as standards for its administration, that schools can use called the Recent 
Graduates Employment and Earnings Survey (RGEES). NCES is developing 
for schools a best practice guide with explanations and examples of how to 
implement the standards in their collection of graduate earnings. 
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The appeal must include a certification signed by the school’s chief 
executive officer (CEO) attesting that the survey was conducted according 
to RGEES standards and that the mean or median earnings figure used to 
recalculate the D/E rates was accurately determined. The school must also 
submit an examination-level attestation engagement report prepared by an 
independent public accountant or independent government auditor attesting 
that the survey was conducted according to the requirements of the RGEES. 
The Department may also require additional supporting documentation. 


Using a state-sponsored data system for earnings data. With this 
method a school must submit to the administrator of each state-sponsored 
data system used for the appeal a list of all students who received Title IV aid 
and completed the program during the same cohort period the Department 
used to calculate the final rates. The school must demonstrate that it obtained 
annual earnings data for more than 50% of the number of students in the 
cohort period and alternate earnings data for 30 or more of those students. 
The school must include with the appeal a certification signed by its CEO 
attesting that state-provided data were accurately used to recalculate the D/E 
rates. The Department may also require more supporting documentation. 


Timing of an appeal. A school must submit notice of its intent to 
appeal no earlier than the date the Department provides it with its draft 
D/E rates but no later than 14 days after the Department issues the notice of 
determination that as a result of the program’s final rates, the program either 
failed or was in the zone. The school must then submit its appeal, including 
its recalculated rates, certifications, and any supporting documentation, 
no later than 60 days after the date the Department issues the notice of 
determination. 


GE program warning content 
When a timely and complete appeal has been submitted, the school is 34 CFR 668.410(a)(2)(i) 


not subject to any consequences (i.e., student warnings and loss of program 
eligibility) while the appeal is considered. If the Department denies the 
appeal, it notifies the school of the reasons for the denial and the program’s 
final rates previously issued in the notice of determination. If the appeal is 
granted, the institution is notified of the recalculated rates, which become the 
new final D/E rates for the program. 


Consequences of failing and zone rates 

For three years after the date in the notice of determination, a school 
may not (1) reestablish the eligibility of an ineligible program or of a failing 
or zone program that it discontinued voluntarily or (2) establish the eligibility 
of a program that is substantially similar to the discontinued or ineligible 
program. Two programs are substantially similar if they share the same four- 
digit CIP code. 


If a GE program could become ineligible based on its final D/E rates for 
the next award year, the school must warn students and prospective students. 
The warnings must contain language specified in the regulations or alternate 
language subsequently provided by the Department and must refer students 
and prospective students to, and include a link for, the Department’s College 
Navigator website for information about similar programs. 
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Warnings to students enrolled in the GE program must: 


¢ Describe the academic and financial options available to students to 
continue their education in another program at the school, including 
whether they can transfer credits (and which credits) earned in the 
program to another program. 


e Indicate whether, if the program loses Title IV eligibility, the school 
will continue to provide instruction allowing students to complete 
the program or will refund tuition, fees, and other required charges. 


e Explain whether students could transfer credits earned in the 
program to another institution. 


The school must provide the warning in writing to each enrolled 
student no later than 30 days after the date of the Department’s notice of 
determination. The school must either hand deliver the warning as a separate 
document or send it to the student’s primary email address with the warning 
as the only substantive content in the email. If email is used, the school must 
receive an electronic or written acknowledgment that the student received 
the email. The regulations do not allow an initial warning to be sent using 
regular U.S. Postal Service mail or commercial courier service. If a response 
indicating that the email could not be delivered is received, the warning must 
be sent using a different address or method of delivery, which could include 
US. Postal Service mail or commercial courier service. A school must keep 
records of its efforts to provide warnings. 


Requirements for delivering warnings to prospective students are similar 
to those for enrolled students except that the warning must be provided at 
the point when the prospective student initially contacts the school about the 
program. Also, schools have the additional options of providing prospective 
students with a copy of the disclosure template that includes the warning or 
providing them the warning orally if the contact is by telephone. However, 

a school may not enroll or register students or have them enter into a 
financial commitment after receiving just an oral warning. Accordingly, any 
student who received an oral warning must, prior to enrolling, registering, 

or entering into a financial commitment with the school, receive a non-oral 
warning as described above. A school may not enroll, register, or enter into a 
financial commitment with a prospective student earlier than three business 
days after it first provides that warning to the student or, if more than 30 days 
have elapsed since the warning was first given, three business days after an 
additional warning is given. 


In addition to providing warnings directly to students and prospective 
students, the school must update the disclosure template for the GE 
program to include the warning within 30 days of receiving notice from the 
Department that a warning must be provided for the program. 


See eee FSA HB June 2016 
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Information 


CHAPTER 5 


This chapter describes the regular recertification of schools, as well as 
changes that can affect a school’s participation and how and when to re- 


port these changes to the Department on the E-App. 


RECERTIFICATION 


A school may be certified to participate for up to six years. Recertification 
is the process through which a school that is presently certified to participate 
in the FSA programs applies to have its participation extended beyond the 
expiration date of its current Program Participation Agreement (PPA). 

The Department will notify a school six months prior to the expiration of 
the school’s PPA. The school must submit a materially complete application 
before the expiration date listed in its PPA. 


If a school that is currently certified submits its materially complete 
application to the Department no later than 90 calendar days before its PPA 
expires, its PPA remains valid, and its eligibility to participate in the FSA 
programs continues until its application is either approved or not approved. 
This is true even if the Department does not complete its evaluation of the 
application before the PPA’s expiration date. (For example, if a school’s PPA 
expires on June 30 and it submits its application by March 31, the school 
remains certified during the Department’s review period—even if the review 
period extends beyond June 30.) If the 90th day before the PPA’s expiration 
falls on a weekend or a federal holiday and the school submits its application 
(E-App) no later than the next business day, the Department considers the 
application to be submitted 90 days before the PPA expires. 


If the school’s application is not received at least 90 days before the 
PPA expires or is not materially complete, the school’s PPA will expire on 
the scheduled expiration date and the FSA program funding will cease. If a 
school’s eligibility lapses, the school may not continue to disburse FSA funds 
until it receives the Department's notification that the school is again eligible 
to participate in the programs. 


Following submission of an application, the school participation division 
will contact the school if it has questions about the application. Generally, 
this will be within 90 days of the Department receiving an application. If 
a school’s application has been approved, the Department will send an 
electronic notice to the president and financial aid officer notifying them that 
the school’s PPA is available to print, review, sign, and return. If the school’s 
application is not approved, ED will notify the school and explain why. 
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FSA Assessment modules 

To assess your compliance with 

the provisions of this chapter see 
“Recertification,” at 
(www.ifap.ed.gov/qahome/ 
qaassessments/institutionalelig.html). 


Recertification 
Sec 498(g) and (h) of the HEA 
34 CFR 600.20(b) and (f) 


Eligible nonparticipating school 
Nonparticipating eligible schools are 
only required to renew their eligibility 
when the Department requests it. Their 
eligibility status continues indefinitely 
as long as they continue to meet the 
institutional eligibility requirements. 

If a school wants to be certified to 
participate in the FSA programs, it must 
submit an application and supporting 
documentation (see Chapter 1). 

34 CFR 600.20(b)(1) 
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Sec. 498(i) of the HEA 

34 CFR 600.31 

Family defined 

34 CFR 600.21 (f) 

Excluded Transactions 

34 CFR 600.31(e)(1) and (2) 

Change in ownership-publicly traded 
corporation 

34 CFR 600.31(c)(2) 


Electronic submission required 
Changes to previous applications, 
including changes in ownership, 
reporting, expanding eligibility, and 
certification, must be submitted to 
the Department through the E-App at 
(http://www.eligcert.ed.gov). 


Mailing address for supporting 
documents 

U.S. Department of Education 

Federal Student Aid 

School Eligibility Service Group 

830 First Street, NE 

Washington, DC 20002-5403 


Contact: caseteams@ed.gov 
Phone (to verify receipt only): 
202-377-3161 


Partnership or sole 
proprietorship 

A change in ownership and control 
occurs when a person who has or 
acquires an ownership interest acquires 
or loses control as described in this 
section. 


—___——SSSS=SSSSS SSS SSS 
Parent corporation 

An institution that is a wholly-owned 
subsidiary changes ownership and 
control when the parent corporation 
changes ownership and control as 
described in this section. 
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Changes at public institutions 

The Department does not consider that a public institution has 
undergone a change in ownership that results in a change of control if there 
is a change in governance, and the institution after the change remains a 
public institution, provided 


e the new governing authority is in the same state as included in the 
institution’s program participation agreement; and 


e the new governing authority has acknowledged the public 
institution’s continued responsibilities under its program 
participation agreement (PPA). 


Within 10 days of undergoing a change in governance, however, a public 
institution must report that change to the Department. The institution must 
also explicitly acknowledge its continued responsibilities under its PPA. If the 
documentation transferring control of a public institution to another in-state 
entity does not specifically acknowledge the aforementioned responsibilities, 
the institution must acknowledge them in a separate letter or notice. 


Change in ownership that results in a change of control, 
structure, or governance 

A change in ownership and control occurs when a person or corporation 
obtains new authority to control a school’s actions, whether the school is 
a proprietorship, partnership, or corporation. A change in ownership that 
results in a change in control includes any change through which a person or 
corporation 


* acquires an ownership interest in the entity that owns the school or 
the parent corporation of that entity, or 
e who owns or acquires an ownership interest attains or loses the 


ability to control the school. 


The most common example of this change in controlling interest is when 
the school is sold to a new owner. Other kinds of “covered transactions” 
include 


¢ the transfer of the controlling interest of stock of the school or its 
parent corporation; 

e the merger of two or more eligible schools; 

e the division of one school into two or more schools; 

e the transfer of the liabilities of a school to its parent corporation; 


e a transfer of assets that comprise a substantial portion of the 
educational business of the school, except if it is exclusively in the 
granting of a security interest in those assets; or 


e aconversion of the school from a for-profit to a nonprofit school or 
a nonprofit to a for-profit. 
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Change in ownership for closely held corporations 
A closely held corporation (including the term close corporation) is 


a corporation that qualifies under the law of the state of its 
incorporation as a closely held corporation; or 


if the state of incorporation has no definition of closely held 
corporation, a corporation whose stock is held by no more than 30 
persons and has not been and is not planned to be publicly offered. 


For a closely held corporation, a change in ownership and control occurs 


when 


a person acquires more than 50% of the total outstanding voting 
stock of the corporation; 


a person who holds an ownership interest in the corporation 
acquires control of more than 50% of the outstanding voting stock of 
the corporation; or 


a person who holds or controls 50% or more of the total outstanding 
stock of the corporation ceases to hold or control that proportion of 
the stock of the corporation. 


Change in ownership for publicly traded corporations 
For publicly traded corporations, a change in ownership and control 
occurs when 


a person acquires ownership and control of the corporation 

such that the corporation is required to file a Form 8K with the 
Securities and Exchange Commission notifying that agency of the 
change in control; or 


a person who is a controlling shareholder of the corporation ceases 
to be a controlling shareholder. 


A controlling shareholder is a shareholder who holds or controls through 

agreement both 25% or more of the total outstanding voting stock of the 
corporation and more shares of voting stock than any other shareholder. 
A controlling shareholder for this purpose does not include a shareholder 
whose sole stock ownership is held as a U.S. institutional investor, held in 
mutual funds, held through a profit-sharing plan, or held in an Employee 
Stock Ownership Plan. 


For a publicly traded corporation, when a change of ownership occurs, 
instead of a same-day balance sheet, the school may submit its most recent 
quarterly financial statement as filed with the Securities and Exchange 
Commission (SEC). Together with its quarterly financial statement, the 
school must submit copies of all other SEC filings made after the close of the 
fiscal year for which a compliance audit has been submitted to ED. 


Consider a publicly traded school that is provisionally certified because 
of a change in ownership that experiences another change of ownership. If 
any controlling shareholder on the newer change of ownership application 
was listed on the ownership application for which the provisional approval 
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Excluded transactions—transfers 
to family members 
Changes of ownership do not include a 
transfer of ownership and control to a 
member of the owner's family (whether 
or not the family member works at the 
school) that includes: 
parent, stepparent, sibling, step- 
sibling, spouse, child or stepchild, 
grandchild or step-grandchild; 
spouse’s parent or stepparent, 
sibling, step-sibling, child or 
stepchild, or grandchild or step- 
grandchild; 
child’s spouse; and 
sibling’s spouse. 


Nor does it include a transfer of 
ownership and control, upon the 
retirement or death of the owner, to a 
person (who is not a family member) 
with an ownership interest in the school 
who has been involved in management 
of the school for at least two years 
preceding the transfer and who has 
established and retained the ownership 
interest for at least two years prior to 
the transfer. 


These are known as excluded 
transactions, and they apply only to 
the transfer of the entire portion of the 
owner's interest. 

34 CFR 600.21 (f) 

34 CFR 600.31(e) 


Training requirement after a 
change in ownership or control 
If a school undergoes a change 

in ownership, the school’s chief 
financial aid administrator and its 
chief administrator (or a high-level 
school official designated by the 
chief administrator) must attend 
Fundamentals of Title lV Training. 


If the financial aid administrator and/ 
or the chief administrator have not 
changed, the school may request a 
waiver of the training requirement 
from its school participation division. 
ED may grant or deny the waiver for 
the required individual, require another 
official to take the training, or require 
alternative training. 
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Default management plan after 
change in ownership or status 
A school that changes ownership 

or changes its status as a parent or 
subordinate institution must adopt 
the Sample Default Prevention 

Plan or develop its own default 
management plan that is approved 
by the Department. The school must 
implement the plan for at least two 
years. 


A school is exempt from submitting a 

default management plan if 

+ the parent school and the 
subordinate school both have a 
cohort default rate of 10% or less, 
and 
the new owner of the parent or 
subordinate school does not own, 
and has not owned, any other 
school with a cohort default rate 
over 10%. 


was granted, the expiration date for the original provisional certification 
remains unchanged if the newer application is approved. 


Change in ownership for corporations that are not closely held or 
registered with the SEC 

A change in ownership and control of a corporation that is neither 
closely held nor required to be registered with the SEC occurs when a person 
who has or acquires an ownership interest acquires both control of at least 
25% of the total outstanding voting stock of the corporation and managing 
control of the corporation. 


CHANGES IN OWNERSHIP INTEREST AND 25% THRESHOLD 


Ownership or ownership interest means a legal or beneficial interest in a 
school or its corporate parent or a right to share in the profits derived from 
the operation of a school or its corporate parent. The school must report any 
change in ownership interests whenever 


* an owner acquires a total interest of 25% or greater; 


e an owner who held a 25% or greater interest reduces his or her 
interest to less than 25%; or 


* an owner of a 25% or greater interest increases or reduces his or her 
interest but remains the holder of at least a 25% ownership interest. 


Preacquisition review 


Schools may submit an E-App marked “preacquisition review” before a change in ownership takes 
place. The purpose of this review is to determine whether the school has answered all the questions 
completely and accurately. A preacquisition review application must be submitted at least 45 days prior 
to the expected date of the transaction. 


The SPD will notify the school of the results of the review. However, the school will not be given a 
decision whether or not its application would be approved as a result of this preacquisition review. 
Please note that a preacquisition review is not required; it is an option. 


If the potential owner decides not to purchase the school, he or she must notify the school 
participation division of the decision to withdraw the application. 


If the potential owner considering the change in ownership decides to go through with the purchase 

and wants to participate in the FSA programs, he or she must 

+ notify the Department within 10 days of the date the change in ownership actually took place (if 
this date falls on a weekend or a federal holiday, the notification may be no later than the next 


business day); and 


+ — submit the supporting documents required for a materially complete application. (Refer to section 
“M of the E-App for the list of specific forms to submit.) 
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Because of these reporting requirements, even though transferring 25% Threshold 
ownership interest through death or retirement may be excluded from 34 CFR 600.31 (c)(2)(ii)(A) 


being considered a change in ownership resulting in a change of control, the 
resulting change in percentages of ownership interests must be reported to 
the Department. 


A school must report any changes that result in an individual or 
owner (including a corporation or unincorporated business entity) 
acquiring the ability to substantially affect the actions of the school. Such a 


change must be reported within 10 days of the change. A school owned by Ownership interest 
a publicly traded corporation must report the change within 10 days after | Ownership or ownership interest does 
the corporation learns of the change. Adherence to these requirements is not include an ownership interest held 


enforced during the institutional participation approval process, program by: 
reviews, and audit process. All schools are bound by these reporting , 
requirements, and substantial penalties may be imposed on schools that fail 


2. 
to comply with them. 
An individual or corporation has the ability to substantially affect the 3 
school’s actions when he, she, or it 
e — personally holds, or holds in partnership with one or more family 
members, at least a 25% ownership interest in the school; 
e personally represents (with voting trust, power of attorney, or proxy 
4. 


authority), or represents in partnership with one or more family 
members, any individual or group holding at least a 25% ownership 
interest in the school; 


e — is the school’s general partner, chief executive officer (or other 
executive officer), chief financial officer, individual designated as the 
lead program administrator for the FSA programs at the school, or a 
member of the school’s board of directors; or 


e _ is the chief executive officer (or other officer) for any entity that 
holds at least a 25% ownership interest in the school or is a member 
of the board of directors for such an entity. 


To ensure that its FSA program participation isn’t jeopardized, a school 
must report to the Department an ownership change (including the names 
of persons involved). On receiving the notification, the Department will 
investigate and notify the school whether a change in ownership resulting 
in a change of control has occurred that will require the school to submit a 
materially complete application. 


STEPS TO BE TAKEN DURING A CHANGE IN OWNERSHIP 


Steps to be taken by former owners 

If a school is changing control, the former owners must notify the 
Department about the change and the date it occurs, and provide any 
supporting information the Department requests. This must be at the same 
time that the owner notifies the school’s accrediting agency but no later 
than 10 days after the change occurs. (If the former owner fails to notify the 
Department, the prospective owner is responsible for doing so.) The current 
owner also must notify the state agency that licenses or approves the school. 
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a mutual fund that is regularly and 
publicly traded; 

a US. institutional investor as 
defined by the Securities and 
Exchange Commission; 

a profit-sharing plan of the school 
or its corporate parent (provided 
that all full-time permanent 
employees of the school or 
corporate parent are included in 
the plan); or 

an Employee Stock Ownership Plan 
(ESOP). 
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Audits and closeout procedures 
Although a separate financial aid 
compliance audit is not required 

when there is a change in ownership, 
structure, or governance, the 
prospective owner may choose to 

have the accounts audited before they 
are closed out. Questions about FSA 
accounts or closeout procedures should 
be addressed to the appropriate school 
participation division. 
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Steps to be taken by prospective owners 

The prospective owner should ask the former owner for copies of the 
school’s Eligibility and Certification Approval Report (ECAR), refund policy, 
return of FSA funds policy, any required default management plan, program 
reviews, audited financial statements (for at least the two most recently 
completed fiscal years), and compliance audits. The prospective owner will 
need this information to receive approval to participate. 


Accompanying the application must be audited financial statements for 
the school’s two most recently completed fiscal years (if the school has not 
yet submitted statements for those years), an audited balance sheet showing 
the financial condition of the school at the time of the change, and a default 
management plan (if required). Each participating school must demonstrate 
financial responsibility independently. If the entity that has acquired the 
school is an ongoing entity (partnership or corporation), the school must also 
submit completed audited financial statements of the acquiring entity for the 
last two consecutive fiscal years. For information on financial responsibility 
and submitting audited financial statements see Chapter 4. 


The school also must submit proof that its accreditation is continued 
under the new ownership or control, along with a photocopy of its state legal 
authorization under the new ownership. 


The school may not award FSA program funds until it receives a new 
PPA signed on behalf of the Secretary. 


Accepting liabilities and responsibility for return of funds 

If new owners acquire a school or if.a school is the result of the merger of 
two or more schools that formerly were operating separately, the new owner 
is liable for any debts that accrued from the former owner’s FSA program 
administration. A new owner accepts liability for any federal funds that were 
given to the school but that were improperly spent before the date the change 
in ownership, structure, or governance became effective. A new owner must 
also abide by the school’s refund and the FSA Return of Funds policy for 
students enrolled before the date the change became effective, and must 
honor all student enrollment contracts signed before the date of the change. 


Payments to eligible students 

Before the change in ownership, structure, or governance takes place, the 
former owner should make sure that all students receive any FSA payments 
already due them for the current payment period and that all records are 
current and comply with federal regulations. If the school needs additional 
funds for its students for the current payment period, it should request them 
and disburse them to all eligible students before the change takes place. 


The school loses its approval to participate in the FSA programs when 
the change takes place. Generally, a school may 


e use Pell or TEACH Grant or Campus-Based funds that it has 
received or request additional Pell Grant or Campus-Based funds 
from the Department to satisfy any unpaid commitment made to 
a student from the date the school’s participation ended until the 
scheduled completion date of the payment period; and 
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¢ credit a student’s account with the proceeds of a second or 
subsequent disbursement of a Direct Loan to satisfy any unpaid 
commitment made to the student under the Direct Loan Program 
from the date participation ends until the scheduled completion of 
that period of enrollment. (The proceeds of the first disbursement 
of the loan must have been delivered to the student or credited to 
the student’s account prior to the end of the participation.) 


The school must notify all new students that no federal aid funds can be 
disbursed until the school’s eligibility is established and a new PPA signed by 
the Department is received. 


Beginning on the date that the change becomes effective, the school 
may no longer award FSA funds. If the school’s prospective owners wish the 
school to participate in one or more of the FSA programs, the school must 
submit a materially complete application to the Department. 


The school can apply for preacquisition review (described in the previous 
section) and temporary provisional approval after the change in ownership 
(described in the next section). 


TEMPORARY APPROVAL FOR CONTINUED PARTICIPATION 


The Department, at its discretion, may permit a school undergoing 
a change in ownership that results in a change in control to continue to 
participate in the FSA programs on a provisional basis if the school meets the 
following specific requirement. 


The school must submit a materially complete application that must be 
received by the Department no later than 10 business days after the change 
becomes effective. A materially complete application for the purpose of 
applying for a temporary approval must include 


e acompleted application form; 


e acopy of the school’s state license or equivalent that was in effect on 
the day before the change in ownership took place; 


e acopy of the accrediting agency’s approval (in effect on the 
day before the change in ownership) that granted the school 
accreditation status including an approval of the nondegree 
programs it offers; 


e financial statements of the school’s two most recently completed 
fiscal years that are prepared and audited in accordance with the 
requirements of the generally accepted accounting principles 
(GAAP), published by the Financial Accounting Standards Board, 
and the generally accepted governmental auditing standards 
(GAGAS) published by the U.S. General Accounting Office 
(submitted via eZ-Audit at www.ezaudit.ed.gov); 
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Definition of commitment 

A commitment under the Pell and 
TEACH Grant programs occurs when 

a student is enrolled and attending 

the school and has submitted a valid 
student aid report to the school or 
when a school has received a valid 
institutional student information report. 


A commitment under the Campus- 
Based Programs occurs when a student 
is enrolled and attending the school 
and has received a notice from the 
school of the amount that he or she can 
expect to receive and how and when 
that amount will be paid. 

34 CFR 668.26(e)(1) 
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Temporary approval e 
Temporary approval 

Sec. 498(i)(4) of the HEA 

34 CFR 600.20(g) and (h) 

Audits 

34 CFR 668.23 


audited financial statements for the school’s new owner’s two most 
recently completed fiscal years that are prepared and audited in 
accordance with GAAP and GAGAS, or acceptable equivalent 
information for that owner (submitted via eZ-Audit at www.ezaudit. 
ed.gov); and 


a completed signature page, Section L. 


If the application is approved, the school participation division will 
send the school a Temporary Provisional Program Participation Agreement 
(Temporary PPA). The Temporary PPA extends the terms and conditions of 
the PPA that were in effect for the school before its change of ownership. 


The Temporary PPA expires on the earliest of the 


date that the Department signs a new program participation 
agreement; 


date that the Department notifies the school that its application is 
denied; or 


last day of the month following the month in which the change 
of ownership occurred unless the school provides the necessary 
documents described as follows. 


The Department can automatically extend the Temporary PPA ona 
month-to-month extension if, prior to the expiration date, the school submits 


a same day balance sheet showing the school’s financial position on 
the day the ownership changed, prepared in accordance with GAAP 
and audited in accordance with GAGAS; 


approval of the change of ownership from the school’s state agency 
that legally authorizes postsecondary education in that state (if not 
already provided); 


approval of the change of ownership from the school’s accrediting 
agency (if not already provided); and 


a default management plan that follows examples provided by the 
Department or notification that it is using ED’s plan or is exempt 
from providing a plan. 


REPORTING SUBSTANTIVE CHANGES 


A school is required to report changes to certain information on its 
approved application, as listed on the following pages. A school may also 
wish to expand its FSA eligibility and certification. Some of these changes 
require the Department’s written approval before the school may disburse 
the FSA program funds; others do not. 


If a change occurs in an E-App item not listed on the following pages, 
the school must update the information when it applies for recertification. 
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When the Department is notified of a change, if further action is needed, 
it will tell the school how to proceed, including what materials and what 
additional completed sections of the E-App need to be submitted. If a school 
has questions about changes and procedures, it should contact its school 
participation division. 


After receiving the required materials (and depending on the 
circumstances), the Department will evaluate the changes, approve or deny 
them, and notify the school. 


Approval required from accreditor and state agency 

For a change requiring written approval from the Department (unless 
otherwise noted) and for some changes that do not require written approval 
from the Department, a school must obtain approval from the appropriate 
accrediting agency and state authorizing agency. 


Notification of school closure or bankruptcy 

If a school closes or files for bankruptcy, the school must notify the 
Department within 10 calendar days of either event by sending a letter on the 
school’s letterhead that indicates the date the school closed or plans to close, 
or the date the school filed for bankruptcy, as appropriate. 


CHANGES TO LOCATION, BRANCH, OR CAMPUS 


The ECAR that the Department sends to the school lists the educational 
programs and locations that are eligible. (The eligibility of a school and its 
programs does not automatically include separate locations and extensions.) 
If, after receipt of the ECAR, a school wishes to add a location at which 
at least 50% of an educational program is offered, it must notify the 
Department. 


Eligibility of additional locations 
For purposes of qualifying as an eligible location, an additional location 
is not required to satisfy the two-year requirement unless 


e the location was a facility of another school that has closed or ceased. 
to provide educational programs for a reason other than a normal 
vacation period or a natural disaster that directly affects the school or 
the school’s students; 


e the applicant school acquired, either directly from the school that 
closed or ceased to provide educational programs, or through an 
intermediary, the assets at the location; and 


e the school from which the applicant school acquired the assets 
of the location is not making payments in accordance with an 
agreement to repay a liability for a violation of FSA program 
requirements. 


An additional location that falls into one of the aforementioned 


categories is not required to satisfy the two-year rule (see Chapter 1) if the 
applicant school agrees: 
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Electronic submission required 
Changes to previous applications, 
including changes in ownership, 
reporting, expanding eligibility, and 
certification, must be submitted to 
the Department through the E-App 
(www.eligcert.ed.gov). 


Teach-outs at closed school 
locations 

A school that conducts a teach-out 

at a site of a closed school may apply 
to have that site approved as an 
additional location if the closed school 
ceased operations and the Department 
has taken a limitation, suspension, 
termination, or emergency action, 
regardless of whether the Department 
took that action before or after the 
school closed. The teach-out must be 
approved by the school’s accrediting 
agency. 


The school that conducts the teach-out 
may establish a permanent additional 
location at the closed school without 
having to satisfy the 2-year requirement 
and without assuming the liabilities 
and cohort default rate of the closed 
institution, provided the schools are not 
commonly owned or managed. 

See 34 CFR 600.32(d), as amended on 
October 29, 2009, for further details. 
HEOA 2008, §496 , HEA §498 

Effective date: August 14, 2008 
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Notifying ED if school exceeds 
limitations on types of students 
If there is a change to any of a school's 
answers to the Yes/No questions in 
Section G of a submitted application 
(limitations on students who are 
enrolled without a high school diploma 
or equivalent, incarcerated students, 
and correspondence study), the school 
must notify ED via the E-App. ED 

will advise the school of its options, 
including whether the school might be 
eligible for a waiver. (See Chapter 4 for 
additional information.) 


Regulations 
Reporting 

34 CFR 600.21 
Approval required 

34 CFR 600.20(c)(1) 
Disbursing prohibited 
34 CFR 600.20(f)(3) 

34 CFR 600.21 (d) 


Liability for disbursements if 
change not approved 

If a school does not obtain ED approval 
for a new location, branch, program, or 
increase in program offering, the school 
is liable for all FSA funds it disburses 

to students enrolled at that location or 
branch or in that program. 
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e to be liable for all improperly expended or unspent FSA funds 
received by the school that has closed or ceased to provide 
educational programs, 


¢ to be liable for all unpaid refunds owed to students who received 
FSA funds, and 


e to abide by the policy of the school that has closed or ceased to 
provide educational programs regarding refunds of institutional 
charges to students in effect before the date of the acquisition of the 
assets of the additional location for the students who were enrolled 
before that date. 


Each site must be legally authorized. To apply for eligibility for an added 
location, the school must submit an E-App to the Department with the 
required application sections completed, a copy of the accrediting agency’s 
notice certifying that the new location is included in the school’s accredited 
status, and a copy of the state legal authorization from the state in which the 
additional site is physically located. 


Reporting a new location 

All schools are required to report (using the E-App) to the Department 
when adding an additional accredited and licensed location where they 
will be offering 50% or more of an eligible program if the school wants to 
disburse FSA program funds to students enrolled at that location. 


Schools must not disburse FSA program funds to students at a new 
location before the school has reported that location and submitted any 
required supporting documents to the Department. Once it has reported a 
new licensed and accredited location, unless it is a school that is required to 
apply for approval for a new location (see below), a school may disburse FSA 
program funds to students enrolled at that location. 


Applying for approval of a new location 

If a school meets one or more of the following criteria, it must apply for 
and wait for approval before disbursing FSA funds at an additional location 
where it will be offering 50% or more of an eligible program: 


¢ The school is provisionally certified. 


¢ The school is on the cash monitoring or reimbursement system of 
payment. 


¢ The school has acquired the assets of another school that provided 
educational programs at that location during the preceding year, and 
the other school participated in the FSA programs during that year. 


e The school would be subject to a loss of eligibility under the cohort 
default rate regulations if it adds that location. 


e The school was previously notified by the Department that it must 
apply for approval of an additional location. 
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Changes requiring written approval from ED 


All schools must report and wait for written approval from the U.S. Department of Education before 
disbursing funds when the following occur (the number in parentheses refers to the number of the 
question on the E-App): 


1. 


2, 
B: 


8. 
2), 
10. 


a change in accrediting agency (notify the Department when you begin making any 

change that deals with your school’s institution-wide accreditation) (#15); 

a change in state authorizing agency (#17); 

a change in institutional structure (#18); 

an increase in the level of educational programs beyond the scope of current approval 

(#26); 

the addition of accredited and licensed nondegree programs beyond the current approval 

(#27); 

the addition of short-term (300-599 clock-hour) programs (#27); 

changes to the FSA programs for which the school is approved* (Approvals from your 

accrediting agency and state authorizing agency are not required for this change.) (#37); 

a change in the type of ownership (#22-24); 

a change in ownership (#24); and 

the addition of an accredited and licensed location (#30) and when a school 

a. is provisionally certified; or 

b. is on the cash monitoring or reimbursement system of payment; or 

c. has acquired the assets of another school that provided educational programs at 
that location during the preceding year, and the other school participated in the FSA 
programs during that year; or 

d. would be subject to a loss of eligibility under the cohort default rate regulations (34 
CFR 668.188) if it adds that location; or 

e. has been advised by the Department that the Department must approve any new 
location before the school may begin disbursing FSA funds. 


When one of the changes that requires the Department's written approval occurs, a school must 
notify the Department. The school must apply to the Department for approval of the change via 
the E-App within 10 calendar days of the change (in the case of a change in ownership, 10 business 
days). As soon as the school has received approvals for the change from its accrediting agency and 
state authorizing agency, it must send to the Department: 


copies of the approval for the change, 
any required documentation, and 
Section L of the E-App containing the original signature of the appropriate person. 


* For TEACH Grants, select “Add TEACH Grants” and then use question 69 to explain the eligibility criteria that 
your school meets for TEACH participation. See DCL GEN 08-07. 
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Changes that do not require ED’s written approval 


Though they need not wait for the Department’s approval before disbursing funds, all schools must 
report the following information to the Department. 


change to name of the school* (#2) 
change to the name of a CEO, president, or chancellor (#10) 
change to the name of the chief fiscal officer or chief financial officer (#11) 
change in the individual designated as the lead program administrator (financial aid 
administrator) for the FSA programs (#12) 
change in governance of a public institution (#24) 
a decrease in the level of program offering (e.g., the school drops all its graduate programs) 
(#26) 
change from or to clock hours or credit hours (#27) 
address change for a principal location* (#29) 
name or address change for other locations* (#30) 
0. the closure of a branch campus or additional location that the school was required to report 
(#30) 
11. the addition of an accredited and licensed location under certain conditions 
(34 CFR 600.20(c)(1)) (#30) 
12. change to the school’s third-party servicers that deal with the FSA program funds (#58) 
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When one of these changes occurs, a school must notify the Department by reporting the change 
and the date of the change to the Department via the E-App within 10 calendar days of the change. 
In addition, a school must mail to the School Eligibility Service Group (see the address on the second 
page of this chapter): 


* any required supporting documentation, and 
+ Section L of the E-App containing the original signature of the appropriate person. 


Foreign school reporting on the E-App 


In addition to—or, where appropriate, instead of—the information listed above, a foreign school 
must report changes to its postsecondary authorization (#42), degree authorization (#43), program 
equivalence (#44), program criteria (#45), or to its U.S. administrative or recruiting office (#46). 


A foreign medical school must report changes to the facility at which it provides instruction (#47), its 
authorizing entity (#48), the approval of its authorizing entity (#49), the length of its program (#50), or 
the clinical or medical instruction that it provides in the U.S. (#51). It must report and wait for approval 
of an added location that offers all or a portion of the core clinical training or required clinical rotations 
unless the location is accredited by the Liaison Committee on Medical Education (LCME) or American 
Osteopathic Association (AOA). A foreign medical school must report, but is not required to wait for 
approval of, an added location that offers all or a portion of the clinical rotations that are not required; 
reporting of such a location is not required if the location is accredited by the LCME or AOA or if it is not 
used regularly but is chosen by students who take no more than two electives at the location for no 
more than a total of eight weeks. 


A foreign veterinary school must report changes to the clinical instruction that it provides in the United 
States (#57). 


* As soon as it has received approvals for the change from its accrediting agency and state 
authorization agency, a school must send the Department copies of the approvals for change. 
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The Department will review the information and will evaluate the 
school’s financial responsibility, administrative capability, and eligibility. 
Depending upon the circumstances, the Department may conduct an on-site 
review. If it approves the additional location, a revised ECAR and Approval 
Letter will be issued. The location is eligible as of the date of the Department’s 
determination. 


Changing the status of acampus or branch 

If a school wishes to seek approval for a branch campus, the school 
must submit a completed application with the required supplemental 
documentation (see the following list) on (1) the main campus and (2) the 
proposed branch campus. 


A branch campus of an eligible proprietary institution of higher 
education or postsecondary vocational school must be in existence for at 
least two years (after it is certified in writing by the Department as a branch 
campus) before seeking to be designated as a main campus or a freestanding 
school. 


CHANGES TO EDUCATIONAL PROGRAMS 


Adding a program—when a school may make eligibility 
determinations 

If a school adds an educational program after receiving its ECAR, there 
are three cases in which the school itself may determine the program’s 
eligibility, unless ED has provisionally certified the school or has notified the 
school that its growth has been restricted. The three cases are when 


« _ the added program leads to an associate, bachelor’s, professional, or  Gainful employment programs 
graduate degree (and the school has already been approved to offer “Gainful employment” refers to certain 
programs at that level), programs offered at public, private 

nonprofit, and proprietary institutions, 

e the added program is a graduate program or an undergraduate as defined in Chapter 2. 
program that requires enrolling students to have an associate degree 
or higher, and provides at least a 10-week (of instructional time) 
program of 8 semester hours or 12 quarter hours of instruction, and 
prepares students for gainful employment in the same or related 

FSA HB June 2016 


2-103 


Volume 2—School Eligibility and Operations 2016-2017 


Glossary/Acronyms CFR DCL 


CIP codes 

Classification of Instructional Programs 
(CIP) codes are developed by the U.S. 
Department of Education’s National 
Center for Education Statistics. 
(http://nces.ed.gov/ipeds/cipcode) 


Effects of closure of branch or 
additional location 

A school that is considering adding a 
branch or an additional location should 
include in its deliberations the effect 
that a closure of a branch or additional 
location might have on the school’s 
financial condition. 


If a branch or additional location of 
an institution closes and borrowers 
who attended the school obtain loan 
discharges by reason of the closure of 
the branch or location (or improper 
loan certifications), the Department 
will pursue recovery against the 
larger institution, its affiliates, and its 
principals. 

HEA 437(c)(1) 
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recognized occupation as an educational program that ED already 
has designated as an eligible program at the school, or 


e the added program is an undergraduate program that may admit 
students who have not completed the equivalent of an associate 
degree, and provides at least a 15-week (of instructional time) 
program of 16 semester hours, 24 quarter hours, or 600 clock hours, 
and prepares students for gainful employment in the same or related 
recognized occupation as an educational program that ED already 
has designated as an eligible program at the school. 


Before the school may determine these programs to be eligible and 
disburse funds to enrolled students, the school must have received both the 
required state and accrediting agency approvals. The school must include any 
“self-certified” programs on its next recertification application, and provide 
copies of the state and accreditor approvals. For new GE programs, the 
school must update the ECAR within 10 days. 


ED must approve all other added programs 

In all other cases, the eligibility of an added educational program must be 
determined by the Department before FSA program funds can be awarded. 
The school must submit an E-App with the appropriate sections completed 
and copies of the approval of the new program from its accrediting agency 
and state authorizing agency. The Department will evaluate the new program 
and the school. If the Department approves the additional program, a revised 
ECAR and Approval Letter is issued for the school, and the school is eligible 
as of the date of the Department’s determination. Only after receiving an 
Approval Letter may the school begin disbursing FSA funds to students 
enrolled in the program. For more on program eligibility, see Chapter 2. 


Updating a program 

The school must update information about its educational programs 
when completing its recertification application. This includes updating 
CIP codes, program names, and program lengths. A substantive change 
to a program may result in the creation of a new program. See page 21 
for guidance about updating GE program information on the E-App and 
renewing the program’s certification. 


CHANGES IN ACCREDITATION 


If a school decides to change its accrediting agency, it must notify the 
school participation division (SPD) when it begins the process of obtaining 
accreditation from the second agency. As part of this notice, the school 
must submit materials relating to its current accreditation and materials 
demonstrating a reasonable cause for changing its accrediting agency. If a 
school fails to properly notify the Department, the Department will no longer 
recognize the school’s existing accreditation. 
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Documentation required for approval 
of a branch campus 


The following required supplemental documentation must be submitted for the school 
participation division to make a determination as to whether a non-main campus educational 
site is an eligible branch campus: 


+ A statement listing the distance between the main institution and the applicant non- 
main campus educational site. 

+ State authorization of the quasi-independent status of the non-main campus 
educational site from the main institution in any of the following forms: applicable 
state law, state charter, university system organization document, or state department 
of education or state board or regents’ regulations or documentation. 

+ State authorization (in any of the four forms above) for the non-main educational site 
to have its own faculty and administrative staff, its own operating budget, and its own 
authority to hire and fire faculty and staff. 

+ — An official statement from the school describing the hiring authority of the non-main 
educational site. 

- Astatement from the main institution's primary accrediting agency indicating that it 
has accredited both the main institution and the non-main educational site through 
separate on-site visitations and that the non-main educational site’s accreditation is 
distinct yet dependent upon the main institution. 

+ A specific description of the relationship between the main campus of an institution 
of higher education and all of its branches, including a description of the student 
aid processing that is performed by the main campus and that is performed at its 
branches. 

+ The operating budget of the non-main campus educational site for the current year 
and the two prior fiscal years. 

+ Consolidated financial statements for the prior two years showing a breakdown of the 
applicant's financial circumstances. 


+ Other documents requested by the school participation division. 


If a school decides to become accredited by more than one accrediting 
agency, it must submit to the SPD (and to its current and prospective agency) 
the reasons for accreditation by more than one agency when it begins the 
process of obtaining that. Ifa school obtains additional accreditation and fails 
to properly submit those reasons to the Department, the Department will not 
recognize the school’s accredited status with either agency. 


If the Department ceases to recognize a school’s accreditation, the school 
is no longer eligible to award FSA program funds or take part in other 
programs under the Higher Education Act of 1965, as amended. 


If a school becomes accredited by more than one agency, it must notify 
its school participation division of which agency’s accreditation the school 
will use for determining its eligibility for the FSA programs. 
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Reporting self-determined 
programs on the E-App 

If you have added programs that 

you did not need to report to the 
Department, when you next apply for 
recertification, you must add those 
programs to your E-App. 


Consequences of erroneous self- 
determination 

If the school’s self-determination of 
eligibility for an educational program 

is found to be incorrect, the school 

is liable for all FSA program funds 
received for the program and all FSA 
program funds received by or for 
students enrolled in that program. 


Approval for 300-600 clock-hour 
programs 

The requirement to apply and wait for 
written approval from the Department 
continues to apply to programs that are 
at least 300 clock hours but less than 
600 clock hours. 


Changing accrediting agencies 
34 CFR 600.11 
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Loss of accreditation 

If a school loses its primary accreditation, it is ineligible to participate in 
the FSA programs and must notify the Department within 10 days of the loss 
of accreditation. (For any dispute involving the termination of accreditation, 
an accredited or preaccredited school must agree to submit to binding 
arbitration before initiating any other legal action.) However, if a school’s 
accrediting agency loses its recognition from the Department, the school has 
up to 18 months in which to obtain accreditation from another recognized 
agency. Other changes in accreditation may also jeopardize institutional 
participation. 


Change in institution-wide accreditation 

If the school decides to change its institution-wide accreditation, it must 
notify the Department when it begins the accreditation application process 
with a different agency. (Note that it must also notify the Department when 
it completes the process.) As part of the notice, the school must submit 
materials about its current accreditation and materials demonstrating 
reasonable cause for changing accreditation. If the school fails to notify the 
Department of the proposed change to its institution-wide accreditation, or 
if the school does not provide the materials just described, the Department 
will not recognize the school’s existing accreditation. If this happens, or if 
the school drops its association with its former accreditor before obtaining 
Department approval of the change, the school would no longer have 
accredited status and would no longer be eligible to award FSA funds. 


Therefore, when a school secures new institution-wide accreditation, it 
must notify the Department using the online electronic application (E-App). 
At that time, it must advise the Department which accrediting agency will be 
its accreditor for purposes of FSA gatekeeping. Only after the Department 
provides written notice that it recognizes the new accreditor as the 
institution’s primary accreditor should the school drop its association with its 
prior accreditor. 


Changing to accreditation by more than one institution-wide 
accrediting agency 

If the school decides to become accredited by more than one institution- 
wide accrediting agency, it must notify the Department when it begins the 
process of obtaining additional accreditation. 


As part of the notice, the school must report (in question 15 of the 
E-App) its current institution-wide accrediting agency, the prospective 
institution-wide accrediting agency, and the reason (in question 69 of the 
E-App) it wishes to be accredited by more than one agency. If the school 
obtains the additional institution-wide accreditation and fails to notify the 
Department of the reason for the additional accreditation, the Department 
will not recognize the school’s accredited status with either agency. This 
means the school would lose its accredited status and its eligibility to award 
FSA funds. 
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CHANGES TO THIRD-PARTY SERVICERS 


Schools are required to notify the Department of all third-party servicer 
contracts. If a school has submitted information regarding its third-party 
servicers as part of applying for certification or recertification, no additional 
submission is required. 


The school must promptly notify the Department of any of the following 
changes to servicer arrangements: 


e — the school enters into a contract with a new third-party servicer, 


e the school significantly modifies a contract with an existing third- 
party servicer, 


e the school or one of its third-party servicers terminates a contract, or 


e a third-party servicer ceases to provide contracted services, goes out 
of business, or files for bankruptcy. 


A school notifies the Department by updating Section J of the E-App 
within 10 days of the date of the change or action. This notification must 
include the name and address of the servicer and the nature of the change or 
action. 


A school is only required to submit a copy of its contract with a third- 
party servicer if the Department requests it. A school is not required to 
submit the contract as part of the recertification process. (See Chapter 3 for 
more information about contracts with third-party servicers.) 


FSA HB June 2016 


Programs for students with 
intellectual disabilities 

Schools must apply through the 
E-App and receive approval to add 
an eligible comprehensive transition 
and postsecondary program before 
awarding FSA funds to students with 
intellectual disabilities. 


Limitations for schools subject 
to “2-year rule” 

For schools subject to the 2-year rule 
(see Chapter 1), during the school’s 
initial period of participation in the FSA 
programs, ED will not approve adding 
programs that would expand the 
school’s eligibility beyond the current 
ECAR. An exception may be considered 
if the school can demonstrate that the 
program was legally authorized and 
continuously provided for at least two 
years prior to the date of the request. 


In addition, a school subject to the 
2-year rule may not award FSA funds 
to a student in a program that is not 
included in the school’s approval 
documents. 
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& School Reports 


CHAPTER 6 


‘This chapter describes information that a school must disclose to the public and report to 
the Department. This is information about: financial aid; the school’s campus, facilities, 
student athletes, and gainful employment programs; as well as campus security and 

fire safety, drug and alcohol abuse prevention, and programs about them. The chapter 
also discusses counseling for students receiving FSA loans and disclosures that must be 
made for private education loans. Additonal disclosure requirements that are specific to 


disbursements of FSA loans are described in Volume 4. 


AVAILABILITY OF INFORMATION 


Notice to enrolled students 

Each year a school must distribute to all enrolled students a notice of 
the availability of the information it must provide in the following general 
categories: 


e general disclosures for enrolled or prospective students, 
e annual security report and annual fire safety report, 


e report on athletic program participation rates and financial 
support data (Equity in Athletics Data or EADA), and 


e FERPA information (Family Educational Rights and Privacy Act of 
1974, discussed in Chapter 7). 


The notice must list and briefly describe the information and tell students 
how to obtain it. It must be provided on an individual basis through an 
appropriate mailing or publication, including direct mailing through the U.S. 
Postal Service, campus mail, or electronic mail. Posting on an Internet or 
intranet website does not constitute a notice. 


Web dissemination 
A school may meet the requirements for the general disclosures and the 
EADA, security, and fire safety reports by posting the information online. 


e Enrolled students or current employees—the school may post the 
information on an Internet website or an intranet website that is 
reasonably accessible to its students and employees. 


e Prospective students or prospective employees—the school may post 
the information on an Internet website. 


A school that uses Internet or intranet disclosure for this purpose must 
include in its annual notice to enrolled students the exact electronic address 
of the information and a statement that the school will provide a paper copy 
of the information on request. 
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HEA Sec. 485(f); 20 USC 1092 
Regulations: 34 CFR 668.41-49 
Notice to enrolled students: 34 CFR 
668.41 (c) 

Web dissemination: 34 CFR 668.41 (b), 
(c)(2), (e)(2) through (4), and (g)(1)(ii) 
Availability of school staff: 34 CFR 
668.44 


Sample notice of FERPA rights 
You can find a sample notification at 
ED’s FERPA website 
(www.ed.gov/policy/gen/guid/fpco/ 
ferpa/ps-officials.html). 


Suggestions for disseminating 
HEA-required information 

The National Postsecondary Education 
Cooperative (NPEC) issued Information 
Required to Be Disclosed Under the Higher 
Education Act of 1965: Suggestions for 
Dissemination (NPEC 2010-831). This 
publication is available at 
(http://nces.ed.gov). 

Note: NPEC was established by 

the National Center for Education 
Statistics in 1995 as a voluntary 
organization comprising federal 
agencies, postsecondary schools, 
associations, and others with an 

interest in postsecondary education 
data collection. The information and 
opinions in NPEC publications do not 
necessarily represent the policy or views 
of the U.S. Department of Education. 
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Assessing your school’s 
compliance 

To assess your school’s compliance 
with the provisions of this chapter, 

see the FSA Assessment module for 
“Consumer Information,” at (www. 
ifap.ed.gov/qahome/qaassessments/ 
consumerinformation.html). 


Civil penalty 

In addition to limiting, suspending, or 
terminating the participation of any 
school that fails to comply with the 
consumer information requirements, 
the Department may impose civil fines 
of up to $27,500 for each violation. 
Civil penalty 

Sec. 487(c)(3)(B) of the HEA 


General disclosures 

General disclosures: 34 CFR 668.41(d) 
Financial assistance: 34 CFR 668.42 
Institutional information: 34 CFR 668.43 
Completion/graduation rates: 34 CFR 
668.45 

Definitions: 34 CFR 668.41(a) and 
668.47(b) 


Explaining verification 

requirements 

Although it is not among the financial 

aid disclosures given to all students, 

you should be aware of the following 
information that must be provided in 
writing to students who are selected for 
verification: 

1. Documents required for 
verification. 

2. Student responsibilities—including 
correction procedures, deadlines 
for completing any actions 
required, and the consequences of 
missing the deadlines. 

3. Notification methods—how your 
school will notify students if their 
awards change as a result of 
verification and the time frame for 
such notification. 

34 CFR 668.53 
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With Internet or intranet distribution of the security and fire safety 
reports to current employees, a school must distribute to them by October 1 
of each year a notice that includes a statement of the reports’ availability, the 
exact electronic address at which they are posted, a brief description of their 
contents, and a statement that the school will provide a paper copy of the 
reports upon request. 


The same information must be included in a notice to prospective 
students and employees if a school decides to use the Web to provide annual 
security or fire safety reports to them. The difference is that there is no annual 
date for distribution of this notice; also note that the school must use an 
Internet, rather than an intranet, site. 


Availability of employees for information dissemination purposes 

A school must designate an employee or group of employees who shall 
be available on a full-time basis to assist enrolled or prospective students in 
obtaining information on the school, financial assistance, graduation and 
completion rates, security policies, and crime statistics, as described in the 
following sections. If the school designates one person, he shall be available 
upon reasonable notice to any enrolled or prospective student throughout 
the normal administrative working hours of the school. If more than one 
person is designated, their combined work schedules must be arranged so 
that at least one of them is available upon reasonable notice throughout the 
normal administrative working hours of the school. 


The Department may waive this requirement if the school’s total 
enrollment or the portion participating in the FSA programs is too small to 
necessitate an employee or group of employees being available on a full-time 
basis. The school must request this waiver from the Department. 


GENERAL STUDENT DISCLOSURES 

A school must make the following information available to any enrolled 
or prospective student through appropriate publications, mailings, or 
electronic media. 


Financial assistance available to students 

At a minimum, the school must publish and make readily available to 
current and prospective students a description of all the federal, state, local, 
private, and institutional need-based and non-need-based student financial 
assistance programs available to them. 


For each of these financial aid programs, the information provided by 
the school must describe 

e the procedures and forms by which students apply for assistance, 

e the student eligibility requirements, 


e the criteria for selecting recipients from the group of eligible 
applicants, and 


¢ the criteria for determining the amount of a student’s award. 
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The school may describe its own financial assistance programs by listing 
them in general categories. 


The school must also describe the rights and responsibilities of students 
receiving financial aid (and specifically federal aid). This description must 


include 


criteria for continued student eligibility under each program, 


satisfactory academic progress (SAP) standards that students must 
meet to receive financial aid and criteria by which those who have 
failed to maintain SAP may re-establish aid eligibility (see Volume 1), 


the method by which financial assistance disbursements will be made 
to students and the frequency of those disbursements, 


the way the school provides for Pell-eligible students to obtain 

or purchase required books and supplies by the seventh day of a 
payment period (see Volume 4 for conditions) and how the students 
may opt out. 


the terms of any loan received by students as part of their financial 
assistance package, a sample loan repayment schedule, and the 
necessity for repaying loans, 


the general conditions and terms applicable to any employment 
provided to students as part of their financial assistance package, 


the terms and conditions of the loans students receive under the 
Direct Loan and Perkins Loan programs, and 


the exit counseling information the school provides and collects as 
described later in this chapter. (Also see Volume 6 for Perkins Loans 
exit counseling.) 


Information about the school’s academic programs, 
costs, facilities, and policies 

At a minimum, the school must provide to enrolled and prospective 
students the following information about itself: 


Academic programs— 


the current degree programs and other educational and training 
programs. 


the instructional, laboratory, and other physical facilities that relate 
to the academic programs. 


the school’s faculty and other instructional personnel. 


any plans by the school to improve academic programs, upon a 
determination by the school that such a plan exists. 


a description of the written arrangements it has entered into (see 
Written Arrangements in Chapter 2). 


School costs— 
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tuition and fees charged to full-time and part-time students. 


Prospective student 

One who has requested from an eligible 
school information about enrolling 
there or who has been contacted by 
the school directly, or indirectly through 
advertising, about enrolling. 


Consumer information from the 
Department 

The Department is required to make 
available to schools, lenders, and 
secondary schools descriptions of the 
FSA programs to assist students in 
gaining information through school 
sources, and to assist schools in carrying 
out the FSA program requirements. 


We provide comprehensive student 
aid information to students and their 
families through the Student Aid on the 
Web site (http:// studentaid.ed.gov). 


Colleges and high schools may order 
bulk quantities of student/borrower 
publications such as the College 
Preparation Checklist from the FSA Pubs 
website (www.fsapubs.gov). 


Statutory requirement: 
HEA Sec. 485 


College affordability website 
The Department's College 

Affordability and Transparency Center 
(www.collegecost.ed.gov/) contains 
information for students, parents, and 
policymakers about costs at America’s 
colleges. The website allows users to 
view schools by sector with the highest 
and lowest tuition and net prices (the 
price of attendance after considering 
all grant and scholarship aid). It has 

the College Scorecard, which displays 
the typical student cost, graduation 
rate, loan default rate, and median 
borrowing amount for the school one 
types in. The site also links to the net 
price calculators for many schools and 
to the College Navigator website, which 
allows students to search for schools 
they might want to attend according to 
various criteria. 
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Net Price Calculator 

HEA Sec. 132(h)(3) and (4) 

The Net Price Calculator Information 
Center at (http://nces.ed.gov/ipeds/ 
Section/Net_price_calculator) 
provides the template as well as FAQs, 
a zipped file with links to other schools’ 
calculators, and resources for schools to 
develop their own calculators. See also 
GEN-13-07. 


Student access to accreditation/ 
approval documents 

The school must make available for 
review, upon request of any enrolled 
or prospective student, a copy of the 
documents describing the school’s 
accreditation and its state, federal, or 
tribal approval or licensing. 
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¢ — estimates of costs for necessary books and supplies. 
e — estimates of typical charges for room and board. 
¢ — estimates of transportation costs for students. 


¢ any added cost of a program a student is enrolled or interested in. 


Withdrawal procedures, refunds, and return of aid— 


¢ the requirements and procedures for officially withdrawing from the 
school. 


e any refund policy with which the school is required to comply for 
the return of unearned tuition and fees or other refundable portions 
of costs paid to the school. 


* asummary of the requirements for the return of FSA grant or loan 
funds (see Volume 5). 


Accreditation and licensure— 


e the names of associations, agencies, or governmental bodies that 
accredit, approve, or license the school and its programs. 


e the procedures by which documents describing that activity may be 
reviewed—the school must make available for review to any enrolled 
or prospective student a copy of the documents describing its 
accreditation, approval, or licensing. 


e contact information for filing complaints with its accreditor, its state 
approval or licensing entity, and any other relevant state official or 
agency that would appropriately handle a student’s complaint. 


Disability— 

e the services and facilities available to students with disabilities, 
including intellectual disabilities (see Volume 1 for a definition). 

FSA eligibility for study abroad— 


e astatement that a student’s enrollment in a program of study abroad 
approved for credit by the home institution may be considered 
enrollment at the home institution for the purpose of applying for 
assistance under the FSA programs. 


Transfer of credit policies— 


¢ any established criteria the school uses regarding the transfer of 
credit earned at another institution. 


¢ alist of postsecondary schools with which the school has established 
an articulation agreement. 
Contact information— 


e _ the titles of persons designated by the school to provide information 
to enrolled and prospective students and information regarding how 
and where those persons may be contacted. 
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Penalties and institutional policies on copyright infringement— 


* astatement that explicitly informs students that unauthorized 
distribution of copyrighted material, including unauthorized peer- 
to-peer file sharing, may subject the students to civil and criminal 


liabilities. 


e asummary of the penalties for violation of federal copyright laws 


(see the sample statement). 


Copyright information 

The sample statement and other 
copyright requirements are included in 
GEN 10-08. 

See Chapter 7 for the requirement to 
develop copyright policies: 

34 CFR 668.43(a)(10) 


e adescription of the school’s policies with respect to unauthorized 
peer-to-peer file sharing, including disciplinary actions that are taken 
against students who engage in illegal downloading or unauthorized 
distribution of copyrighted materials using the school’s information 


technology system. 


e the legal alternatives for downloading or otherwise acquiring 
copyrighted material, based on the school’s periodic review 
described in Chapter 7. (This information is to be provided through 


a website or other means.) 


Student activities— 


e information, which must be easily accessible on the school’s website, 


about the student activities the school offers. 


Student body diversity— 


e information about student body diversity, including the percentage 


of enrolled, full-time students who are (1) male, (2) female, (3) 
federal Pell grant recipients, and (4) self-identified members of a 


major racial or ethnic group. 


Vaccination policy 

Schools must make available to current 
and prospective students information 
about their vaccination policy. 

HEA Sec. 485(a)(1)(V) 


Sample statement of penalties for copyright infringement 


A school may use this sample statement to meet the requirement that it disseminate a summary of the penalties 
for violating federal copyright law. The use of this sample summary is optional. 


Summary of Civil and Criminal Penalties for Violation 
of Federal Copyright Laws 

Copyright infringement is the act of exercising, 
without permission or legal authority, one or more of 
the exclusive rights granted to the copyright owner 
under section 106 of the Copyright Act (Title 17 of the 
United States Code). These rights include the right to 
reproduce or distribute a copyrighted work. In the file- 
sharing context, downloading or uploading substantial 
parts of a copyrighted work without authority 
constitutes an infringement. 

Penalties for copyright infringement include civil 
and criminal penalties. In general, anyone found liable 
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for civil copyright infringement may be ordered to pay 
either actual damages or “statutory” damages affixed 

at not less than $750 and not more than $30,000 per 
work infringed. For “willful” infringement, a court may 
award up to $150,000 per work infringed. A court can, 
in its discretion, also assess costs and attorneys’ fees. For 
details, see Title 17, United States Code, Sections 504, 
505. 

Willful copyright infringement can also result in 
criminal penalties, including imprisonment of up to 
five years and fines of up to $250,000 per offense. For 
more information, please see the website of the U.S. 
Copyright Office at (www.copyright.gov). 
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Financial Aid Shopping Sheet 
See (www2.ed.gov/policy/highered/ 
guid/aid-offer/index.html) for more 
information, including links to guidance 
and implementation resources, and see 
DCL GEN-13-26 for the latest template 
and specifications. 


Reporting rates to IPEDS 

The graduation, completion, and 
transfer-out rates are reported 

through the Department's Integrated 
Postsecondary Education Data System 
(IPEDS) website. The IPEDS survey is 
conducted by the National Center 

for Education Statistics (NCES). More 
information is at (www.nces.ed.gov/ 
IPEDS). Survey forms, instructions, FAQs, 
worksheets, and other infomation are 
posted at (https://surveys.nces.ed.gov/ 
IPEDS/VisIndex.aspx). 


Information can only be reported to 
this system by the school’s designated 
“keyholder.” Schools may change 
keyholders any time during the year 

by contacting the IPEDS Help Desk at 
1-877-225-2568 or ipedshelp@rti.org or 
by contacting 


Tara Lawley 

202-245-7081 

Team Lead, IPEDS Operations 
550 12th St SW 

Washington, DC 20202 


College Navigator site 

Note that your school’s graduation rates 
are displayed on the IPEDS College 
Navigator site. 
(http://nces.ed.gov/collegenavigator) 
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Net price calculator 


All Title IV schools that enroll full-time, first-time degree- or certificate- 
seeking undergraduate students must have on their website a net price 
calculator. The net price is defined as the cost of attendance minus the 
average yearly grant and scholarship aid. The calculator provides estimated 
net price information to current and prospective students and should be 
based, as much as possible, on their individual circumstances. 


ED’s National Center for Education Statistics has developed a template 
that schools can use to create their own customized net price calculator, or 
they can develop their own calculator. If they develop their own, it must 
include at a minimum the same data elements found in the Department’s 
calculator template. 


Estimates produced by the net price calculator must be accompanied by 
a clear and conspicuous disclaimer stating that the estimate may change; that 
it does not represent a final determination or actual award; and that it is not 
binding on the Department, the school, or the state. The disclaimer must also 
include a link to the FAFSA website and state that students must complete 
the FAFSA to receive an actual Title IV financial aid award. 


‘The Financial Aid Shopping Sheet 


The Shopping Sheet is a resource to help consumers understand their 
educational costs and the aid available to meet those costs. It is a single page 
the Department developed that may be used as a stand-alone award letter 
or as a cover sheet with an institution’s existing award letter. The standard 
format helps consumers easily compare the cost of attendance and aid 
awards across schools. Use of the Shopping Sheet is voluntary, though we 
encourage institutions to adopt it for their students. Also, for schools that 
receive federal funds under the military and veterans educational benefits 
programs, use of the Shopping Sheet helps meet a disclosure requirement of 
Executive Order 13607 (see the end of Chapter 3). 


COMPLETION, GRADUATION, TRANSFER, RETENTION, AND 
PLACEMENT RATES 

Each year a school must determine the completion or graduation rate of 
its certificate- or degree-seeking, first-time, full-time undergraduate students 
and report it to the Department via the IPEDS website (see sidebar). 


If the school’s mission includes providing substantial preparation for 
students to enroll in another eligible school, it must also determine the 
transfer-out rate of its certificate- or degree-seeking, first-time, full-time 
undergraduate students. 


The annual rates are based on the 12-month period that ended August 
31 of the prior year. The rates will track the outcomes for students for 
whom 150% of the normal time for completion or graduation has elapsed. 
Normal time is the amount of time necessary for a student to complete all 
requirements for a degree or certificate according to the institution’s catalog. 
This is typically four years for a bachelor’s degree in a standard term-based 
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institution, two years for an associate degree in a standard term-based 
institution, and the various scheduled times for certificate programs. (See the 
IPEDS instructions for further details on calculating the rate.) 


A school must make these annual rates available to the public no later 
than July 1. With requests from prospective students, the information must 
be made available prior to them enrolling or entering into any financial 
obligation with the school. 


Retention, placement, and post-graduate study 
The school must also provide information on 


e Its retention rate reported to IPEDS. The information must be made 
available to prospective students requesting it prior to them enrolling 
or entering into any financial obligation with the institution. 


e The placement of, and types of employment obtained by, graduates 
of the school’s degree or certificate programs. Placement rate 
information may be gathered from state data systems, alumni or 
student satisfaction surveys, the school’s placement rate for any 
program, if it calculates such a rate, or other relevant sources. If the 
school calculates a placement rate, it must disclose that rate. 


¢ For any 4-year program at the school, the types of graduate 
and professional education in which its graduates enroll. This 
information may be gathered from state data systems, alumni or 
student satisfaction surveys, or other relevant sources. 


In the case of placement information and the types of graduate 
and professional education, the school must identify the source of the 
information as well as any time frames and methodology associated with it. 


DISCLOSURES AND GAINFUL EMPLOYMENT PROGRAMS 

A school must disclose certain information about each of its gainful 
employment programs to prospective students in the format of the GE 
Disclosure Template. The following is in effect only until December 31, 2016 
(content for disclosures under the new GE regulations will be included in an 
upcoming Federal Register notice): 


e the occupations that the program prepares students to enter (by 
occupation name and SOC code), with links to occupational profiles 
on the O*NET website (see sidebar); 


e the program length (the normal time to complete the program); 
e the on-time graduation rate for students completing the program; 


e _ the tuition and fees the school charges a student for completing 
the program within normal time, the cost of room and board if 
applicable, and the typical costs for books and supplies (unless those 
costs are included as part of tuition and fees); 


e the job placement rate for students completing the program; 
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Retention rates 
34 CFR 668.41and 45 


Optional calculations 

In addition to calculating the 

completion or graduation rate as 

described, a school may, but is not 
required to 

1. Calculate a completion or 
graduation rate for students who 
transfer into the school; 

2. Calculate a completion or 
graduation rate for students who 
have left school to serve in the 
armed forces, on official church 
missions, or with a foreign aid 
service of the federal government, 
such as the Peace Corps, or who are 
totally and permanently disabled; 
and 

3. Calculate a transfer-out rate, 
even if the school determines 
that its mission does not include 
providing substantial preparation 
for its students to enroll in another 
eligible school. 

34 CFR 668.45(f) 


GE disclosures 
34 CFR 668.6 and 668.412 


CIP & SOC codes 

Classification of Instructional Programs 
(CIP) codes are developed by the U.S. 
Department of Education’s National 
Center for Education Statistics. 

The Standard Occupational Classification 
(SOC) codes are listed on the 
Occupational Information Network 
(www.onetonline.org). 

You may identify the occupations for 
each of your programs by entering the 
programs full 6-digit CIP code on the 
O*NET crosswalk (www.onetonline.org/ 
crosswalk). Your school may provide 
Web links to a representative sample 

of the identified occupations (by name 
and SOC code) for which its graduates 
typically find employment within a few 
years after completing the program. 
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GE Disclosure Template (GEDT) 
34 CFR 668.6(b)(2)(iv) 

Schools must use the GEDT the 
Department developed 
(www2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/ 
negreg-summerfall.html) to 

create webpages with the required 
disclosure information for their gainful 
employment programs. The GEDT Quick 
Start Guide takes users through the 
steps to do that and is also at the above 
site. 


Additional information on IFAP 
The Gainful Employment page on 
IFAP includes links to frequently asked 
questions and resources such as 
electronic announcments, webinars, 
and regulatory materials. 
(http://ifap.ed.gov/ 
GainfulEmploymentinfo/) 
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e _ the median loan debt incurred by students who completed the 
program (separately by FSA loans, private educational loans, and 
institutional financing plans, as described later); and 


e other information the Department provided to the school about the 
program. 


Your school may include information on other costs, such as 
transportation and living expenses, but it must provide a Web link or access 
to the cost information discussed earlier. 


Disseminating information about gainful employment programs 
For each program the school must include the required information in 

promotional materials it makes available to prospective students, and it must 

prominently display the information in a simple and meaningful manner 

on the homepage of the program’s website. Any other webpage containing 

general, academic, or admissions information about the program must 

have a prominent and direct link to the single webpage that contains all the 

required information. 


Median loan debt 

As noted, schools must disclose the median loan debt incurred by 
students who complete a gainful employment program. ‘The disclosure must 
show the school’s calculation of median debt—broken down by debt from 
FSA (Direct and FFEL) loans, private education loans, and institutional 
financing—until the Department provides that information. 


Placement rates 
The placement rates for students completing a gainful employment 
program are to be determined as required by the state or accrediting agency. 


If the school is required by its accrediting agency or state to calculate 
a placement rate on a program basis, it must disclose the rate under this 
section and identify the accrediting agency or state agency under whose 
requirements the rate was calculated. If the accrediting agency or state 
requires a school to calculate a placement rate at the institutional level or 
other than a program basis, the school must use the accrediting agency or 
state methodology to calculate a placement rate for the program and disclose 
that rate. 


GE disclosure requirements as of January 1, 2017 

Schools must use the template provided by the Secretary to disclose 
information about each of their GE programs to enrolled and prospective 
students, and they must update the information in the template at least 
annually. The Department will identify the information that must be 
included in the template in a notice published in the Federal Register. 
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Promotional materials 

All promotional materials that a school makes available to prospective 
students and that identify or promote a GE program must prominently 
include the disclosure template or, where constraints prevent that, the URL 
of or a direct link to the disclosure template, provided that the URL or link 
is prominent, clear, and direct and the institution identifies it as “Important 
information about the educational debt, earnings, and completion rates 
of students who attended this program” or as otherwise specified by the 
Department in a Federal Register notice. 


Promotional materials include, but are not limited to, a school’s catalogs, 
invitations, flyers, billboards, and advertising on or through radio, television, 
print media, the Internet, and social media. The school must ensure that all 
promotional materials about a GE program are accurate and current at the 
time they are published, approved by a state agency, or broadcast. 


Direct distribution to prospective students 

Before a prospective student signs an enrollment agreement, completes 
registration, or makes a financial commitment to the school, it must provide 
him or someone on his behalf a copy of the disclosure template as a separate 
document. The disclosure template may be provided by hand delivery, as 
part of a group presentation, or via the email address the school uses to 
communicate with the prospective student about the program. 


If the school hand-delivers the disclosure template, it must obtain written 
confirmation from the prospective student or third party that he received a 
copy. If the school sends the disclosure template to the prospective student or 
third party by email, the school must 


e ensure that the disclosure template is the only substantive content in 
the email; 


e — receive electronic or other written acknowledgement from the 
prospective student or third party that he received the email; 


e _ send the disclosure template using a different address or delivery 
method if the email could not be delivered; and 


e maintain records of its efforts to provide the disclosure template. 


CAMPUS CRIME AND SAFETY INFORMATION 

A school must distribute annual campus security reports to its students 
and employees. If it maintains on-campus student housing, it must also 
disseminate an annual fire safety report. The reports that are disseminated 
to the school community must include descriptions of the school’s policies, 
procedures, and programs. These reports must include the campus security 
and fire safety statistics reported to the Department each year (explained later 
in this section). 
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Warnings about GE programs 
When GE programs are at risk of losing 
Title IV eligibility due to failing or zone 
debt-to-earnings rates, the school must 
warn students. See Chapter 4 for more 
information. 


Calculating the on-time 
graduation (completion) rate 
34 CFR 668.6(c) 

The above regulation explains how to 
calculate an on-time completion rate 
for GE programs: for the most recently 
completed award year, divide the 
number of students who completed 
the GE program within normal time 
by the total number of students who 
completed the program, and multiply 
the result by 100%. 


Example: The court reporting program 
at Krieger University is a GE program. 
During the 2014-2015 award year, 

140 students completed the program, 
and 105 of them completed in normal 
time. Divide 105 by 140 to get .75. Then 
multiply .75 by 100% to get 75%, which 
is the completion rate for this program. 
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Required contents of annual campus security and fire safety reports 


The Annual Security Report [34 CFR 668.46(b)] must 
include 


(1) The crime statistics submitted to the Department (see page 123). 


(2) A statement of current campus policies regarding procedures 
for students and others to report criminal actions or other 
emergencies occurring on campus. This statement must include 
the institution's policies concerning its response to these 
reports, including— 

. Policies for making timely warning reports to members of 
the campus community regarding the occurrence of crimes 
described in this chapter; 

. Policies for preparing the annual disclosure of crime statistics; 
and 

. A list of the titles of each person or organization to whom 
students and employees should report criminal offenses for 
the purpose of making timely warning reports and the annual 
statistical disclosure. (See page 120 for a list of criminal offenses 
that must be reported). 

. The policies or procedures that allow victims or witnesses to 
report crimes on a voluntary, confidential basis for inclusion in 
the annual disclosure of crime statistics. 


(3) A statement of current policies concerning security of and access 
to campus facilities, including campus residences, and security 
considerations used in the maintenance of campus facilities. 


(4) A statement of current policies concerning campus law 
enforcement that— 

. Addresses the enforcement authority of security personnel, 
including their relationship with state and local police agencies, 
whether those security personnel have the authority to arrest 
individuals, and any agreements, such as written memoranda of 
understanding between the institution and such agencies, for 
the investigation of alleged criminal offenses; 

. Encourages accurate and prompt reporting of all crimes to the 
campus police and the appropriate police agencies when the 
victim of a crime elects or is unable to make such a report; and 

. Describes procedures, if any, that encourage pastoral counselors 
and professional counselors, if and when they deem it 
appropriate, to inform the persons they are counseling of any 
procedures to report crimes on a voluntary, confidential basis for 
inclusion in the annual disclosure of crime statistics. 


(5) A description of the type and frequency of programs designed 
to inform students and employees about campus security 
procedures and practices and to encourage students and 
employees to be responsible for their own security and the 
security of others. 


(6) A description of programs designed to inform students and 
employees about the prevention of crimes. 


(7) A statement of policy concerning the monitoring and recording 
through local police agencies of criminal activity by students 
at off-campus locations of student organizations officially 
recognized by the institution, including student organizations 
with off-campus housing facilities. 


(8) A statement of policy regarding the possession, use, and sale 
of alcoholic beverages and enforcement of state underage 


drinking laws. 


(9) A statement of policy regarding the possession, use, and sale of 
illegal drugs and enforcement of federal and state drug laws. 
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(10) A description of any drug or alcohol abuse education programs, 


as described in this chapter. For the purpose of meeting this 
requirement, an institution may cross-reference the materials 
it uses to comply with the requirements later in this chapter. 


(11) A policy statement about the institution’s programs to prevent 


dating violence, domestic violence, sexual assault, and 

stalking and about the procedures the institution will follow 

when these crimes are reported. The statement must include 

A description of the institution’s educational programs and 

campaigns to promote the awareness of dating violence, 

domestic violence, sexual assault, and stalking [see 34 CFR 

668.46(j)]; 

Procedures victims should follow if a crime of dating violence, 

domestic violence, sexual assault, or stalking has occurred, 

including written information about 

1. The importance of preserving evidence that may help 
to prove that the alleged criminal offense occurred or to 
obtain a protection order; 

2. How and to whom the alleged offense should be 
reported; 

3. Options about the involvement of law enforcement and 
campus authorities, including notification of the victim's 
option to: notify those authorities, including on-campus 
and local police; be assisted by campus authorities in 
notifying law enforcement authorities; and decline to 
notify such authorities; and 

4. Where applicable, the rights of victims and the 
institution’s responsibilities for orders of protection, 
“no-contact” orders, restraining orders, or similar lawful 
orders issued by a criminal, civil, or tribal court or by the 
institution; 

Information about how the institution will protect the 

confidentiality of victims and others, including how it will 

1. Complete publicly available recordkeeping, including 
Clery Act reporting and disclosures, without using 
identifying information about the victim; and 

2. Keep confidential any protective measures for the victim, 
as long as that confidentiality would not impair the 
institution’s ability to provide those measures; 

A statement that the institution will provide written 

notification to students and employees about existing 

counseling, health, mental health, victim advocacy, legal 
assistance, visa and immigration assistance, student financial 
aid, and other services available for victims, both within the 
institution and in the community; 

A statement that the institution will provide written 

notification to victims about options for academic, living, 

transportation, and working situations or protective measures. 

The institution must make such accommodations if the victim 

requests them and they are reasonably available, regardless of 

whether he chooses to report the crime to campus police or 
local law enforcement; 

An explanation of the procedures for institutional disciplinary 

action in cases of these alleged crimes [see 34 CFR 668.46(k)]; 

and 

A statement that when a student or employee reports to the 

school that she has been a victim of dating violence, domestic 

violence, sexual assault, or stalking, the school will provide her 

a written explanation of her rights and options. 
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(12) A statement advising the campus community where law 
enforcement agency information provided by a state under 
42 USC 14071(j)), concerning registered sex offenders may 
be obtained, such as the law enforcement office of the 
institution, a local law enforcement agency with jurisdiction 
for the campus, or a computer network address. 


facility. 


(3) The number of fire drills held during the previous calendar year. 


(4) The institution's policies or rules on portable electrical 
appliances, smoking, and open flames in a student housing 


(5) The institution's procedures for student housing evacuation in 


(13) A description of the school’s emergency response and 
evacuation procedures (see page 124). 


the case of a fire. 


(6) The policies regarding fire safety education and training 


(14) A statement of the school’s policy regarding missing student 
notification procedures (see page 124). 


programs provided to the students and employees. In these 
policies, the institution must describe the procedures that 


students and employees should follow in the case of a fire. 


The Annual Fire Safety Report [34 CFR 668.49(b)] must 
include 


(7) For purposes of including a fire in the statistics in the annual fire 
safety report, a list of the titles of each person or organization 


to which students and employees should report that a fire 


(1) The fire statistics submitted to the Department. occurred. 


(2) A description of each on-campus student housing facility fire 
safety system. 


Crime log 
Schools must have policies that encourage complete, timely reporting of 


all crimes to the campus police and appropriate law enforcement agencies. If 


they have a campus police or security department, they must keep a written, 
easily understood, daily crime log. The log must list any crime by the date it 
was reported to the campus police or security department and that occurred 
within its Clery geography, as defined in the margin. The log must also 
include the nature, date, time, and general location of each crime and the 
disposition of the complaint if known. 


The school must make an entry or an addition to an entry to the log 
within two business days (Monday-Friday, except days when the school 
is closed) of the report of the information to the campus police or security 
department unless that disclosure is prohibited by law or would jeopardize 
the confidentiality of the victim. 


A school may withhold one or more of the required pieces of 
information if there is clear and convincing evidence that the release of the 
information would 


e jeopardize an ongoing criminal investigation or the safety of an 
individual, 

* cause a suspect to flee or evade detection, or 

e result in the destruction of evidence. 


However, the school must disclose any information withheld for any of 
these reasons once the adverse effect is no longer likely to occur. 


The school must make the crime log for the most recent 60-day period 
open to public inspection during normal business hours. The school must 
make any portion of the log older than 60 days available within two business 
days of a request for public inspection. 
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(8) Plans for future improvements in fire safety, if determined 
necessary by the institution. 


VAWA tools 

The Department of Justice website 
(www.changingourcampus.org) is 

an online clearinghouse of resources 
addressing sexual assault, domestic 
violence, dating violence, and stalking. 


The Department of Education also has 
an online list of resources that might 
help schools with their sexual assault 
training and prevention: 
(www?.ed.gov/documents/press-releases/ 
suggested-resources.pdf). 


Crime and fire data on the Web 
The campus crime and fire safety 
statistics for schools are at (http:// 
ope.ed.gov/security/). Crime statistics 
are also on the College Navigator site 
(http://nces.ed.gov/collegenavigator/). 


2-119 


Volume 2—School Eligibility and Operations 2016-2017 


Glossary/Acronyms CFR DCL 


Crimes to be reported 
34 CFR 688.46(c)(1) 


Clery/Campus Security Act 

The full title of the Clery Act is the 
Jeanne Clery Disclosure of Campus 
Security Policy and Campus Crime 
Statistics Act. It has been amended 
several times, most recently by 

the Violence Against Women 
Reauthorization Act of 2013 (VAWA) 
enacted March 7, 2013. Among other 
provisions, VAWA requires institutions 
to compile statistics for certain crimes 
that are reported to campus security 
authorities or local police agencies, 
including incidents of sexual assault, 
domestic violence, dating violence, and 
stalking. These crime statistics must be 
reported to the Department through 
the web-based data collection. Schools 
must also include certain policies, 
procedures, and programs pertaining 
to these crimes in their annual security 
reports. Final regulations to implement 
these statutory changes to the Clery Act 
were published on October 20, 2014, 
and went into effect on July 1, 2015. See 
DCL GEN-15-15 for a summary of major 
changes to the Clery Act regulations. 
HEA Sec. 485(f) 

20 U.S.C. 1092(f) 

34 CFR 668.46 
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Crimes to be reported 

A school must report to the Department and disclose in its annual 
security report statistics for the three most recent calendar years the 
number of each of the following crimes that occurred on or within its Clery 
geography (see the definition on page 121) and that are reported to local 
police agencies or to a campus security authority: 


1. Primary crimes, including criminal homicide (murder, non- 
negligent manslaughter, and negligent manslaughter); sex offenses 
(rape, fondling, incest, and statutory rape); robbery; aggravated 
assault; burglary; motor vehicle theft; arson; 


2. Arrests and referrals for disciplinary actions, including arrests 
for liquor law violations, drug law violations, and illegal weapons 
possession and persons not arrested for one of those offenses but 
who were referred for campus disciplinary action; 


3. Hate crimes, including the number of each type of primary crime 
listed above that is determined to be a hate crime and the number 
of the following that are determined to be hate crimes: larceny-theft, 
simple assault, intimidation, destruction/damage/vandalism of 


property; 


4, Dating violence, domestic violence, and stalking. 


Reported crimes must be recorded 

A school must include in its crime statistics all crimes listed above 
occurring on or within its Clery geography that are reported to a campus 
security authority for the purpose of Clery Act reporting. Clery Act 
reporting does not require initiating an investigation or disclosing personally 
identifying information about the victim. 


A school may not withhold or remove a reported crime from its crime 
statistics based on a decision by a court, coroner, jury, prosecutor, or other 
similar noncampus official. But a school may withhold or remove a reported 
crime from its statistics when sworn or commissioned law enforcement 
personnel have fully investigated the reported crime and have made a 
formal determination that the crime report is false or baseless and therefore 
unfounded. Only sworn or commissioned law enforcement personnel may 
“unfound” a crime report for these purposes. The recovery of stolen property, 
the low value of stolen property, the refusal of the victim to cooperate with 
the prosecution, and the failure to make an arrest do not unfound a crime 
report. 


A school must report to the Department and disclose in its annual 


security report statistics the total number of crime reports that were 
unfounded and subsequently withheld from its crime statistics. 
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Definitions related to crime reporting 


Clery geography—For the purpose of collecting 
statistics on the crimes listed on page 120, Clery 
geography includes buildings and property that are 
part of the institution’s campus, the institution’s non- 
campus buildings and property, and public property 
within or immediately adjacent to and accessible from 
the campus. 

When recording crimes in the crime log, Clery 
geography includes, in addition to the locations above, 
areas within the patrol jurisdiction of the campus police 


a person similarly situated to a spouse of the 
victim under the domestic or family violence laws 
of the jurisdiction receiving grant monies [under 
VAWA], or 

any other person against an adult or youth 

victim who is protected from that person’s acts 
under the domestic or family violence laws of the 
jurisdiction. 


Hate crime—a crime reported to local police 


agencies or to a campus security authority that shows 
evidence that the victim was intentionally selected 
because of the perpetrator’s bias against the victim. 
In their recording, schools must identify the actual 

or perceived category of the victim that motivated 
the crime. The categories are: race, gender, gender 
identity, religion, sexual orientation, ethnicity, national 
origin, and disability. 

Stalking—engaging in a course of conduct directed 
at a specific person that would cause a reasonable 
person to fear for his or her safety or the safety of 
others, or suffer substantial emotional distress. 
Programs to prevent dating violence, domestic 
violence, sexual assault, and stalking— 
Comprehensive, intentional, and integrated 
programming, initiatives, strategies, and campaigns 


or security department. 

Campus—any building or property owned or controlled 

by a school within the same reasonably contiguous 

geographic area and used by the school in direct 

support of, or in a manner related to, its educational 

purposes, including residence halls. 

Noncampus building or property—any building or 

property that is owned or controlled by 

«  astudent organization officially recognized by the 
school or 

+ — aschool and that is used in support of its 
educational purposes, is frequently used by 
students, and is not within the same reasonably 
contiguous geographic area of the school. 

On-campus student housing facility—a dormitory or 

other residential facility for students that is located ona _ intended to end dating violence, domestic violence, 

school’s campus. sexual assault, and stalking that 

Dating violence—violence committed bya personwho +  areculturally relevant, inclusive of diverse 


is or has been in a social relationship of a romantic or 
intimate nature with the victim; and where the existence 
of such a relationship shall be determined based on a 
consideration of the following factors: the length of the 
relationship, the type of relationship, and the frequency 
of interaction between the persons involved in the 
relationship. 


communities and identities, sustainable, 
responsive to community needs, and informed 
by research or assessed for value, effectiveness, or 
outcome; and 

consider environmental risk and protective 
factors as they occur on the individual, 
relationship, institutional, community, and 


societal levels. 
These include both primary prevention and awareness 
programs aimed at incoming students and new 


Domestic violence—a felony or misdemeanor crime of 
violence committed by 
+ acurrent or former spouse or intimate partner of 


the victim, employees, and ongoing prevention and awareness 
* — aperson with whom the victim shares a child in campaigns for current students and employees. See 
common, 34 CFR 668.46(j) for more information. 


* aperson who is cohabitating with or has 
cohabitated with the victim as a spouse or intimate 
partner, 
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Citations 

Crime log: 34 CFR 668.46(f) Sample statement of availability 

Fire safety log: 34 CFR 668.49 

Missing persons: 34 CFR 668.46(h) Schools may use the following sample notice from the Handbook for 
Emergency response & evacuation: Campus Safety and Security Reporting (www.ed.gov/admins/lead/safety/ 
34 CFR 668.46(g) handbook.pdf) to inform students and employees of the availability of its 


Combined Annual Security Report and Annual Fire Safety Report: 


GW is committed to assisting all members of the GW community in 
providing for theirown safety and security. The annual security and 
fire safety compliance document is available on the UPD website at 
http://gwired.gwu.edu/upd/compliance. 

If you would like to receive the combined Annual Security and Fire 
Safety Report which contains this information, you can stop by the 
University Police Department at 2033 G. Street, NW, Woodhull House, 
Washington, DC, 20052 or you can request that a copy be mailed to 
you by calling (XXX) XXX-XXXX. 

The website and booklet contain information regarding campus 
security and personal safety including topics such as: crime 
prevention, fire safety, university police law enforcement authority, 
crime reporting policies, disciplinary procedures and other matters 
of importance related to security and safety on campus. They also 
contain information about crime statistics for the three previous 
calendar years concerning reported crimes that occurred on campus; 
in certain off-campus buildings or property owned or controlled by 
GW; and on public property within, or immediately adjacent to and 
accessible from the campus. 

This information is required by law and is provided by The George 
Washington University Police Department. 


Fire log 

A school that has any on-campus student housing facility must maintain 
a written, easily understood log that records, by the date that the fire was 
reported, any fire that occurred in an on-campus student housing facility. 
This log must include the nature, date, time, and general location of each fire. 


The school must: 
e make an entry or an addition to an entry to the log within two 


business days of the receipt of the information, 


e make the fire log for the most recent 60-day period open to public 
inspection during normal business hours, and 


e make any portion of the log older than 60 days available within two 
business days of a request for public inspection. 


A school must annually submit a copy of the fire safety statistics to the 
Department and include the fire safety statistics in its annual report to the 
campus community. 
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Annual submission of campus security and fire safety statistics 

Each year in the late summer, the Department sends a letter to the 
school’s president or chief executive officer with information on accessing 
the Campus Safety and Security Survey website (https://surveys.ope.ed.gov/ 
security), where schools submit statistics for the crimes described on page 
120 and for fire safety (see below) for the three most recent calendar years 
that have available data. The website explains how to tabulate these statistics. 
The letter contains any changes to the survey, the collection dates for the 
survey, the name of the person who completed the reporting (the campus 
safety survey administrator) at the school the previous year, and a new ID 
and password for completing the survey. 


Schools with any on-campus student housing facility must submit 
annual fire safety statistics to the Department. The report must include 
statistics on the number and causes of fires, as well as fire-related injuries, 
death, and property damage for each on-campus student housing facility. The 
fire safety statistics are due at the same time as the crime statistics. 


Distributing security and fire safety reports to enrolled students 
and current employees 

By October 1 of each year, a school must distribute to all enrolled 
students and current employees its annual security report and fire safety 
reports through appropriate publications and mailings including 


e direct mailing to each individual through the U.S. Postal Service, 
campus mail, or electronic mail; 


e apublication or publications provided directly to each individual; or 


e posting on an Internet or intranet website (see conditions for Web 
distribution at the beginning of this chapter). 


The two reports can be published together or separately. If published 
together, the title of the document must clearly state that it contains both 
the Annual Security Report and the Annual Fire Safety Report. If published 
separately, each report must contain information on how to directly access 
the other report. 


Disseminating reports to prospective students and employees 
For each of the reports, the school must provide a notice to prospective 
students and prospective employees that includes a statement of the report’s 
availability, a description of its contents, and an opportunity to request a 
copy. A school must provide its annual security report and annual fire safety 
report, upon request, to a prospective student or prospective employee. 


If the school chooses to provide either its annual security report or 
annual fire safety report to prospective students and prospective employees 
by posting the disclosure on an Internet website, the school must follow the 
procedures for Web dissemination described earlier. 
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Bookstores and safety reporting 
If a school contracts with an entity to 
provide bookstore services and the 
bookstore is located on-campus, or 

if it is in any off-campus building or 
property owned or controlled by the 
school, the school must include the 
bookstore among the locations for 
which it reports campus crime and 
safety information as provided in 34 
CFR 668.46. For more information on 
campus safety reporting requirements, 
see The Handbook for Campus Safety and 
Security Reporting. 

DCL GEN-12-21 


Fire safety 

Fire safety requirements were added by 
the Higher Education Opportunity Act 
(HEOA) of 2008 

HEA 485(i) 

34 CFR 668.49 


Handbook for campus crime 
reporting 

To assist schools in fully complying 
with the Clery Act, the Department 
has developed The Handbook for 
Campus Safety and Security Reporting. 
The handbook defines the categories 
of crime and procedures for reporting 
them, as well as the requirements for 
timely warnings and maintenance 

of a daily crime log. The handbook is 
available at: 
(www.ed.gov/admins/lead/safety/ 
campus.html). 


Missing persons procedures— 
private right of action 

The requirements for a school to 
establish missing persons procedures 
do not provide a private right of 
action to any person to enforce a 
provision of the subsection or create a 
cause of action against any institution 
of higher education or any employee 
of the institution for any civil liability. 
HEA section 485(j) 
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Definition of “test” 

Regularly scheduled drills, exercises, and 
appropriate follow-through activities 
designed for assessment and evaluation 
of emergency plans and capabilities. 


———————— SS SS aa 
Publicizing procedures 

The school must publicize its 
emergency response and evacuation 
procedures in conjunction with at 

least one test per calendar year. The 
school must document each test with a 
description of the exercise, stating the 
date and time, and indicating whether it 
was announced or unannounced. 


Drug and alcohol prevention 
Drug-Free Schools and Communities 
Act (Public Law 101-226) 

Drug-Free Workplace Act of 1988 
(Public Law 101-690) 

34 CFR 84 Government-Wide 
Requirements for Drug-Free Workplace 
34 CFR 86 Drug and Alcohol Abuse 
Prevention 

34 CFR 668.14(c) 


Drug-Free Workplace 

The FSA requirements are derived from 
the 1989 Amendments to the Drug-Free 
Schools and Communities Acts of 1986 
and 1988. See Public Law 101-226. 


Because a school applies for and 
receives its Campus-Based allocation 
directly from the Department, the 
school is considered to be a federal 
grant recipient and as such is required 
to make a good faith effort ona 
continuing basis to maintain a drug-free 
workplace. 

34 CFR Part 84 

Also see the Drug-Free Workplace Act 
of 1988 (Public Law 101-690) 
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Missing persons procedures 

A school that provides on-campus student housing must establish a 
missing student notification policy and include a description of the policy in 
its annual security report to the campus community. The policy must 


e include a list of titles of the persons or organizations to which 
students, employees, or other individuals should report that a 
student has been missing for 24 hours; 


e require that any missing student report be referred immediately 
to the school’s police or campus security department (if the school 
doesn’t have such a department, it must refer the report to the local 
law enforcement agency that has jurisdiction in the area); and 


¢ include an option for each student to identify a contact person 
or persons whom the school shall notify within 24 hours of a 
determination (by the school’s police or campus security department 
or the local law enforcement agency) that the student is missing. 


Students must be advised that 


e their contact information will be registered confidentially, that 
this information will be accessible only to authorized campus 
officials, and that it may not be disclosed, except to law enforcement 
personnel in furtherance of a missing person investigation; 


e if they are under 18 years of age and not emancipated, the school 
must notify a custodial parent or guardian within 24 hours of the 
determination that the student is missing, in addition to notifying 
any additional contact person designated by the student; and 


e — the school will notify the local law enforcement agency within 
24 hours of the determination that the student is missing unless 
the local law enforcement agency was the entity that made the 
determination that the student is missing. 


When a student who resides in an on-campus student housing facility is 
determined to have been missing for 24 hours, the school must notify within 
24 hours 


e the contact person (if the student has designated one), and 


e the student’s custodial parent or guardian (if the student is less 
than 18 years old and is not emancipated). 


In all cases, the school must inform the local law enforcement agency 
that has jurisdiction in the area within 24 hours that the student is 
missing. 


Emergency response and evacuation 

A school must develop emergency response and evacuation procedures 
and include a description of its procedures in its annual security report to the 
campus community. 
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A school must develop procedures to immediately notify the campus 
community upon the confirmation of a significant emergency or dangerous 
situation involving an immediate threat to the health or safety of students or 
employees occurring on the campus. 


At a minimum, schools must have procedures to 


e confirm that a significant emergency or dangerous situation (as 
described above) exists; 


¢ determine the appropriate segment or segments of the campus 
community to receive a notification, the content of the notification; 
and to initiate the notification system; 


¢ disseminate emergency information to the larger community; and 


e — test the emergency response and evacuation procedures on at least 
an annual basis, including announced or unannounced tests. 


The school must compile a list of the titles of those persons or 
organizations responsible for determining whether an emergency or 
dangerous situation exists and who are authorized to initiate the notification 
process and include this information in the annual report. 


In an emergency or a dangerous situation, a school must, without delay 
and accounting for the safety of the community, determine the content of the 
notification and initiate the notification system unless issuing a notification 
will, in the judgment of responsible authorities, compromise efforts to assist a 
victim or contain, respond to, or otherwise mitigate the emergency. 


Timely warning and emergency notification 

A school must, in a manner that is timely, that withholds as confidential 
the names and other identifying information of victims, and that will aid in 
the prevention of similar crimes, report to the campus community on crimes 
that are 


e included in its campus crime statistics (see the list on page 120), or 


e — reported to local police agencies or to campus security authorities (as 
identified under the school’s statement of current campus policies), 
and 


e considered by the school to represent a threat to students and 
employees. 


A school is not required to provide a timely warning with respect to 
crimes reported to a pastoral or professional counselor. 


If there is an immediate threat to the health or safety of students 
or employees occurring on campus, a school must follow its emergency 
notification procedures. A school that follows its emergency notification 
procedures is not required to issue a timely warning based on the same 
circumstances; however, the school must provide adequate follow-up 
information to the community as needed. 
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Notice of penalties 

A school must provide to every student 
upon enrollment a separate, clear, 

and conspicuous written notice with 
information on the penalties associated 
with drug-related offenses. For students 
who have lost Title IV eligibility due 

to drug convictions, the school must 
provide a separate, clear notice of 

the loss and how to regain eligibility. 
See Volume 1 of the Handbook for 
information about losing and regaining 
eligibility in these cases. 

HEA section 485(k) 


Drug and alcohol abuse 
prevention programs 

These requirements are found in 34 
CFR 86—Drug and Alcohol Abuse 
Prevention. 

The regulations published in the 
Federal Register, August 16, 1990, offer a 
number of suggestions for developing a 
drug prevention program. 


Measuring the effectiveness of 
prevention programs 

The effectiveness of a school’s 
prevention program may be measured 
by tracking the number of drug- and 
alcohol-related disciplinary actions, 
treatment referrals, and incidents 
recorded by campus police or other law 
enforcement officials. 


You may also find it useful to track 

the number of students or employees 
attending self-help or other counseling 
groups related to alcohol or drug abuse 
and to survey student, faculty, and 
employee attitudes and perceptions 
about the drug and alcohol problem on 
campus. 


Failure to have a prevention 
program 
34 CFR 86.301 
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Additional sources of 
information 

The following resources are available for 
schools that are developing prevention 
programs: 

The Drug-Free Workplace Helpline— 
Provides information to private entities 
about workplace programs and 

drug testing. Proprietary and private 
nonprofit schools may call this line 
(1-800-967-5752). 
(www.samhsa.gov/workplace) 


Substance Abuse & Mental Health 
Services Administration—SAMHSA 
(U.S. Department of Health & Human 
Services) 

Treatment and Referral Hotline 
1-800-662-HELP (1-800-662-4357) 
Publications: 
(http://store.samhsa.gov/home) 


Equity in Athletics Disclosure Act 
(EADA) 

HEA Section 485(e) and (g) 

20 USC 1092 

34 CFR 668.41(g) 

34 CFR 668.47 


EADA data on the Web 

The Department posts the EADA reports 
for participating schools on the Web at 
(http://ope.ed.gov/athletics/). 
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DRUG AND ALCOHOL ABUSE PREVENTION 

A school that participates in the FSA programs must provide to its 
students, faculty, and employees information to prevent drug and alcohol 
abuse, and it must also have a drug and alcohol prevention program, as 
discussed later. 


In addition, a school that participates in the Campus-Based Programs 
must have a drug-free awareness program for its employees that includes 
a notice to them of unlawful activities and the actions the school will take 
against an employee who violates these prohibitions. 


Information to be included in drug prevention materials for 
students and employees 
A school must provide the following in its materials: 


e — standards of conduct that clearly prohibit, at a minimum, the 
unlawful possession, use, or distribution of drugs and alcohol by 
students and employees on the school’s property or as part of the 
school’s activities; 


e adescription of the sanctions under local, state, and federal law for 
unlawful possession, use, or distribution of illicit drugs and alcohol; 


e adescription of any drug and alcohol counseling, treatment, or 
rehabilitation programs available to students and employees; 


e a description of the health risks associated with the use of illicit drugs 
and alcohol; and 


e aclear statement that the school will impose sanctions on 
students and employees for violations of the standards of conduct 
(consistent with local, state, and federal law) and a description 
of these sanctions, up to and including expulsion, termination of 
employment, and referral for prosecution. 


Distribution of materials to all students and employees 

The school may include this information in publications such as student 
or employee handbooks, provided that these publications are distributed 
to each student and employee. Merely making drug prevention materials 
available to those who wish to take them is not sufficient. The school must 
use a method that will reach every student and employee, such as the method 
used to distribute grade reports or paychecks. 


The school must distribute these materials annually. If new students 
enroll or new employees are hired after the initial distribution for the year, 
the school must make sure that they also receive the materials. 


Drug & alcohol abuse prevention program 

Every participating school must certify that on the date it signs the 
Program Participation Agreement it has a drug and acohol abuse prevention 
program in operation that is accessible to any officer, employee, or student 
at the school. The program adopted by the school must include an annual 
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distribution to all students, faculty, and staff of information concerning drug 
and alcohol abuse and the school’s prevention program. 


A school must review its program once every two years to determine its 
effectiveness and to ensure that its sanctions are being enforced. As a part of 
this biennial review, the school must determine 


e the number of drug and alcohol-related violations and fatalities that 
occur on a school’s campus or as part of any of the school’s activities 
and that are reported to campus officials; and 


e the number and type of sanctions that are imposed by the school as 
a result of drug and alcohol-related violations and fatalities on the 
school’s campus or as part of any of the school’s activities. 


The school must make available upon request the results of the review as 
well as the data and methods supporting its conclusions. 


If a school does not certify that it has a prevention program or fails to 
carry out a prevention program, the Department may terminate any or all 
forms of federal financial aid to the school and may require it to repay any or 
all federal financial aid that it received while not in compliance. 


Drug-Free Workplace requirements for Campus-Based schools 
A school that participates in the Campus-Based Programs must take 
certain steps to provide a drug-free workplace, including 


e establishing a drug-free awareness program to provide information 
to employees, 


e distributing a notice to its employees of prohibited unlawful activities 
and the school’s planned actions against an employee who violates 
these prohibitions, and 


e notifying the Department and taking appropriate action when it 
learns of an employee’s conviction under any criminal drug statute. 


A school’s administrative cost allowance may be used to help defray 
related expenses, such as the cost of printing informational materials given 
to employees. The administrative cost allowance is discussed in Volume 6: 
Campus-Based Programs. 


The drug-free workplace requirements apply to all offices and 
departments of a school that receives Campus-Based funds. Organizations 
that contract with the school are considered subgrantees not subject to the 
requirements of the Drug-Free Workplace Act. 


INFORMATION ABOUT ATHLETICS 


The EADA Report 

The Equity in Athletics Disclosure Act (EADA) requires a school that 
has an intercollegiate athletic program to make prospective students aware 
of its commitment to providing equitable athletic opportunities for its male 
and female students. As part of this requirement, each fall schools must 
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Waiver of completion/ 
graduation data calculation 

A school does not have to calculate 
and make available its completion or 
graduation rate (and, if applicable, 
transfer-out rate) if it isa member of an 
athletic association or conference that 
has voluntarily published completion 
or graduation rate data or has agreed 
to publish data and ED has granted a 
waiver of the requirements to provide 
these rates to coaches and guidance 
counselors. 


To receive a waiver, your school or its 
athletic association or conference must 
submit a written application to ED 

that explains why it believes the data 
the athletic association or conference 
publishes are accurate and substantially 
comparable to the information required 
by this section. 


Even if the waiver is granted, your 
school must comply with the 
requirements of §668.41(d)(3) (upon 
request, providing its retention rate to a 
prospective student) and (f) (providing 
retention rates and completion or 
graduation rates for prospective 
student athletes and their parents, high 
school coach, and guidance counselor). 
34 CFR 668.45(e)(1) 


Definitions 

Undergraduate students—For purposes 
of §668.45 and 668.48 (completion 

and graduation rates for students 

and student athletes) only, means 
students enrolled in a bachelor’s degree 
program, an associate degree program, 
or a vocational or technical program 
below the baccalaureate. 

34 CFR 668.41 (a) 


Certificate or degree-seeking student—a 
student enrolled in a course of credit 
who is recognized by the institution as 
seeking a degree or certificate. 
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Exception to providing 
completion/ graduation rates for 
student athletes 

A school does not have to provide a 
report on completion or graduation 
rates to the prospective student athlete 
and the athlete’s parents, high school 
coach, and guidance counselor, if— 

(A) The institution is a member of a 
national collegiate athletic association, 
(B) The association compiles data 

on behalf of its member institutions, 
which ED determines are substantially 
comparable to those required by 
§668.48(a), and 

(C) The association distributes the 
compilation to all secondary schools in 
the United States. 

34 CFR 668.41 (f) 


Textbook information 

The statutory requirement regarding 
textbook disclosures was described in 
DCL GEN-08-12. Further guidance was 
given in GEN-10-09. Also note that the 
law requires textbook publishers to 
provide information to faculty about 
pricing, copyright dates of previous 
editions, content revisions, alternate 
formats, etc. 

HEA section 133 


Loan counseling and disclosures 
to borrowers 

DL: 34 CFR 685.304 

Perkins: 34 CFR 674.16(a) 

See also DCL GEN-16-05 about the 
Perkins Loan Extension Act of 2015 for 
Perkins disclosures in addition to those 
in the regulation cited above. 
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make certain information available to students, prospective students, and 
the public in easily accessible places and must also report the information to 
the Department. The annual report, officially called The Report on Athletic 
Program Participation Rates and Financial Support Data and commonly 
referred to as the EADA Report, must include information on 


e the number of male and female full-time undergraduate students 
that attended the school (undergraduate students are those who 
are consistently designated as such by the school), 


e the total amount and ratio of athletically related student aid 
awarded to male athletes compared to female athletes, 


e the expenses incurred by the school for men’s and women's sports, 
e total annual revenues for men’s or women’s sports, 


e the annual school salary of non-volunteer head coaches and 
assistant coaches for men’s and women’s teams, and 


¢ for each varsity team in intercollegiate competition, the number 
and gender of participants and coaches, operating expenses, etc. 


A school must publish its EADA report by October 15 and make it 
available upon request to students, prospective students, and the public. 
For example, a school may make hard copies of the report available in 
intercollegiate athletic offices, admissions offices, or libraries, or by providing 
a copy to all students in their electronic mailbox. 


A school must provide the report promptly to anyone who requests 
the information. For example, a school may not refuse to provide a copy of 
the report to the news media, and the school may not require an individual 
requesting the information to come to the school to view the report. A school 
may not charge a fee for the information. 


A school must submit its equity in athletics report to the Department 
via the EADA survey website (https://surveys.ope.ed.gov/athletics) annually 
within 15 days of making it available to students, prospective students, and 
the public. Note that a password and user ID are required for use of this 
website. They are sent by the Department to the chief administrator at the 
school. For help with this site, contact eadahelp@westat.com. 


For specific categories and reporting rules, please see the EADA User's 
Guide for the online survey. 


Completion and graduation rates for student athletes 
Schools that offer athletically related student aid must produce an annual 
report that includes: 


e The number of students, categorized by race and gender, who 
attended the school in the year prior to the submission of the report. 


e The number of the students above who received athletically related 
student aid, categorized by race and gender within each sport. 
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e The completion or graduation rate and, if applicable, transfer- 
out rate of all the entering, certificate- or degree-seeking, full- 
time, undergraduate students described in 34 CFR §668.45(a)(1), 
categorized by race and gender. 


e The completion or graduation rate and, if applicable, transfer-out 
rate of the entering students described in §668.45(a)(1) who received 
athletically related student aid, categorized by race and gender within 
each sport. 


e The average completion or graduation rate and, if applicable, 
transfer-out rate for the four most recent completing or graduating 
classes of entering students described in $668.45(a)(1), (3), and (4), 
categorized by race and gender. If a school has rates for fewer than 
four of those classes, it must disclose the rates it has. 


e The average completion or graduation rate and, if applicable, 
transfer-out rate of the four most recent completing or graduating 
classes of entering students described in $668.45 (a)(1) who received 
athletically related student aid, categorized by race and gender within 
each sport. Ifa school has rates for fewer than four of those classes, it 
must disclose the rates it has. 


A school must provide this report to prospective student athletes, 
their parents, high school coach, and guidance counselor (see the sidebar 
exception). The school must also submit this report to the Department each 
year by July 1 through the IPEDS website. 


The definition of athletically related student aid used here is the same 
definition that is also used for the EADA disclosure requirements. The 
definitions of certificate- or degree-seeking students, first-time undergraduate 
students, undergraduate students, and normal time are the same as those 
used for the calculation of completion or graduation and transfer-out rates 
for a school’s general student body cohort. 


TEXTBOOK INFORMATION 

To the maximum extent practicable, a school must post verified textbook 
pricing information for both required and recommended materials for all 
classes (i.e., not just the school’s online classes) on the schedule that the 
school has posted online. 


This pricing information must include the International Standard Book 
Number (ISBN) and retail price for all required and recommended textbooks 
and supplemental materials for each course listed in the institution’s course 
schedule used for preregistration and registration. If the ISBN is not available, 
the pricing information must include the publisher and copyright date, as 
well as the title and author. If the school determines that disclosure of this 
pricing information is not practicable, it may substitute the designation “To 
Be Determined (TBD)” in lieu of the required pricing information. 


If applicable, the school must include on its written course schedule a 
reference to the textbook information available on its Internet schedule and 


the Internet address for that schedule. 
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Special PLUS loan counseling 
Beginning on March 29, 2015, special 
loan counseling is required for any 
PLUS Loan applicant, student or parent, 
who has an adverse credit history but 
who qualifies for a PLUS Loan either 

by getting a loan endorser or being 
reconsidered due to extenuating 
circumstances. While the counseling is 
mandatory only for these borrowers, 
the Department offers voluntary 
counseling for all PLUS borrowers. Note 
that this special counseling is separate 
from the entrance counseling that all 
graduate and professional student PLUS 
Loan borrowers must complete. See 

34 CFR 685.304(a)(2) and the electronic 
announcement from January 27, 2015. 


Loan counseling materials 
Schools can order counseling 
materials, such as the entrance and exit 
counseling guides, from the FSA Pubs 
website at (www.fsapubs.gov). 


Alternative entrance counseling 
approaches 

The DL regulations explain how a school 
may adopt alternative approaches as a 
part of its quality assurance plan; see 34 
CFR 685.304(a)(8). 


Updating borrower information 
A Direct Loan school should send 
updated borrower information 
obtained during school-provided exit 
counseling to the federal loan servicer 
to whom the loan has been assigned. 
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DL Entrance Counseling—Required Elements 


Entrance counseling for Direct Subsidized and Unsubsidized 
Loans 34 CFR 685.304(a)(6) 


Entrance counseling for Direct Subsidized and Unsubsidized loan 
borrowers must: 


(i) 
(ii 


(iii) 


(iv) 


(v) 


(vi) 


(vii) 


Explain the use of a master promissory note (MPN); 
Emphasize to the borrower the seriousness and 
importance of the repayment obligation the student 
borrower is assuming; 

Describe the likely consequences of default, including 
adverse credit reports, delinquent debt collection 
procedures under federal law, and litigation; 
Emphasize that the student borrower is obligated to 
repay the full amount of the loan even if the student 
borrower does not complete the program, does not 
complete the program within the regular time for 
program completion, is unable to obtain employment 
upon completion, or is otherwise dissatisfied with or 
does not receive the educational or other services that 
the student borrower purchased from the school; 
Inform the student borrower of sample monthly 
repayment amounts based on— 

(A) A range of student levels of indebtedness of 

Direct Subsidized Loan and Direct Unsubsidized Loan 
borrowers or student borrowers with Direct Subsidized, 
Direct Unsubsidized, and Direct PLUS Loans, depending 
on the types of loans the borrower has obtained; or 

(B) The average indebtedness of other borrowers in the 
same program at the same school as the borrower; 


To the extent practicable, explain the effect of accepting 
the loan to be disbursed on the eligibility of the 
borrower for other forms of student financial assistance; 
Provide information on how interest accrues and is 
capitalized during periods when the interest is not paid 
by either the borrower or the Secretary; 


(viii) Inform the borrower of the option to pay the interest 


(ix) 


(x) 


(xi) 


(xii) 


(xiii 
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on a Direct Unsubsidized Loan while the borrower is in 
school; 

Explain the definition of half-time enrollment at the 
school, during regular terms and summer school, if 
applicable, and the consequences of not maintaining 
half-time enrollment; 

Explain the importance of contacting the appropriate 
offices at the school if the borrower withdraws prior 

to completing the borrower's program of study so 

that the school can provide exit counseling, including 
information regarding the borrower's repayment options 
and loan consolidation; 

Provide information on the National Student Loan Data 
System (NSLDS) and how the borrower can access the 
borrower's records; 

Provide the name of and contact information for the 
individual the borrower may contact if the borrower 
has any questions about the borrower's rights and 
responsibilities or the terms and conditions of the loan; 
and 

For first-time borrowers, explain the limitation on 
eligibility for Direct Subsidized Loans and possible 
borrower responsibility for accruing interest, including— 


(A) 


(B) 


(C) 


(D) 


The possible loss of eligibility for additional Direct 
Subsidized Loans; 

How a borrower's maximum eligibility period, 
remaining eligibility period, and subsidized usage 
period are calculated; 

The possibility that the borrower could become 
responsible for accruing interest on previously received 
Direct Subsidized Loans and the portion of a Direct 
Consolidation Loan that repaid a Direct Subsidized 
Loan during in-school status, the grace period, 
authorized periods of deferment, and certain periods 
under the Income-Based Repayment and Pay As You 
Earn Repayment plans; and 

The impact of borrower responsibility for accruing 
interest on the borrower’s total debt. 


Entrance counseling for graduate or professional students 
(Direct PLUS Loan borrowers) 
34 CFR 685.304(a)(7) 


Entrance counseling for graduate or professional student Direct 
PLUS loan borrowers must: 


(i) 


(ii) 
(iii) 


(iv) 


Inform the student borrower of sample monthly 
repayment amounts based on— 

(A) A range of student levels or indebtedness of 
graduate or professional student PLUS loan borrowers 
or student borrowers with Direct PLUS Loans and 
Direct Subsidized Loans or Direct Unsubsidized Loans, 
depending on the types of loans the borrower has 
obtained; or 

(B) The average indebtedness of other borrowers in the 
same program at the same school; 


Inform the borrower of the option to pay interest on a 
PLUS Loan while the borrower is in school; 

For a graduate or professional student PLUS Loan 
borrower who has received a prior FFEL Stafford, or 
Direct Subsidized or Unsubsidized Loan, provide the 
information specified in §685.301(a)(3)(i)(A) through 
§685.301(a)(3)(i)(C);* and 

For a graduate or professional student PLUS Loan 
borrower who has not received a prior FFEL Stafford, or 
Direct Subsidized or Direct Unsubsidized Loan, provide 
the information specified in paragraph (a)(6)(i) through 
paragraph (a)(6)(xii) of this section. [See the entrance 
counseling requirements (i)-(xii) beginning in the first 
column of this page.] 


* §685.301(a)(3)(i) requires that the counseling provide the 
borrower with a comparison of— 


(A) 


(B) 


() 


The maximum interest rate for a Direct Subsidized Loan 
and a Direct Unsubsidized Loan and the maximum 
interest rate for a Direct PLUS Loan; 

Periods when interest accrues on a Direct Subsidized 
Loan and a Direct Unsubsidized Loan and periods 
when interest accrues on a Direct PLUS Loan; and 

The point at which a Direct Subsidized Loan and a 
Direct Unsubsidized Loan enters repayment, and the 
point at which a Direct PLUS Loan enters repayment. 
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DL Exit Counseling—Required Elements 


34 CFR 685.304(b)(4) 


Exit counseling must: 

(i) Inform the student borrower of the average anticipated monthly 
repayment amount based on the student borrower's indebtedness 
or on the average indebtedness of student borrowers who have 
obtained Direct Subsidized Loans and Direct Unsubsidized Loans, 
student borrowers who have obtained only Direct PLUS Loans, or 
student borrowers who have obtained Direct Subsidized, Direct 
Unsubsidized, and Direct PLUS Loans, depending on the types of 
loans the student borrower has obtained, for attendance at the same 
school or in the same program of study at the same school; 

(ii) Review for the student borrower available repayment plan options, 
including the standard repayment, extended repayment, graduated 
repayment, income contingent repayment plans, and income-based 
repayment plans, including a description of the different features of 
each plan and sample information showing the average anticipated 
monthly payments, and the difference in interest paid and total 
payments under each plan; 

Explain to the borrower the options to prepay each loan, to pay each 
loan ona shorter schedule, and to change repayment plans; 
(iv) Provide information on the effects of loan consolidation including, at 
a minimum— 
(A) The effects of consolidation on total interest to be paid, fees to 
be paid, and length of repayment; 
(B) The effects of consolidation on a borrower's underlying loan 
benefits, including grace periods, loan forgiveness, cancellation, and 
deferment opportunities; 
(C) The options of the borrower to prepay the loan and to change 
repayment plans; and 
(D) That borrower benefit programs may vary among different 
lenders; 
(v) Include debt management strategies that are designed to facilitate 
repayment; 
(vi) Explain to the student borrower how to contact the party servicing 
the student borrower's Direct Loans; 
Meet the requirements described in paragraphs (a)(6)(i), (a)(6)(ii), 
and (a)(6)(iv) of this section [see entrance counseling requirements 
(i), (ii), and (iv) in the first column of the previous page]; 
Describe the likely consequences of default, including adverse credit 
reports, delinquent debt collection procedures under federal law, 
and litigation; 
(ix) Provide— 
(A) A general description of the terms and conditions under which 
a borrower may obtain full or partial forgiveness or discharge of 
principal and interest, defer repayment of principal or interest, or be 
granted forbearance on a Title IV loan; and 
(B) A copy, either in print or by electronic means, of the information 
the Secretary makes available pursuant to section 485(d) of the 
HEA;* 


(x) Review for the student borrower information on the availability of 
the Department's Student Loan Ombudsman’ office; 
(xi) Inform the student borrower of the availability of Title lV loan 
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information in the National Student Loan Data System (NSLDS) and 

how NSLDS can be used to obtain Title IV loan status information; 

Explain to first-time borrowers— 

(A) How the borrower's maximum eligibility period, remaining eligibility 
period, and subsidized usage period are determined; 

(B) The sum of the borrower's subsidized usage periods at the time of the 
exit counseling; 

(CQ. The consequences of continued borrowing or enrollment, including— 

The possible loss of eligibility for additional Direct Subsidized Loans; 

and 

The possibility that the borrower could become responsible for 

accruing interest on previously received Direct Subsidized Loans 

and the portion of a Direct Consolidation Loan that repaid a Direct 

Subsidized Loan during in-school status, the grace period, authorized 

periods of deferment, and certain periods under the Income-Based 

Repayment and Pay As You Earn Repayment plans; 

(D) The impact of the borrower becoming responsible for accruing interest 
on total student debt; 

(E) That the Secretary will inform the student borrower of whether he or 
she is responsible for accruing interest on his or her Direct Subsidized 
Loans; and 

(F) That the borrower can access NSLDS to determine whether he or she is 

responsible for accruing interest on any Direct Subsidized Loans; 

A general description of the types of tax benefits that may be available 

to borrowers; and 

Require the student borrower to provide current information 

concerning name, address, Social Security number, references, and 

driver's license number and state of issuance, as well as the student 
borrower's expected permanent address, the address of the student 
borrower's next of kin, and the name and address of the student 
borrower's expected employer (if known). 


* Section 485 requires the Secretary (i.e., the Department) to 
provide “descriptions of federal student assistance programs, 
including the rights and responsibilities of student and 
institutional participants,’ including “information to enable 
students and prospective students to assess the debt burden 
and monthly and total repayment obligations” for their loans. 


Section 485(d) also refers to information 

+ to enable borrowers to assess the practical consequences of 
loan consolidation, including differences in deferment eligibility, 
interest rates, monthly payments, finance charges, and samples 
of loan consolidation profiles. 

* concerning the specific terms and conditions under which 
students may obtain partial or total cancellation or defer 
repayment of loans for service. 

- on the maximum level of compensation and allowances that a 
student borrower may receive from a tax-exempt organization 
to qualify for a deferment and shall explicitly state that students 
may qualify for such partial cancellations or deferments when 
they serve as a paid employee of a tax-exempt organization. 

- on state and other prepaid tuition programs and savings 
programs and disseminates such information to states, eligible 
institutions, students, and parents in departmental publications. 
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DL online counseling 

Students can take loan entrance and 
exit counseling at 
(https://studentloans.gov). PLUS Loan 
counseling for parents and graduate 
students is also available. 


Your school can sign up to receive 
regular reports of the students who 
complete online counseling. If your 
school documents that students have 
completed ED’s online counseling, it has 
satisfied its responsibility for electronic 
counseling. 


TEACH Grant counseling 

Students receive initial and subsequent 
counseling via the TEACH website 
before they receive the grant. 

They complete exit counseling 

on the NSLDS Student Access site 
(www.nslds.ed.gov/nslds_SA/). Schools 
are responsible for TEACH recipients 
receiving exit counseling when they are 
no longer enrolled in the program. 


See NSLDS Newsletter #33 on (http:// 
ifap.ed.gov) for information on TEACH 
exit counseling and on related reporting 
tools on the NSLDS Professional Access 
site (www.nslds.ed.gov/nslds_FAP/). 


Private education loans 

34 CFR 668.14(b)(28) and (29) 
Requirements for preferred lender list 
34 CFR 601.10 

Self-certification form 

34 CFR 601.11(d) 

Information required to complete the 
self-certification form 

34 CFR 668.14(b)(29) 
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Schools are encouraged to provide information on renting textbooks, 
purchasing used textbooks, textbook buy-back programs, and alternative 
content delivery programs. 


A school must provide the following information to its bookstore if the 
bookstore requests it: 


e the school’s course schedule for the subsequent academic period; and 


e for each course or class offered, the information it must include 
on its Internet course schedule for required and recommended 
textbooks and supplemental material, the number of students 
enrolled, and the maximum student enrollment. 


LOAN COUNSELING 


Entrance counseling 

Entrance counseling is required for all first-time student Direct Loan 
borrowers. Before making the first disbursement of a Direct Subsidized 
or Unsubsidized Loan to a borrower who has not received a prior Direct 
Subsidized or Unsubsidized Loan or Federal Stafford or SLS Loan, you must 
ensure that he receives entrance counseling. Similarly, you must ensure that 
a graduate or professional student who is borrowing a Direct PLUS Loan has 
received entrance counseling, unless he received a prior graduate/professional 
Direct or Federal PLUS Loan. While there are disclosure requirements for 
Perkins loan borrowers, entrance loan counseling is recommended but not 
required (see Volume 6), nor is it required for parent PLUS borrowers except 
as explained in the margin. 


You may not require that students complete additional counseling 
(except for exit counseling), but you may provide more information, 
resources, and advisement that students can choose to make use of. See 
“Providing additional information” on page 134. 


Also, you may include in your entrance counseling more material 
and information than what is required in the regulations (given on page 
130). This extra content can be provided as part of in-person individual or 
group training or through your website, other electronic means, written 
materials, or different methods. The added material must be reasonable 
as to time, effort, and relevance to students’ borrowing decisions and may 
not be administered in a way that unreasonably impedes their ability to 
borrow. So you can require that students take a test or evaluation of what 
they learned in counseling, but you cannot establish a passing score that 
they must get to receive a Direct Loan. You can require first-time student 
borrowers to complete a worksheet, budget, or other exercise designed 
to improve financial literacy and understanding of the implications of 
borrowing, but you cannot require them to justify the need for a loan. Your 
required entrance counseling may consist of a workshop, loan orientation 
presentation, or similar activity. See DCL GEN-15-06 for more information. 
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Exit counseling 

A student Direct Loan borrower who is graduating, leaving school, or 
dropping below half-time enrollment is required to complete exit counseling. 
If the borrower drops out without notifying your school, you must confirm 
that he has completed online counseling or mail exit counseling material to 
him at his last known address. It is also acceptable to email the information 
to his home (not school) email address if you have it. The print or PDF 
version of the Exit Counseling Guide for Federal Student Loan Borrowers 
satisfies this requirement. Whatever material you use, you must mail or email 
it within 30 days of learning that the borrower has withdrawn or failed to 
participate in an exit counseling session. 


When mailing exit materials to students who have left school, you’re not 
required to use certified mail with a return receipt requested, but you must 
document in their file that the materials were sent. If they fail to provide 
updated contact information, you are not required to take further action. 


Providing borrower information at separation 

Personal information collected for exit counseling provided by the school 
must be given to students’ loan servicer within 60 days. Students authorize 
their school to release information to lenders in the loan promissory note 
they signed. No further permission is needed. Students who complete loan 
exit counseling online at (www.studentloans.gov) fulfill this requirement; 
NSLDS provides the completion information to the loan holders. 


Counseling methods 

The Direct Loan Program offers both entrance and exit counseling 
on the Web for students. There is PLUS Loan counseling for parents and 
graduate students as well. Your school may also elect to provide entrance 
counseling through an in-person session or by providing a separate written 
form to the student that she signs and returns to the school. 


If your staff are conducting in-person counseling sessions, charts, 
handouts, audiovisual materials, and question-and-answer sessions can help 
convey the information in a more dynamic manner. We also recommend 
the use of written tests or interactive programs to ensure that the student 
understands the terms and conditions of his loans. 


Regardless of the counseling methods your school uses, it must 
document that the student received entrance and exit counseling, and it must 
ensure that an individual with expertise in the FSA programs is reasonably 
available shortly after the counseling to answer the student’s questions. 


TEACH exit counseling 

Since TEACH Grants convert to loans if the service requirement is 
not completed, all grant recipients must receive entrance counseling and 
subsequent counseling on the TEACH website before receiving their grant. 
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Private education loan definition 
The definition of a private education 
loan given at the beginning of this 
section is based on the definition 
given in the Federal Reserve System 
regulations, which excludes some forms 
of credit, including: 

(1) An extension of credit under 
an open end consumer credit plan, 
a reverse mortgage transaction, a 
residential mortgage transaction, or 
any other loan that is secured by real 
property or a dwelling; or 

(2) An extension of credit in which 
the educational institution is the lender 
if— 

(i) The term of the extension of 
credit is 90 days or less; or 

(ii) An interest rate will not be 
applied to the credit balance and the 
term of the extension of credit is one 
year or less, even if the credit is payable 
in more than four installments. 
12 CFR 226.46(b)(5) 
Authority: 20 USC 1019 


Private educational lender 
definition 
15 USC 1650(a)(6) 

(A) a financial institution, as defined 
in section 1813 of Title 12 that solicits, 
makes, or extends private education 
loans; 

(B) a federal credit union, as defined 
in section 1752 of Title 12 that solicits, 
makes, or extends private education 
loans; and 

(© any other person engaged in 
the business of soliciting, making, or 
extending private education loans; 


Use of school or lender name 
34 CFR 612 
20 USC 1019a(a)(2)-(a)(3) 
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Self-certification form for private 
education loans 

Schools must provide the Private 
Education Loan Applicant Self- 
Certification (see DCL GEN-13-15) upon 
request from the loan applicant. A 
school may post an exact copy of the 
self-certification form on its website 

for applicants to download, or it may 
provide them a paper copy directly. 


The self-certification must be printed by 
the school or lender with black ink on 
white paper. The typeface, point size, 
and general presentation of the form 
may not be changed from the version 
approved by OMB. 


The only changes that may be made to 

the self-certification form are: 
Bold type in section headings may 
be removed, and bold or italic type 
may be added to the instructions. 
Schools and lenders may use any 
blank spaces at the top, bottom, 
or sides of the form for bar coding 
or other school/lender-specific 
information. However, such space 
may not be used to include the 
student's or parent's Social Security 
number. 


Definition 

34 CFR 601.2 

Institution-affiliated organization— 
one that is directly or indirectly related 
to a covered institution and that 
recommends, promotes, or endorses 
education loans for students attending 
the covered institution or their families. 
An institution-afflliated organization 
may include an alumni organization, 
athletic organization, foundation, 

or social, academic, or professional 
organization of a covered institution 
and does not include any lender with 
respect to any education loan secured, 
made, or extended by such lender. 
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Also, all recipients must receive TEACH Grant exit counseling, which is 
on the NSLDS Student Access site (www.nslds.ed.gov/nslds_SA). You will 
receive reports from NSLDS on all students who have completed TEACH 
exit counseling. If they don’t complete exit counseling on the NSLDS website, 
you must ensure that the counseling is provided either in person, through 
interactive electronic means, or by mailing written counseling materials (such 
as the PDF version of the exit counseling program on the NSLDS website) 
to their last known address. With an unannounced withdrawal of a grant 
recipient from school (or from a TEACH Grant-eligible program), you must 
provide this counseling within 30 days of learning of the withdrawal. 


Counseling for correspondence and study-abroad students 

If the student has enrolled in a study-abroad program (approved by a 
USS. school for credit) or a correspondence or distance learning program and 
has not previously received an FFEL or Direct Loan at that school, the school 
must document that the student has completed online entrance counseling 
that meets FSA requirements or provide entrance counseling information by 
mail before releasing loan money. 


In the case of exit counseling for correspondence programs or study 
abroad programs, the school may mail or email the borrower written 
counseling materials within 30 days after the borrower completes the 
program, with a request that he provide the contact and personal information 
that would ordinarily have been collected through the counseling process. 


Providing additional information 

Your school can take additional steps to counsel students, for example, in 
developing a budget, estimating need for loans, and planning for repayment. 
You can reinforce messages to borrowers; with each disbursement you can 
remind them about the importance of SAP, planning for future employment, 
and staying in touch with the loan servicer. More ideas for loan counseling 
are given in the “Sample Default Management and Prevention Plan.” 


Financial literacy—you should provide borrowers with counseling at 
various stages of enrollment, interactive tools to manage debt, repayment 
options, school contact information, and information about the income 
potential of occupations relevant to their course of study. You can give this 
information through a variety of media such as face-to-face counseling, 
classes, publications, e-tutorials, e-mailed newsletters, and supplements to 
award letters. You can offer a financial literacy course on a credit or non- 
credit basis as long as receiving a loan is not contingent upon taking the 
course. 


At-risk students—You should identify and provide special counseling 
for at-risk students, such as those who withdraw prematurely from their 
educational programs, who do not meet SAP standards, or both. 


The most recent sample default plan was an attachment to GEN-05- 


14 and is also available under “Default Prevention Resources” on the IFAP 
website. 


FSA HB June 2016 


Glossary/Acronyms CFR DCL 


Chapter 6—Consumer Information & School Reports 


PRIVATE EDUCATION LOANS 

A private education loan is a non-FSA loan that is made to a borrower 
expressly for postsecondary education expenses, regardless of whether the 
loan is provided through the educational institution that the student attends 
or directly to the borrower from the private educational lender. (See the 
sidebar definition for exclusions.) 


Private education loans made by schools include Public Health Service 
Loans, such as Health Professions Student Loans. However, Federal Perkins 
Loans are not considered to be private educational loans. 


If a private education loan is part of a preferred lender arrangement, it is 
subject to the rules for those arrangements (described later in this section). 


Disclosures required for private education loans 

A school or affiliated organization that provides information regarding a 
private education loan from a lender to a prospective borrower must provide 
the following disclosures, even if it does not participate in a preferred lender 
arrangement. 


The private education loan disclosures must 


e provide the prospective borrower with the information required 
by 15 U.S.C. 1638(e)(1) [12 CFR 226.47(a) in the Federal Reserve 
System regulations], and 


e inform the prospective borrower that she may qualify for FSA loans 
or other assistance from the FSA programs and that the terms 
and conditions of an FSA loan may be more favorable than the 
provisions of private education loans. 


The school or affiliate must ensure that information about private 
education loans is presented in such a manner as to be distinct from 
information about FSA loans. 


The school must, upon the request of the applicant, discuss with her the 
availability of federal, state, and institutional student financial aid. 


Self-certification form for private education loans 
A lender must obtain a signed, completed self-certification form from 
the loan applicant before initiating a private education loan. 


The applicant may obtain a copy of the self-certification form from the 
private lender and submit it to your school for completion or confirmation. 
Your school may also, at its option, provide the information needed to 
complete the form directly to the lender. 
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Public health service loans 
Loans made under Titles VII and VIII 
of the Public Health Service Act are 
considered to be private education 
loans, including 

Health Professions Student Loan 

(HPSL) 

Primary Care Loan (PCL) 

Loans for Disadvantaged Students 

(LDS) 

Nursing Student Loan (NSL) 
ese loans are administered by 
the Health Resources and Services 
Administration (www.hrsa.gov). 


Preferred lenders 

34 CFR 601.10 

12 CFR 226.47 

20 USC 1019a(a)(1)(A) and 1019b(c) 
15 USC 1638(e)(11) 


As enacted in 
HEA section 153(a)(2)(A) 
Truth in Lending Act, section 128(e)(11) 


Preferred lender arrangement 
definition 
34 CFR 601.2(b) 


Preferred lender lists 

The school is required to 
exercise a duty of care and a duty 
of loyalty to compile the preferred 
lender list, without prejudice and 
for the sole benefit of the school’s 
students and their families and 
not deny or otherwise impede 
the borrower's choice of a lender 
for those borrowers who choose 
a lender that is not included on 
the preferred lender list. (This 
requirement is also included in 
the school’s Code of Conduct; see 
Chapter 3). 
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Misrepresentation regulations 
34 CFR 668.72 Nature of educational program 


Misrepresentation concerning the nature of an eligible institution's 
educational program includes but is not limited to false, erroneous, or misleading 
statements concerning— 

(a) The particular type(s), specific source(s), nature and extent of its 
institutional, programmatic, or specialized accreditation; 

(b)(1) Whether a student may transfer course credits eamed at the institution 
to any other institution; 

(2) Conditions under which the institution will accept transfer credits earned 
at another institution; 

(c) Whether successful completion of a course of instruction qualifies a 
student— 

(1) For acceptance to a labor union or similar organization; or 

(2) To receive, to apply to take, or to take the examination required to receive, 
a local, state, or federal license, or a nongovernmental certification required as 
a precondition for employment, or to perform certain functions in the states in 
which the educational program is offered, or to meet additional conditions that 
the institution knows or reasonably should know are generally needed to secure 
employment in a recognized occupation for which the program is represented to 
prepare students; 

(d) The requirements for successfully completing the course of study or 
program and the circumstances that would constitute grounds for terminating the 
student's enrollment; 

(e) Whether its courses are recommended or have been the subject of 
unsolicited testimonials or endorsements by— 

(1) Vocational counselors, high schools, colleges, educational 
organizations, employment agencies, members of a particular industry, students, 
former students, or others; or 

(2) Governmental officials for governmental employment; 

(f) Its size, location, facilities, or equipment; 

(g) The availability, frequency, and appropriateness of its courses and 
programs to the employment objectives that it states its programs are designed to 
meet; 

(h) The nature, age, and availability of its training devices or equipment and 
their appropriateness to the employment objectives that it states its programs and 
courses are designed to meet; 

(i) The number, availability, and qualifications, including the training and 
experience, of its faculty and other personnel; 

(j) The availability of part-time employment or other forms of financial 
assistance; 

(k) The nature and availability of any tutorial or specialized instruction, 
guidance and counseling, or other supplementary assistance it will provide its 
students before, during or after the 
completion of a course; 

(I) The nature or extent of any prerequisites established for enrollment in any 
course; 

(m) The subject matter, content of the course of study, or any other fact 
related to the degree, diploma, certificate of completion, or any similar document 
that the student is to be, or is, awarded upon completion of the course of study; 

(n) Whether the academic, professional, or occupational degree that the 
institution will confer upon completion of the course of study has been authorized 
by the appropriate state educational agency. This type of misrepresentation 
includes, in the case of a degree that has not been authorized by the appropriate 
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state educational agency or that requires specialized accreditation, any failure 
by an eligible institution to disclose these facts in any advertising or promotional 
materials that reference such degree; or 

(0) Any matters required to be disclosed to prospective students under §§ 
668.42 and 668.43 of this part. 


(Authority: 20 U.S.C. 1094) 
34 CFR 668.73 Nature of financial charges 


Misrepresentation concerning the nature of an eligible institution's 
financial charges includes but is not limited to false, erroneous, or 
misleading statements concerning— 

(a) Offers of scholarships to pay all or part of a course charge; 

(b) Whether a particular charge is the customary charge at the institution 
for a course; 

(c) The cost of the program and the institution’s refund policy if the student 
does not complete the program; 

(d) The availability or nature of any financial assistance offered to students, 
including a student's responsibility to repay any loans, regardless of whether the 
student is successful in completing 
the program and obtaining employment; or 

(e) The student's right to reject any particular type of financial aid or other 
assistance, or whether the student must apply for a particular type of financial 
aid, such as financing offered by the institution. 


(Authority: 20 U.S.C. 1094) 


34 CFR 668.74 Employability of graduates 


Misrepresentation regarding the employability of an eligible institution’s 
graduates includes but is not limited to false, erroneous, or misleading statements 
concerning— 

(a) The institution's relationship with any organization, employment 
agency, or other agency providing authorized training leading directly to 
employment; 

(b) The institution's plans to maintain a placement service for graduates or 
otherwise assist its graduates to obtain employment; 

(c) The institution’s knowledge about the current or likely future conditions, 
compensation, or employment opportunities in the industry or occupation for 
which the students are being prepared; 

(d) Whether employment is being offered by the institution or that a talent 
hunt or contest is being conducted, including but not limited to the use of phrases 
such as “Men/women wanted to train for ** *,” “Help Wanted,” “Employment,” 
or “Business Opportunities”, 

(e) Government job market statistics in relation to the potential placement 
of its graduates; or 

(f) Other requirements that are generally needed to be employed in 
the fields for which the training is provided, such as requirements related to 
commercial driving licenses or permits to carry firearms, and failing to disclose 
factors that would prevent an applicant from qualifying for such requirements, 
such as prior criminal records or preexisting medical conditions. 


(Authority: 20 U.S.C 1094) 
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If the loan applicant (the student or parent) requests a copy of the 
self-certification form from your school, you must provide it. He may also 
request, if the student has been enrolled or admitted to your school, that 
you complete section 2 before providing him the form. You must do that 
to the extent that you have the information. Section 2 of the form collects 
the student’s cost of attendance (see Volume 3, Chapter 2), the estimated 
financial assistance (EFA), and the difference between them. The EFA 
includes, for students who have completed the FAFSA, the amounts of 
aid that replace the EFC, which you determined according to the rules in 
Volume 3, Chapter 7; it does not include the private education loan(s) that 
the self-certification form is for. 


Schools as private lenders 

Note that ifa school solicits, makes, or extends private education loans, it 
is considered to be a private educational lender that is subject to the Federal 
Reserve's regulations on private educational lenders. 


When the school is the private education lender, it must complete and 
provide the self-certification form to the loan applicant and subsequently 
obtain the signed form from the applicant before consummating the private 
education loan. 


In some cases a school may be making more than one private education 
loan to an applicant. For example, a school may be providing a loan funded 
by the school (or from donor-directed contributions) and a Public Health 
Service loan. In such cases, the school can provide one self-certification form 
to the applicant. 


Preferred lender lists 

For any year in which the school has a preferred lender arrangement, 
it will at least annually compile, maintain, and make available for students 
attending the school and the families of such students a list in print or other 
medium of the specific lenders for private education loans that the school 
recommends, promotes, or endorses in accordance with such preferred 
lender arrangement. 


The school’s preferred lender list must fully disclose 


e why it participates in a preferred lender arrangement with each 
lender on the preferred lender list, particularly with respect to terms 
and conditions or provisions favorable to the borrower and 


e that the students attending the school (or their families) do not have 
to borrow from a lender on the preferred lender list and 


e when available, the information identified on a model disclosure 
form to be developed by the Department for each type of education 
loan that is offered through a preferred lender arrangement to the 
school’s students or their families. 


The preferred lender list must also prominently disclose the method and 
criteria used by the school in selecting lenders to ensure that such lenders are 
selected on the basis of the best interests of the borrowers, including 
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SSS SSS SS SSS SS SSS SSS 
Preferred lenders and code of 
conduct 

Note that the code of conduct 
discussed in Chapter 3 prohibits 

school staff from steering borrowers 

to particular lenders or delaying loan 
certifications. 


Truth in Lending Act 

Truth in Lending Act section 128(e)(1) 
15 USC 1638(e)(1) 

Federal Reserve System Truth in 
Lending regulations (as published on 
August 14, 2009) 

12 CFR 226.46 through 226.48. 


Misrepresentation 

34 CFR Subpart F 

34 CFR 668.71 

Misrepresenting educational program 
34 CFR 668.72 

Misrepresenting financial charges 

34 CFR 668.73 

Employability of graduates 

34 CFR 668.74 

Relationship with the Department of 
Education 


Sanctions 

If the Department determines that 

an eligible institution has engaged in 

substantial misrepresentation, it may 
revoke the eligible institution's 
program participation agreement 
if the institution is provisionally 
certified under 34 CFR 668.13(c); 
impose limitations on the 
institution's participation in the 
FSA programs if the institution is 
provisionally certified under 34 CFR 
668.13(c); 
deny participation applications 
made on behalf of the institution; 
or 
initiate a proceeding against the 
eligible institution under subpart G 
of 34 CFR 668. 


2-137 


Volume 2—School Eligibility and Operations 2016-2017 Glossary/Acronyms CFR DCL 


Foreign gifts references 

Higher Education Act: Sec. 117 
Reminder to schools of requirements for 
reporting foreign gifts. 

DCL GEN-04-11, Oct. 4, 2004. 


Definitions 

A foreign source is 
a foreign government, including an 
agency of a foreign government; 
a legal entity created solely under 
the laws of a foreign state or states; 
an individual who is not a citizen or 
national of the United States; and 
an agent acting on behalf of a 
foreign source. 


A gift is any gift of money or property. 


A contract is any agreement for the 
acquisition by purchase, lease, or barter 
of property or services for the direct 
benefit or use of either of the parties. 


SSS SS SSS Se 
Restricted or conditional gift or 
contract 
A restricted or conditional gift or contract 
is any endowment, gift, grant, contract, 
award, present, or property of any kind 
that includes provisions regarding 
the employment, assignment, or 
termination of faculty; 
the establishment of departments, 
centers, research or lecture 
programs, or new faculty positions; 
the selection or admission of 
students; or 
the award of grants, loans, 
scholarships, fellowships, or other 
forms of financial aid restricted to 
students of a specified country, 
religion, sex, ethnic origin, or 
political opinion. 
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e payment of origination or other fees on behalf of the borrower, 


e highly competitive interest rates or other terms and conditions or 
provisions of FSA loans or private education loans, 


¢ high-quality servicing for such loans, or 


¢ additional benefits beyond the standard terms and conditions or 
provisions for such loans. 


The preferred lender list must indicate, for each listed lender, whether 
the lender is or is not an affiliate of each other lender on the preferred lender 
list. If a lender is an affiliate of another lender on the preferred lender list, the 
listing must describe the details of this affiliation. 


Preferred lender disclosures 
For each type of private education loan offered under a preferred lender 
arrangement, a school (or school-affiliated organization) must disclose 


e the maximum amount of FSA grant and loan aid available to 
students in an easy-to-understand format, 


e the Truth in Lending information [15 USC 1638(e)(11)] for each 
type of private education loan offered through a preferred lender 
arrangement to the school’s students and their families, and 


e when available, the information identified on a model disclosure 
form to be developed by the Department for each type of education 
loan that is offered through a preferred lender arrangement to the 
school’s students or their families. 


The school must disseminate this information on its website and in all 
informational materials such as publications, mailings, or electronic messages 
or materials that are distributed to prospective or current students and 
their families and describe financial aid that is available at an institution of 
higher education. 


Use of institution and lender name 

A school or school-affiliated organization that participates in a preferred 
lender arrangement regarding private education loans must not agree to the 
lender’s use of its name, emblem, mascot, or logo in the marketing of private 
education loans to students attending the school in any way that implies that 
the loan is offered or made by the school or its affiliate instead of the lender. 
This prohibition also applies to other words, pictures, or symbols readily 
identified with the school or affiliate. 


The school or its affiliate must also ensure that the name of the lender 


is displayed in all information and documentation related to the private 
education loans described in this section. 
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MISREPRESENTATION 

Misrepresentation is defined as a false, incorrect, or misleading statement 
made directly or indirectly to a student, prospective student, any member of 
the public, an accrediting agency, a state agency, or the Department. 


A misleading statement includes any statement that has the likelihood 
or tendency to deceive. A statement is any communication made in writing, 
visually, orally, or through other means. This definition applies to statements 
made by an eligible school, one of its representatives, or any ineligible 
institution, organization, or person with whom the eligible institution has 
an agreement to provide educational programs or to provide marketing, 
advertising, recruiting, or admissions services. 


Misrepresentation includes the dissemination of a student endorsement 
or testimonial that a student gives either under duress or because the 
school required the student to make such an endorsement or testimonial to 
participate in a program. 


A school, one of its representatives, or a related party (see above) 
engages in substantial misrepresentation when it does so about the nature 
of its educational program, its financial charges, or the employability of its 
graduates. Substantial misrepresentation is defined as any misrepresentation 
on which the person to whom it was made could reasonably be expected 
to rely, or has reasonably relied, to that person’s detriment. Substantial 
misrepresentations are prohibited in all forms, including those made in any 
advertising or promotional materials or in the marketing or sale of courses or 
programs of instruction offered by the institution. 


REPORTING ON FOREIGN SOURCES AND GIFTS 

Federal law requires most 2-year and 4-year postsecondary schools 
(whether or not they are eligible to participate in the FSA programs) to report 
ownership or control by foreign sources and contracts with or gifts from the 
same foreign source that, alone or combined, have a value of $250,000 or 
more for a calendar year. 


Who must report 
A school (and each campus of a multi-campus school) must report this 
information if it 


is legally authorized to provide a program beyond the secondary 
level within a state, 


e provides a program that awards a bachelor’s degree or a more 
advanced degree, or provides at least a two-year program 
acceptable for full credit toward a bachelor’s degree, 


e is accredited by a nationally recognized accrediting agency, and 


e is extended any federal financial aid (directly or indirectly through 
another entity or person) or receives support from the extension 
of any such federal assistance to the school’s sub-units. 
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Where to report foreign gift 
information 

Foreign gift, contract, and ownership or 
control reports must be submitted to 
the school participation divisions using 
FSA's electronic application (E-App) at 
(www.eligcert.ed.gov). 


Go to Section K, Question 71, and enter 
the appropriate information about the 
foreign gift, contract, or ownership 

and control, then go to Section L to 
complete the signature page. You may 
then submit your report. 


Penalties 

If a school fails to comply with the 
requirements of this law in a timely 
manner, the Department is authorized 
to undertake a civil action in federal 
district court to ensure compliance. 
Following a knowing or willful failure 
to comply, a school must reimburse 
the U.S. Treasury for the full cost of 
obtaining compliance. 


For help and alternative 
reporting 

Contact your state’s school participation 
division. Go to (http://ifap.ed.gov) 

and click Help > Contact Information 

> Federal Student Aid Offices > School 
Participation Division. 


Anti-lobbying certification and 
disclosure 

Section 319 of Pub. L. 101-121, enacted 
October 23, 1989, amended title 31, 
United States Code, by adding a new 
section 1352, entitled “Limitation on 
Use of Appropriated Funds to Influence 
Certain Federal Contracting and 
Financial Transactions,” commonly 
known as the Byrd Anti-Lobbying 
Amendment. 


As a result of that legislation, the 
Office of Management and Budget 
(OMB) issued interim final common 
regulations on February 26, 1990, for 
implementing and complying with the 
law. See 34 CFR Part 82. 
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Prohibition on use of FSA funds 
HEOA 2008 section 119 

(no corresponding HEA section) 
Effective date: August 14, 2008 


ACA may not be used for 
association membership 

A school may not use its administrative 
cost allowance (ACA) to pay for 

its membership in professional 
associations (such as the National 
Association of Student Financial Aid 
Administrators, the National Association 
of College and University Business 
Officers, etc.), regardless of whether 
the association engages in lobbying 
activities. 
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Timing and content of submission 

A school must report this information by January 31 or July 31 
(whichever is sooner) after the date of receipt of the gifts, date of the contract, 
or date of ownership or control. The January 31 report should cover the 
period July 1-December 31 of the previous year, and the July 31 report 
should cover January 1-June 30 of the same year. 


Information to be reported 
Using the E-App, you must report the following information in Section 
K, question 71: 


¢ for gifts received from or contracts entered into with a foreign 
government, the name of the country and the aggregate amount of 
all gifts and contracts received from each foreign government; 


¢ for gifts received from or contracts entered into with a foreign source 
other than a foreign government, the name of the foreign state 
to which the contracts or gifts are attributable and the aggregate 
dollar amount of the gifts and contracts attributable to a particular 
country. (The country to which a gift or a contract is attributable is 
the country of citizenship or, if unknown, the principal residence 
for a foreign source who is a natural person and the country of 
incorporation or, if unknown, the principal place of business for a 
foreign source that is a legal entity.); 


e in the case of a school that is owned or controlled by a foreign 
entity—the identity of the foreign entity, the date on which the 
foreign entity assumed ownership or control, and a description of 
any substantive changes to previously reported ownership or control, 
or institutional program or structure resulting from the change in 
ownership or control, 


¢ — for restricted or conditional gifts received from, or restricted or 
conditional contracts entered into with a foreign government—the 
name of the foreign country, the amount of the gift or contract, the 
date of the gift or contract, and a description of the conditions or 
restrictions, 


¢ for restricted or conditional gifts received from or restricted or 
conditional contracts entered into with a foreign person—the 
citizenship (or, if unknown, the principal residence) of that person, 
the amount of the gift or contract, the date of the gift or contract, 
and a description of the conditions and restrictions, and 


¢ for restricted or conditional gifts received from or restricted or 
conditional contracts entered into with a foreign source (legal 
entity other than a foreign state or individual—the country of 
incorporation or, if unknown, the principal place of business for that 
foreign entity), the amount of the gift or contract, date of the gift or 
contract, and a description of the conditions and restrictions. 


Any conditions or restrictions on the foreign gift must be reported in 
question 69. 
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Once you've entered the appropriate information about the foreign gift, 
contract, or ownership and control, go to Section L to complete the signature 
page. You may then submit your report. 


Alternative reporting 
In lieu of the reporting requirements listed: 


e Ifaschool is in a state that has substantially similar laws for public 
disclosure of gifts from, or contracts with, a foreign source, a copy 
of the report to the state may be filed with the Department. The 
school must provide the Department with a statement from the 
appropriate state official indicating that the school has met the state 
requirements. 


e Ifanother department, agency, or bureau of the executive branch of 
the federal government has substantially similar requirements for 
public disclosure of gifts from or contracts with a foreign source, the 
school may submit a copy of this report to the Department. 


ANTI-LOBBYING PROVISIONS 


Prohibition on use of FSA funds 
FSA funds may not be used to pay any person for trying to influence 


e amember of Congress or an employee of a member of Congress, or 


¢ an officer or employee of Congress or any agency. 


This prohibition applies to the making of a federal grant or loan, 
awarding federal contracts, and entering into federal cooperative agreements, 
as well as to the extension, continuation, renewal, amendment, or 
modification of a federal contract, grant, loan, or cooperative agreement. 


In addition, FSA funds may not be used to hire a registered lobbyist or 
to pay any person or entity for securing an earmark. Schools receiving FSA 
funds will have to certify their compliance with these requirements annually. 


Campus-Based disclosure 

If a school that receives more than $100,000 in Campus-Based funds 
has used non-federal funds to pay any person for lobbying activities in 
connection with the Campus-Based Programs, the school must submit a 
disclosure form (Standard Form LLL) to the Department. The school must 
update this disclosure at least annually and when changes occur. 


The disclosure form must be signed by the chief executive officer (CEO). 
A school is advised to retain a copy in its files. 


The school must require that this certification be included in the award 
documents for all subawards at all tiers (including subcontracts, subgrants, 
and contracts under grants, loans, and cooperative agreements) and that all 
subrecipients shall certify and disclose accordingly. 
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VOTER REGISTRATION 

If a participating school is located in a state that requires voter 
registration prior to election day and/or does not allow registration at the 
time of voting, then the school must make a good-faith effort to distribute 
voter registration forms to its students. This requirement was included in 
the National Voter Registration Act of 1993 (also known as the “NVRA” or 
“motor voter law”). 


The Department of Justice identified that the requirements of the NVRA 
apply to 44 states and the District of Columbia. Six states—Idaho, Minnesota, 
New Hampshire, North Dakota, Wisconsin, and Wyoming—are exempt 
from the NVRA. Likewise, the territories are not covered by the NVRA 
(Puerto Rico, Guam, Virgin Islands, American Samoa). 


The school must make the voter registration forms widely available 
to its students and must individually distribute the forms to its degree- or 
certificate-seeking (FSA-eligible) students. The school can mail paper copies, 
or it may send an electronic message to each student with a voter registration 
form or with an Internet address where the form can be downloaded. The 
message must be devoted exclusively to voter registration. 


In applicable states, schools must request voter registration forms from 
the state 120 days prior to the state’s deadline for registering to vote. This 
provision applies to general and special elections for federal office and to the 
elections of governors and other chief executives within a state. If a school 
does not receive the forms within 60 days prior to the deadline for registering 
to vote in the state, it is not liable for failing to meet the requirement during 
that election year. 
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CHAPTER 7 


Schools must maintain detailed records to show that FSA funds are disbursed in the 
correct amounts to eligible students. These records must be retained for a certain 
amount of time and made available to authorized parties in the course of audits, 
program reviews, or investigations. Personally identifiable information in these records 
must be safeguarded and may only be released to other parties under certain conditions 
specified in the FERPA regulations. You may wish to share the contents of this chapter 


with your school’s IT office or provider. 


REQUIRED RECORDS 


A school must keep comprehensive, accurate program and fiscal records 
related to its use of FSA program funds. The importance of maintaining 
complete, accurate records cannot be overemphasized. Program and fiscal 
records must demonstrate the school is capable of meeting the administrative 
and fiscal requirements for participating in the FSA programs. In addition, 
records must demonstrate proper administration of FSA program funds and 
must show a clear audit trail for FSA program expenditures. For example, 
records for each FSA recipient must clearly show that the student was eligible 
for the funds received and that the funds were disbursed in accordance with 
program regulations. 


In addition to the general institutional record keeping requirements 
discussed here, a school must also comply with all program-specific record 
keeping requirements contained in the individual FSA regulations. 


Records related to school eligibility 

A school must establish and maintain on a current basis any application 
the school submitted for FSA program funds. Other program records that 
must be maintained include: 


* program participation agreement, approval letter, and Eligibility 
and Certification Approval Report (ECAR), 

e application portion of the FISAP, 

e accrediting and licensing agency reviews, approvals, and reports, 

e state agency reports, 

e audit and program review reports, 

¢ self-evaluation reports, and 

e other records, as specified in regulation, that pertain to factors of 
financial responsibility and standards of administrative capability. 
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FSA Assessment module 

To assess your compliance with the 
provisions of this chapter, see Activity 2 
under “Fiscal Management” at 
(ifap.ed.gov/qahome/qaassessments/ 
fiscalmanagement.html). 


Record keeping 
34 CFR 668.24 


Closed school records 

If a school closes, stops providing 
educational programs, is terminated or 
suspended from the FSA programs, or 
undergoes a change in ownership that 
results in a change of control, it must 
provide for the retention of required 
records. It must also provide for access 
to those records for inspection and 
copying by the Department. A school 
that formerly participated in the FFEL 
Program must also provide access for 
the appropriate guaranty agency. 
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Retaining records for a branch Records relating to student eligibility 

that closes A school must keep records that substantiate the eligibility of students 
If a school has an additional locationor —_ for FSA funds, such as: 

branch that closes, the school should 
maintain its loan records beyond 

the end of the three-year record 
retention requirement to respond to 
the Department or to refute borrower 
claims of eligibility for discharge. 


¢ cost of attendance information 

e documentation of a student's satisfactory academic progress (SAP) 

¢ documentation of student’s program of study and the courses in 
which the student was enrolled 

e data used to establish student’s admission, enrollment status, and 
period of enrollment 

e required student certification statements and supporting 
documentation 

e documents used to verify applicant data and resolve conflicting 
information 

¢ documentation of all professional judgment decisions 

¢ financial aid history information for transfer students 


Fiscal records 

A school must keep fiscal records to demonstrate its proper use of FSA 
funds. A school’s fiscal records must provide a clear audit trail that shows 
that funds were received, managed, disbursed, and returned in accordance 
with federal requirements. 


The fiscal records a school must maintain include but are not limited to: 


« records of all FSA program transactions, 

e bank statements for all accounts containing FSA funds, 

e records of student accounts, including each student’s institutional 
charges, cash payments, FSA payments, cash disbursements, 
refunds, returns, and overpayments required for each enrollment 
period, 

e general ledger (control accounts) and related subsidiary ledgers 
that identify each FSA program transaction (FSA transactions 
must be separate from school’s other financial transactions), 

e Federal Work-Study payroll records, and 

e FISOP portion of the FISAP. 


A school must also maintain records that support data appearing on 
required reports, such as: 


e Pell Grant statements of accounts, 

e cash requests and quarterly or monthly reports from the G5 
payment system, 

e FSA program reconciliation reports, 

e audit reports and school responses, 

e state grant and scholarship award rosters and reports, 

e accrediting and licensing agency reports, and 

e records used to prepare the income grid on the FISAP. 
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Record retention requirements 


From § 668.24 Record retention and examinations. 


Program Records 

A school must establish and maintain, on a current basis, any application for FSA funds and program records 
that document— 

+ the school's eligibility to participate in the FSA programs, 

+ the FSA eligibility of the school’s programs of education, 

+ the school’s administration of the FSA programs, 

+ the school’s financial responsibility, 

+ information included in any application for FSA program funds, and 

«the school’s disbursement of FSA program funds. 


Fiscal records 
A school must account for the receipt and expenditure of all FSA program funds in accordance with generally 
accepted accounting principles. 


A school must establish and maintain on a current basis— 

+ financial records that reflect each FSA program transaction, and 

+ general ledger control accounts and related subsidiary accounts that identify each FSA program 
transaction and separate those transactions from all other school financial activity. 


Records for FSA recipients 

A school must maintain records for each FSA recipient that include but are not limited to— 

+ The Student Aid Report (SAR) or Institutional Student Information Record (ISIR) used to determine a 
student's eligibility for FSA program funds 

+ Application data submitted to the Department, lender, or guaranty agency by the school on behalf 
of the student or parent 

+ Documentation of each student’s or parent borrower's eligibility for FSA program funds (e.g., records 
that demonstrate that the student has a high school diploma, GED, or the ability to benefit) 

+ Documentation relating to each student's or parent borrower's receipt of FSA program funds, 
including but not limited to: 


+The amount of the grant, loan, or FWS award; its payment period; its loan period, if appropriate; and the 
calculations used to determine the amount of grant, loan, or FWS award; 


+The date and amount of each disbursement of grant or loan funds, and the date and amount of each pay- 
ment of FWS wages; 


+ The amount, date, and basis of the school’s calculation of any refunds/returns or overpayments due to or 
on behalf of the student; and 


+The payment of any refund/return or overpayment to the FSA program fund, a lender, or the Department, 
as appropriate. 


+ Documentation of and information collected at any initial or exit loan counseling required by 
applicable program regulations 

+ Reports and forms used by the school in its participation in an FSA program, and any records needed 
to verify data that appear in those reports and forms 

+ Documentation supporting the school’s calculation of its completion or graduation rates, and 
transfer-out rates (see Chapter 6). 
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Loan program records 


34 CFR 668.24, 682.610, and 685.309(c) 


Perkins and FWS records 
In addition: 


participants in the Perkins Loan 
Program must follow procedures 
in 34 CFR 674.19 for documenting 
the repayment history for each 
borrower for that program; and 
participants in the FWS Program 
must follow procedures 
established in Section 675.19 for 
documentation of work, earnings, 
and payroll transactions for the 
program. 


(See Volume 6—Campus-Based 
Programs). 
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Loan program records 
There are special record keeping requirements in the Direct and FFEL 
loan programs. A school must maintain 


e A copy of the paper or electronic loan certification or origination 
record, including the amount of the loan and the period of 
enrollment. 

¢ ‘The cost of attendance, estimated financial assistance, and 
expected family contribution used to calculate the loan amount 
(and any other information that may be required to determine 
the borrower's eligibility, such as the student’s Federal Pell Grant 
eligibility or ineligibility). 

e The date(s) the school disbursed the loan funds to the student (or 
to the parent borrower), and the amount(s) disbursed. (For loans 
delivered to the school by check, the date the school endorsed 
each loan check, if required.) 

¢ Documentation of the confirmation process for each academic 
year in which the school uses the multi-year feature of the Master 
Promissory Note. This may be part of the borrower's file, but 
acceptable documentation can also include a statement of the 
confirmation process that was printed in a student handbook 
or other financial aid publication for that school year. The 
documentation may be kept in paper or electronic form. There 
is no retention limit for this documentation; you must keep it 
indefinitely because it may affect the enforceability of loans. 


A school must keep records relating to a student or parent borrower's 
eligibility and participation in the Direct Loan or FFEL program for three 
years after the end of the award year in which the student last attended 
the school. A school must keep all other records relating to the school’s 
participation in the Direct Loan or FFEL program for at least three years after 
the end of the award year in which the records are submitted. 


RECORD RETENTION PERIODS 


Schools must retain all required records for a minimum of three years 
from the end of the award year. However, the starting point for the three- 
year period is not the same for all records. For example, FFEL/DL reports 
must be kept for three years after the end of the award year in which they 
were submitted, while borrower records must be kept for three years from 
the end of the award year in which the student last attended. 


Different retention periods are necessary to ensure enforcement and 
repayment of Perkins loans, which are normally held by the school. Perkins 
Loan repayment records, including cancellation and deferment records, 
must be kept for three years from the date that the loan was assigned to 
the Department, cancelled, or repaid. Perkins original promissory notes 
and original repayment schedules must be kept until the loan is satisfied or 
needed to enforce the obligation (for more information, see Volume 6— 
Campus-Based Programs). 
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A school may retain records longer than the minimum period required. 
Moreover, a school may be required to retain records involved in any 
loan, claim, or expenditure questioned in any FSA program review, audit, 
investigation, or other review, for more than three years (see Chapter 8 for 
information on program reviews and audits). If the three-year retention 
period expires before the issue in question is resolved, the school must 
continue to retain all records until resolution is reached. 


There are also additional record retention requirements that apply to 
schools granted waivers of the audit submission requirements. 


RECORD MAINTENANCE 


Acceptable formats 

A school must maintain all required records in a systematically organized 
manner. Unless a specific format is required, a school may keep required 
records in: 


¢ hard copy e optical disk 
¢ microform e CD-ROM 
¢ computer file ¢ other media formats 


Record retention requirements for the Institutional Student Information 
Record (ISIR) are discussed here. All other record information, regardless 
of the format used, must be retrievable in a coherent hard copy format (for 
example, an easily understandable printout of a computer file) or in a media 
format acceptable to the Department. 


Minimum record retention periods 


Pell and TEACH grants, 


Records 
34 CFR 668.24 and 27 


Retaining FISAP records 

Schools participating in the Campus- 
Based Programs must keep the Fiscal 
Operations Report and Application 

to Participate (FISAP) and any records 
necessary to support their data (e.g., 
the source data for the income grid) for 
three years from the end of the award 
year in which the FISAP is submitted. 


For instance, records for a FISAP 
submitted during the 2016-2017 award 
year must be kept until at least June 30, 
2019, three years from the last day of 
the award year. That FISAP is the record 
for the previous year, 2015-2016, and 
the application to participate for the 
coming year, 2017-2018. 


Campus-Based Programs: 3 years from the end of the award year for which the aid was awarded 


Except: 


+ Fiscal Operations Report (FISAP) and supporting records—3 years from the end of the award year in which 


the report was submitted 


+ Perkins repayment records*—Until the loan is satisfied, or the documents are needed to enforce the obli- 


gation 


+ Perkins original promissory notes—3 years from the date the loan is assigned to ED, canceled, or repaid 


Direct Loans & FFEL 


+ Records related to borrower’s eligibility and participation—3 years from the end of the award year in which 


the student last attended 


+ — All other records, nella any other reports or forms—3 years from the end of the award year in which 


the report was submitte 


* includes original repayment schedule, though manner of retention remains same as promissory note 
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New media formats 

The requirement providing for other 
media formats acceptable to the 
Department allows for the use of 
new technology as it is developed. 
The Department will notify schools 
of acceptable media formats; schools 
should not apply for approval of a 
media format. 


Requirements for electronic 
promissory notes 
34 CFR 668.24(d)(3)(i) through (iv) 
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Any document that contains a signature, seal, certification, or any other 
image or mark required to validate the authenticity of its information must 
be maintained in its original hard copy or in an imaged media format. This 
includes tax returns, verification statements, and Student Aid Reports (SARs) 
used to determine eligibility, and any other document when a signature, 
seal, etc., contained on it is necessary for the document to be used for the 
purposes for which it is being retained. 


A school may maintain a record in an imaged media format only if the 
format is capable of reproducing an accurate, legible, and complete copy of 
the original document. When printed, the copy must be approximately the 
same size as the original document. 


Please note that promissory notes that are signed electronically must 
be stored electronically and the promissory note must be retrievable in a 
coherent format. Because MPNs are stored in COD, this requirement can be 
satisfied through COD. 


Special requirements for SARs and ISIRs 

Special maintenance and availability requirements apply for SARs and 
ISIRs used to determine eligibility. It is essential that these basic eligibility 
records be available in a consistent, comprehensive, and verifiable format for 
program review and audit purposes. 


Hard copies of SARs that students submit to schools must be maintained 
and available in their original format or in an imaged media format. The 
ISIR, an electronic record, must be maintained and available in its original 
format (e.g., as it was archived using EDExpress software supplied to the 
school). A school that uses EDExpress has the ability to preserve the ISIR 
data that it has maintained during the applicable award year by archiving the 
data to a disk or other computer format. 


EXAMINATION OF RECORDS 


Location 

A school must make its records available to the Department at a location 
of the school designated by the Department. These records must be readily 
available for review, including any records of transactions between a school 
and the financial institution where the school deposits any FSA funds. 


A school is not required to maintain records in any specific location. For 
example, it may be more appropriate for a school to maintain some records 
in the financial aid office while maintaining others in the business office, the 
admissions office, or the office of the registrar. The responsible administrator 
in the office maintaining the records should be aware of all applicable record 
retention requirements. 


Cooperation with agency representatives 

A school that participates in any FSA program and the school’s third- 
party servicers, if any, must cooperate with the agencies and individuals 
involved in conducting any audit, program review, investigation, or other 
review authorized by law (see sidebar). 
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A school must cooperate by providing 


Timely access to requested records, pertinent books, documents, 
papers, or computer programs for examination and copying by 


Cooperation with agency 
representatives 

Cooperation must be extended to 
the following individuals and their 


authorized representatives: 
an independent auditor, 
the Secretary of the Department of 


any of the agents listed above. The records to which timely access 
must be provided include but are not limited to computerized 
records and records reflecting transactions with any financial 


ene : . . f Education, 
institution with which the school or servicer deposits or has , 
: the Department's Inspector 
deposited any FSA program funds. General, and 
¢ Reasonable access to all personnel associated with the school’s or the Comptroller General of the 
United States. 


servicer’s administration of the FSA programs so that any of the 
agents listed above may obtain relevant information. A school 

or servicer must allow those personnel to supply all relevant 
information and allow those personnel to be interviewed without 
the presence of the school’s or servicer’s management (or tape- 
recording of the interviews by the school or servicer). 


See Chapter 4 for more information on 
independent audits and Chapter 8 for 
information on program reviews. 


A school must also provide this 

cooperation to any guaranty agency in 
whose program the school participates 
and to the school’s accrediting agency. 


If requested by the Department, a school or servicer must provide 
promptly any information the school or servicer has regarding the last 
known address, full name, telephone number, enrollment information, 
employer, and employer address of a recipient of FSA program funds who 
attends or attended the school. A school must also provide this information, 
upon request, to a lender or guaranty agency in the case of a borrower under 
the FFEL Program. 


PRIVACY OF STUDENT INFORMATION (FERPA) 


The Family Educational Rights and Privacy Act (FERPA) limits the 
disclosure of personally identifiable information from school records and 
defines students’ rights to review their records and request a change to them. 


With exceptions such as those noted in this section, FERPA generally 
gives postsecondary students the right to review their education records, 
to seek to amend inaccurate information in their records, and to provide 
consent for the disclosure of their records. 


These rules apply to all education records a school keeps, including 
admissions records (only if the student was admitted), academic records, and 
any financial aid records pertaining to the student. Therefore, the financial 
aid office is not usually the office that develops a school’s FERPA policy or 
the notification to students and parents, although it may have some input. 


Students’ and parents’ rights to review educational records 

A school must provide a student with an opportunity to review his or 
her education records within 45 days of the receipt of a request. A school is 
required to provide the student with copies of education records or make 
other arrangements to provide the student access to the records if a failure 
to do so would effectively prevent the student from obtaining access to the 
records. While the school may not charge a fee for retrieving the records, it 
may charge a reasonable fee for providing copies of the records, provided 
that the fee would not prevent access to the records. 
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FERPA scope 

The relevant law is the Family 
Educational Rights and Privacy Act of 
1974. Do not confuse FERPA with the 
Privacy Act of 1974 that governs the 
records kept by government agencies, 
including the application records in the 
federal processing system. 

20 USC 1232g 


FERPA resources 

The Department has posted a model 
notification on the Family Policy 
Compliance Office website at 
(www?.ed.gov/policy/gen/guid/fpco/ 
index.html). 


The Guide for Developing High-Quality 
Emergency Operations Plans for 
Institutions of Higher Education 
(www.rems.ed.gov/docs/REMS_IHE_ 
Guide_508.pdf) includes a helpful 
FERPA section, among other guidance. 


FERPA citations 

34 CFR 99.10-12 Right of parent/ 
student to review records 

34 CFR 99.20-22 Right of parent/ 
student to request amendment to 
records or hearing 


Additional FERPA disclosures to 
parents 

Aschool may disclose information 
from a student's education records to 
parents in the case of a health or safety 
emergency that involves the student. 


A school may let parents of students 
under the age of 21 know when the 
student has violated any law or policy 
concerning the use or possession of 
alcohol or a controlled substance. 


A school official may share with 
parents information that is based on 
that official's personal knowledge or 
observation and that is not based on 
information contained in an education 
record. 
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While the rights under FERPA have transferred from a student’s parents 
to the student when the student attends a postsecondary institution, FERPA 
does permit a school to disclose a student’s education records to his or her 
parents if the student is a dependent student under IRS rules. 


Note that the IRS definition of a dependent is quite different from that 
of a dependent student for FSA purposes. For IRS purposes, students are 
dependent if they are listed as dependents on their parent’s income tax 
returns. (If the student is a dependent as defined by the IRS, disclosure may 
be made to either parent, regardless of which parent claims the student as a 
dependent.) 


There are several other situations in which a school official may disclose 
information about the student to the student’s parents, as noted in the 
sidebar. 


Prior written consent to disclose the student's records 

Except under one of the special conditions described in this section, a 
student must provide written consent before an education agency or school 
may disclose personally identifiable information from the student’s education 
records. 


The written consent must state the purpose of the disclosure, specify 
the records that may be disclosed, identify the party or class of parties to 
whom the disclosure may be made, and be signed and dated. 


If the consent is given electronically, the consent form must identify and 
authenticate a particular person as the source of the electronic consent 
and indicate that person’s approval of the information contained in the 
electronic consent. 


FERPA responsibilities and student rights 


A school is required to— 


VY annually notify students of their rights under FERPA; 

V include in that notification the procedure for exercising their rights 
to inspect and review education records; and 

V maintain a record in a student's file listing to whom personally 
identifiable information was disclosed and the legitimate interests 
the parties had in obtaining the information (does not apply to 
school officials with a legitimate educational interest or to directory 
information). 


A student has the right to— 


V inspect and review any education records pertaining to the student; 

V request an amendment to his/her records; and 

V consent to disclosure of personally identifiable information from 
education records, except when FERPA permits disclosure without 
consent. 
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The FERPA regulations include a list of exceptions where the school may 
disclose personally identifiable information from the student’s file without 
prior written consent. Several of these allowable disclosures are of particular 
interest to the financial aid office, since they are likely to involve the release of 
financial aid records. 


Disclosures to school officials 

Some of these disclosures may be made to officials at your school or 
another school who have a legitimate interest in the student’s records. 
Typically, these might be admissions records, grades, or financial aid records. 
Disclosure may be made to: 


e other school officials, including teachers, within the school whom 
the school has determined to have legitimate educational interests. 


e to officials of another postsecondary school or school system where 
the student receives services or seeks to enroll. 


Third-party servicers that your school has contracted with to perform a 
Title IV function are considered school officials under FERPA when they 


e perform a school service or function for which your school would 
otherwise use employees, 


e are under the control of your school with respect to the use and 
maintenance of education records, and 


e comply with FERPA requirements about the use of personal 
information from education records. 


A school official may disclose personal information from student 
education records to a servicer who meets the above criteria if the official 
determines that the servicer has “legitimate educational interests.” Your 
school must define in its annual privacy notification who is a school official 
and what is a legitimate educational interest. Also, for such servicers to 
receive disclosures without student consent as though they were school 
officials, they must not use that personal information to set up a bank 
account or maintain a credit balance for students. See DCL GEN-12-08. 


If your school routinely discloses information to other schools where 
students seek to enroll, it should include this information in its annual 
privacy notification to students, or, if not, your school must make a 
reasonable attempt to notify students at their last known address. 


Disclosures to government agencies 

Disclosures may be made for audit, evaluation, and enforcement 
purposes to authorized representatives of the U.S. Department of Education, 
which include employees of the Department—such as those of the National 
Center for Education Statistics and the offices of Federal Student Aid, 
Postsecondary Education, and Civil Rights—as well as firms under contract 
to the Department to perform certain administrative functions or studies. 


In addition, disclosure may be made if it is in connection with financial 
aid the student has received or applied for. Such disclosure may only be made 
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Sole possession records 

Sole possession records are not 

included in the term “education record” 

and thus are not subject to FERPA. They 

are kept in the sole possession of the 

maker of the record and are 

* used as amemory or reference tool, 

+ — not accessible or revealed to any 
other person except a temporary 
substitute for the maker of the 
record, and 

* typically maintained by the school 
official unbeknownst to other 
individuals. 


Records that contain information taken 
directly from a student or that are used 
to make decisions about the student are 
not sole possession records. 


Campus security records 

Records created and maintained by 

a school’s law enforcement unit (or 
whatever office or school official is 
responsible for referring potential 
violations of law to local police 
authorities) are exempt from the privacy 
restrictions of FERPA. A school may 
disclose information from these “law 
enforcement unit records” to anyone— 
including parents or federal, state, or 
local law enforcement authorities— 
without the consent of the student. 


FERPA and crime records 

There are two different FERPA 
provisions concerning the release of 
records relating to a violent crime. 

One concerns the release to the victim 
of any outcome involving an alleged 
crime of violence [34 CFR 99.31(a)(13)]. 
A separate provision permits a school 
to disclose to anyone the final results 
of any disciplinary hearing against 

an alleged perpetrator of a crime of 
violence where that student was found 
in violation of the school’s policy on the 
offense [34 CFR 99.31(a)(14)]. 
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FERPA citations 

34 CFR 99.30 When prior consent is 
required to disclose information 

34 CFR 99.31 When prior consent is not 
required to disclose information 

34 CFR 99.32 Record keeping 
requirement 

34 CFR 99.33 Limitations on redisclosure 
34 CFR 99.34 Disclosure to other 
agencies/institutions 

34 CFR 99.35 Disclosure for federal/state 
program purposes 


Subpoena citations 

20 USC 1232g(b)(1)U)(i) and (ii), (b)(2)(B) 
20 USC 1232g(b)(4) 

34 CFR 99.3 1(a)(9) 

34 CFR 99.32 


Patriot Act changes 

A Dear Colleague Letter issued April 12, 
2002, on changes made to FERPA by 
the 2001 Patriot Act is posted in PDF at 
(www.ed.gov/policy/gen/guid/fpco/ 
pdf/htterrorism.pdf). 


ED’s Family Policy Compliance Office 
website: (www2.ed.gov/policy/gen/ 
guid/fpco/index.html) 
E-mail: FERPA@ED.Gov 


Ex-parte orders and terrorism 
“Terrorism” and “crimes of terrorism” are 
defined in 18 USC 2331 and 2332b(g) 
(5)(B). 


Third-party housing records 

A student housing facility owned 

by a third party that has a contract 
with a school to provide housing for 
its students is considered under the 
control of the school (whether the rent 
is paid directly by the student or by 
the school on her behalf). So records 
maintained by the third party or the 
school related to students living in that 
housing are subject to FERPA. 
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if the student information is needed to determine the amount of the aid or 
the conditions or student’s eligibility for the aid or to enforce the terms or 
conditions of the aid. 


Schools may, without violating FERPA, release personally identifiable 
information on nonimmigrant students with an F, J, or M visa to U.S. 
Immigration and Customs Enforcement in compliance with the Student 
Exchange Visitor Information System program. 


Disclosures in response to subpoenas or court orders 

FERPA permits schools to disclose education records without student 
consent to comply with a lawfully issued subpoena or court order. In most 
cases the school must make a reasonable effort to notify the student who 
is the subject of the subpoena or court order before complying so that he 
may seek protective action. However, the school does not have to notify the 
student if the court or issuing agency has prohibited such disclosure. 


A school may also disclose information from education records, without 
the consent or knowledge of the student, to representatives of the U.S. 
Department of Justice in response to an ex parte order issued in connection 
with the investigation of crimes of terrorism. 


Documenting the disclosure of information 

Except as noted in the sidebar, a school must keep a record of each 
request for access and each disclosure of personally identifiable student 
information to other parties. The record of the request and disclosure must 
identify the parties who requested the information and their legitimate 
interest in the information. This record must be maintained in the student’s 
file as long as the educational records themselves are kept. 


For instance, if Department officials request student records in the course 
of a program review, the school must document in each student’s file that her 
records were disclosed to representatives of the Department. An easy way for 
the school to do this is to photocopy a statement to this effect and include it 
in each student’s file. A statement such as the following would be appropriate 
for a program review conducted by a Department regional office. 


These financial aid records were disclosed to representatives of the 
U.S. Department of Education, School Participation Division, Region __, 
on (Month/Day/Year) to determine compliance with financial aid 
requirements, under 34 CFR Part 99.31(a)(4). 


When redisclosure is anticipated, the additional parties to whom the 
information will be disclosed must be included in the record of the original 
disclosure. For instance, to continue the example for an FSA program review, 
the following statement might be added: 


The School Eligibility Channel may make further disclosures of this 
information to the Department's Office of Inspector General and to the 
U.S. Department of Justice under 34 CFR 99.33(b). Schools should check 
with the program review staff to find out if any redisclosure is anticipated. 
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THE E-SIGN ACT AND INFORMATION SECURITY ea of request not 
require 
The E-Sign Act permits lenders, guaranty agencies, and schools to use A ie does nor haveie record 


electronic signatures and electronic records in place of traditional signatures _ instances where the request for access 
and records that, under the HEA and underlying regulations, otherwise must __ is made by: 
be provided or maintained in hard-copy format. 


The parent or eligible student. 


The E-Sign Act provides specifically for the creation and retention - — Aschool official who has a 
of electronic records. Therefore, unless a statute or regulation specifically legitimate educational interest. 
requires a school to provide or maintain a record or document on paper, *  Aparty with written consent from 


the parent or eligible student. 

A party seeking directory 
information. 

Certain court orders or subpoenas. 


your school may provide and maintain that record electronically. Similarly, 
unless a statute or regulation specifically requires schools to obtain a pen and 
paper signature, you may obtain the signature electronically as long as the 
electronic process complies with the E-Sign Act and all other applicable laws. 


Obtaining voluntary consent for electronic transactions 

Before conducting electronic transactions to provide to a recipient 
of FSA funds, the recipient must affirmatively consent to the use of an 
electronic record. The recipient’s consent must be voluntary and based on 
accurate information about the transactions to be completed. 


HIPAA (privacy of health records) and FERPA 


The Health Insurance Portability and Accountability Act of 1996 (HIPAA) sets standards to 
protect the confidentiality of health information. 


However, the HIPAA Privacy Rule excludes from its coverage those records that are protected 
by FERPA at school districts and postsecondary institutions that provide health or medical 
services to students. This is because Congress specifically addressed how education records 
should be protected under FERPA. For this reason, records that are protected by FERPA are not 
subject to the HIPAA Privacy Rule and may be shared with parents under the circumstances 
described here. 


Your school’s disability services office normally obtains and maintains health records for each 
student who applies for services or waivers, so the receipt and maintenance of health records 
by student services units is well established. 


Note: In many cases a student receiving a waiver from a school’s academic progress policy 
would also have applied for services from your school’s disability services office. Since most 
financial aid offices are not used to handling medical records, you may find it more practical 
to have the disability services office maintain the record and to reference that record in your 
file in the financial aid office. Of course, you will have to ensure that the record maintenance 
requirements are complied with. 


See also (www.hhs.gov/ocr/privacy/hipaa/understanding/coveredentities/ 
hipaaferpajointguide.pdf) for joint guidance on FERPA and HIPAA, and for more information 
on HIPAA, see the U.S. Department of Health & Human Services website: (www.hhs.gov/ocr/ 
hipaa/). 

HIPAA regulations are published as 45 CFR Parts 160, 162, and 164. 
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E-Sign Act 

The Electronic Signatures in Global and 
National Commerce Act (E-Sign Act) was 
enacted on June 30, 2000. The E-Sign 
Act provides, in part, that a signature, 
contract, or other record relating 

to a transaction may not be denied 
legal effect, validity, or enforceability 
solely because it is in electronic form 
or because an electronic signature 

or electronic record was used in its 
formation. 


Disclosures via website 

Subject to certain conditions, disclosure 
may be made through Internet or 
intranet sites. 

CFR 34 668.41(b) & (c) 


Voluntary consent required 
Voluntary consent to participate in 
electronic transactions is required for all 
financial information provided or made 
available to student loan borrowers 
and for all notices and authorizations to 
FSA recipients required under 34 CFR 
668.165—Notices and Authorizations. 


See Volume 4 for more information 
on notices and authorizations for 
disbursements. 


Using electronic processes for 
notifications and authorizations 
So long as there are no regulations 
specifically requiring that a notification 
or authorization be sent via U.S. mail, a 
school may provide notices or receive 
authorizations electronically. You 

may also use an electronic process to 
provide required notices and make 
disclosures by directing students to 

a secure website that contains the 
required notifications and disclosures. 


For additional information on electronic 
transactions involving student loans, 
see Section 2 of Standards for Electronic 
Signatures in Electronic Student Loan 
Transactions, in GEN-01-06, May 2001. 
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The consent must be obtained in a manner that reasonably demonstrates 
that the person can access the information to be provided in an electronic 
form. For example, if you are going to send financial information by email, 
you could send a request for consent to the recipient via email, require the 
recipient to respond in a like manner, and maintain a record of that response. 


Safeguarding confidential information in electronic processes 

Any time a school uses an electronic process to record or 
transmit confidential information or obtain a student’s confirmation, 
acknowledgment, or approval, the school must adopt reasonable safeguards 
against possible fraud and abuse. Reasonable safeguards a school might take 
include password protection, password changes at set intervals, access 
revocation for unsuccessful logins, user identification and entry-point 
tracking, random audit surveys, and security tests of the code access. 


If your school uses an electronic process to provide notices, make 
disclosures, and direct students to a secure website, it must provide notice 
of this each year to each student, whether via email, campus mail, or the 
traditional mail of the U.S. Postal Service. 


The annual individual notice must 


e identify the information required to be disclosed that year, 
e provide the exact Web address for the information, 
e state that persons are entitled to a paper copy upon request, and 


e inform students how to request a paper copy. 


Establishing and maintaining an information security program 

The Federal Trade Commission (FTC) has ruled that most colleges 
are subject to the provisions of the Financial Services Act’s Security 
Provisions (also known as the Financial Services Modernization Act). In 
the regulation, the commission created a definition of financial institutions 
that includes most colleges on the basis of the financial relationships they 
have with students, donors, and others. Consequently, colleges must adopt 
an information security program and draft detailed policies for handling 
financial data covered by the law, such as parents’ annual income, and take 
steps to protect the data from falling into the wrong hands. For specific 
requirements, see the box on “FTC standards for safeguarding customer 
information” on page 156. 


While colleges have flexibility in choosing a system that provides for 
electronic requests for release of personally identifiable information, they 
must ensure that their systems provide adequate safeguards. Also, the FTC 
requirements apply to Title IV third-party servicers, so colleges must use 
servicers that are capable of maintaining such safeguards and must require 
servicers by contract to implement and maintain those safeguards. 
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PREVENTING COPYRIGHT VIOLATIONS 


A school must implement written plans to effectively combat the 
unauthorized distribution of copyrighted material by users of the school’s 
network without unduly interfering with educational and research use of the 
network. 


These plans must include the use of one or more technology-based 
deterrents and procedures for handling unauthorized distribution of 
copyrighted material (including disciplinary procedures). No particular 
technology measures are favored or required for inclusion in the school’s 
plans, and each school retains the authority to determine its own plans, 
including those that prohibit content monitoring. 


The school’s plans must also include measures to educate its community 
about appropriate versus inappropriate use of copyrighted material, including 
the information described under the student consumer information rules in 
Chapter 6. These mechanisms may include any additional information and 
approaches that the school determines will contribute to the effectiveness of 
the plans. For instance, the school might include pertinent information in 
student handbooks, honor codes, and codes of conduct in addition to email 
and/or paper disclosures. 


The school must have a written plan for the periodic review of the 
effectiveness of these measures, using relevant assessment criteria. 


The school must, in consultation with its chief technology officer 
(or other designated officer), periodically review the legal alternatives 
for downloading or otherwise acquiring copyrighted material (and 
disseminate the results, as described in Chapter 6) and offer legal 
alternatives for downloading or otherwise acquiring copyrighted material 
(to the extent practicable and as determined by the school). 


The Department anticipates that individual institutions, national 


associations, and commercial entities will develop and maintain up-to-date 
lists that may be referenced for compliance with this provision. 
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Information security 
requirements 
> Federal Trade Commission 
regulations: 
16 CFR 313.3(n) and 16 CFR 314.1-5 
> Financial Services Modernization 
Act of 1999 (also known as the 
Gramm-Leach-Bliley Act or GLB Act) 
Pub. L. No. 106-102 
Sections 501 and 505(b)(2) 
> 15 USC 6801(b), 6805(b)(2) 
See also GEN-15-18 on protecting 
student information. It gives 
suggestions and resources for following 
industry standards and best practices 
on managing information systems. 


Reporting security breaches to 
students and ED 

Schools are strongly encouraged to 
inform their students of any breaches 
of security of student records and 
information. Schools’ SAIG Agreement 
includes a provision that they must 
immediately notify FSA at CPSSAIG@ 
ed.gov when there is such a breach. 
The Department considers any breach 
to the security of student records 

and information as a demonstration 
of a potential lack of administrative 
capability. 


Copyright requirements 
Program Participation Agreement 
34 CFR 668.14(b)(30) 

See Chapter 6 for requirement to 
disseminate copyright policies. 


Examples of deterrents 
Technology-based deterrents include 
bandwidth shaping, traffic monitoring, 
accepting and responding to Digital 
Millennium Copyright Act (DMCA) 
notices, and commercial products 
designed to reduce or block illegal file 
sharing. 

GEN-10-08 
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FTC standards for safeguarding customer information 


Colleges participating in the FSA programs are subject to 
the information security requirements established by the 
FTC for financial institutions. 


Customer information that must be safeguarded 


These requirements apply to all customer information in 
your school’s possession, regardless of whether it pertains 
to students, parents, or other individuals your school has 
a customer relationship with or pertains to the customers 
of other financial institutions that have provided such 
information to you. 


Customer information means any record containing 
nonpublic personal information’ about a customer of a 
financial institution, whether in paper, electronic, or other 
form, that is handled or maintained by or on behalf of you 
or your affiliates. 


Establishing and maintaining an information security 
program 


As a financial institution covered under these information 
security requirements, your school must develop, 
implement, and maintain a comprehensive information 
security program.’ 


The information security program must be written 

in one or more readily accessible parts and contain 
administrative, technical, and physical safeguards that are 
appropriate to the size and complexity of the school, the 
nature and scope of its activities, and the sensitivity of 
any customer information at issue. 


The safeguards shall be reasonably designed to achieve 

the following objectives: 

- insure the security and confidentiality of customer 
information, 

+ protect against any anticipated threats or hazards to the 
security or integrity of such information, and 

* protect against unauthorized access to or use of such 
information that could result in substantial harm or 
inconvenience to any customer. 


Required elements of an information security 
program 


Designated coordinators. Your school must designate an 
employee or employees to coordinate its information 
security program. 


Risk assessment. Your school must identify reasonably 
foreseeable internal and external risks to the security, 
confidentiality, and integrity of customer information 
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that could result in the unauthorized disclosure, misuse, 
alteration, destruction, or other compromise of such 
information and assess the sufficiency of any safeguards in 
place to control these risks. 


At a minimum, the school’s risk assessment should 
include consideration of risks in each relevant area of your 
operations, including 

+ employee training and management; 

- information systems, including network and software 
design, as well as information processing, storage, 
transmission, and disposal, and 

- detecting, preventing, and responding to attacks, 

intrusions, or other system failures. 


Safeguards and testing/monitoring. Your school must 
design and implement information safeguards to control 
the risks you identify through risk assessment, and 
regularly test or otherwise monitor the effectiveness of 
the safeguards’ key controls, systems, and procedures. 


Evaluation and adjustment. Your school must evaluate 
and adjust its information security program in light of 
the results of the required testing and monitoring, as 
well as for any material changes to your operations or 
business arrangements or any other circumstances that it 
has reason to know may have a material impact on your 
school’s information security program. 


Overseeing service providers. A service provider is any 
person or entity that receives, maintains, processes, or 
otherwise is permitted access to customer information 
through its provision of services directly to your school. 
Your school must take reasonable steps to select and 
retain service providers that are capable of maintaining 
appropriate safeguards for the customer information at 
issue and require your service providers by contract to 
implement and maintain such safeguards. 


! Personally identifiable financial information; and any list, 
description, or other grouping of consumers (and publicly 
available information pertaining to them) that is derived using 
any personally identifiable financial information that is not 
publically available. 


? The administrative, technical, or physical safeguards you use to 
access, collect, distribute, process, protect, store, use, transmit, 
dispose of, or otherwise handle customer information. 


Sources: 

FTC regulations: 16 CFR 313.3(n) and 16 CFR 314.1-5 
Gramm-Leach-Bliley Act: Sections 501 and 505(b)(2) 
U.S. Code: 15 USC 6801(b), 6805(b)(2) 


FSA HB June 2016 


Glossary/Acronyms CFR DCL 


Program Reviews, 
Sanctions, & Closeout 


CHAPTER 8 


In this chapter we discuss program reviews conducted at schools, sanctions 
and corrective actions, and procedures for schools that are ending their 


participation in one or more of the FSA programs. 


PROGRAM REVIEWS BY THE DEPARTMENT 

The Department of Education oversees the FSA programs to ensure they 
are administered properly. One way we do this is by conducting program 
reviews to confirm that schools meet FSA requirements for institutional 
eligibility, financial responsibility, and administrative capability. Program 
reviews identify compliance problems and suggest corrective actions. 


If a school is cited in a program review for improperly disbursing 
FSA program funds, it must restore them as appropriate. If a school is 
cited for other serious program violations, it may be subject to correction 
and sanctions such as fines, emergency action, limitation, suspension, or 
termination, as discussed later in this chapter. 


A program review covers many of the same areas as an audit (see 
Chapter 4), including fiscal operations and accounting procedures as well 
as compliance with the specific program requirements for student eligibility 
and awards. However, program reviews are not conducted annually at every 
school; priority is given to schools that meet criteria specified in the law (see 
the sidebar note on the next page). 


Department program reviewers will 


e analyze school records and identify weaknesses in the school’s 
procedures for administering FSA funds; 


e determine how those weaknesses may subject FSA funds to 
potential or actual fraud, waste, and abuse; 


¢ identify corrective actions that will strengthen the school’s future 
compliance with FSA rules and regulations; 


¢ quantify the harm from any failings of the school and identify 
liabilities where noncompliance has lead to loss, misuse, or 
unnecessary spending of federal funds; and 


e when necessary, refer schools for administrative action to protect 
the interests of students and taxpayers. 
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Related information 

> Audit requirements—Chapter 4 

> Updating the E-App for changes to 
programs and locations—Chapter 5 


FSA assessments 

To assess your school’s compliance 
with the provisions of this chapter, 

see the FSA Assessment module for 
“Institutional Eligibility” 
(www.ifap.ed.gov/qahome/ 
qaassessments/institutionalelig.html). 
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Program review priority 

The law specifies that the Department 

gives priority in program reviews to 

schools that 

+ have a high cohort default rate or 
dollar volume of default, 

- have a significant fluctuation in Pell 
Grant awards or FSA loan volume that 
is not accounted for by changes in the 
programs, 

+ are reported to have deficiencies 
or financial aid problems by the 
appropriate state agency or accrediting 
agency, 

+ have high annual dropout rates, or 

- the Department determines may pose 
a significant risk of failing to comply 
with the administrative capability or 
financial responsibility requirements. 

20 USC 1099c-1(a)(2) 
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Scope of the review 

A program review may be either a general assessment review, a focused 
review, or a compliance assurance review. A general assessment review is 
the most common type of review and is normally conducted to evaluate the 
school’s overall performance in meeting FSA administrative and financial 
requirements. A focused review is normally conducted to determine if 
the school has problems with specific areas of FSA program compliance. 
A compliance assurance review is a tool that is used to help validate the 
Department’s risk assessment system. 


For general assessment, compliance assurance, and some focused 
reviews, the review team will randomly select student files. In general, a 
sample consists of 15 students from each award year under review. The 
review team will analyze the academic file, student account ledger, student 
financial aid file, and admissions file for each student in the sample. 


Reviewers will also examine school records that are not specific to 
individual students. These records include required policies and procedures, 
fiscal records, and consumer information (i.e., the school’s website, school 
catalog[s], pamphlets, etc.). 


It may be necessary for the reviewer to conduct interviews with school 
officials, including academic or education personnel or the registrar, 
admissions personnel, financial aid personnel, fiscal office personnel, 
placement officer, and/or campus security personnel. In addition, the 
reviewer may interview students. 


Location of the review 

Program reviews are typically conducted at the institution. However, 
in some circumstances institutions are asked to submit copies of selected 
records to the Department for review at its offices, and interviews are 
conducted via telephone rather than in person. 


Notification of the review 

Most reviews are announced up to 30 days prior to the review by a 
telephone call to the president and financial aid administrator. The school 
also receives written notice of the review and is asked to provide relevant 
materials prior to the start of the review (e.g., policies and procedures, 
consumer publications, a list of FSA recipients, etc.). The school will also be 
expected to make other records available on-site at the start of the review. 
In some cases, notice for the review is given the day before the review (via 
overnight delivery or fax), the morning of the review (via fax), or at the time 
the review team arrives at the school. 


Schools are required to cooperate with the Department in the event of a 
program review and provide unrestricted access to any and all information 
requested to conduct the review. Failure to provide this access to the program 
review team may lead to an adverse administrative action. 
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School Participation Divisions 


The School Participation Divisions conduct program 
reviews and review compliance audits, financial 
statements, and initial eligibility and recertification 
applications to get a picture of a school’s overall 
compliance. FSA’s School Eligibility Service Group 
(SESG) coordinates the School Participation Divisions, 
which are staffed by personnel in the regions and in 
Washington, DC. Each division is assigned a portfolio of 
schools and is responsible for the oversight functions 
mentioned above for those schools. 


The entire division will evaluate information on 

the school from a variety of sources to identify any 
compliance issues at the school. The division can 
then assess potential risk to the FSA programs and 
determine appropriate action. Once appropriate 
actions are decided upon, the person assigned to the 
school ensures that the recommended actions are 
taken. 


School Participation Divisions will collect and review 
information on a school from many sources, including 
but not limited to: 


+ applications for recertification, 

- financial and compliance audits, 

- state agencies, 

+ accrediting agencies and licensing boards, 
+ student complaints, and 

« Department databases. 


Department obligations 


A School Participation Division may decide to take 
actions that include but are not limited to: 


+ renewing full recertification or awarding only 
provisional certification; 

- initiating a program review; 

+ establishing liabilities; 

- developing a strategy for providing technical 
assistance, 

+ transferring the school to the cash monitoring or 
reimbursement payment method (see Volume 4: 
Processing Aid and Managing FSA Funds); 

+ requiring a letter of credit; and 

+ referring the school for an enforcement action. 


Actions do not always have to be negative. For example, 
the School Participation Division can recommend 

a school for participation in the Experimental Sites 
Program. 


Such oversight provides the additional benefit of 
permitting a school to contact one team that will have 
all information on the school available in one place. 
For a list of phone numbers for the regional School 
Participation Divisions, go to the IFAP website (http:// 
ifap.ed.gov) and click on Help > Contact Information > 
Federal Student Aid Offices. 


For its part in program reviews, the Department is required to 


conduct of program reviews; 


establish guidelines designed to ensure uniformity of practice in the 


e make copies of all review guidelines and procedures available to all 


participating schools; 


e permit schools to correct administrative, accounting, or record 
keeping errors if the errors are not part of a pattern and there is no 


evidence of fraud or misconduct; 


¢ _ base any civil penalty assessed against a school resulting from a 
program review or audit on the gravity of the violation, failure, or 


misrepresentation; 


e inform the appropriate state and accrediting agency whenever it 


takes action against a school; 


e provide schools an adequate opportunity to review and respond to 
any program review report and related materials before a final report 


is issued; and 
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Administrative subpoena 
authority 

HEA Sec. 490A 

The Department has the authority 

to issue administrative subpoenas to 
assist in conducting investigations of 
possible violations of the provisions 
of FSA programs. In addition, the law 
authorizes the Department to request 
the Attorney General to invoke the 
assistance of any court of the United 
States for purposes of enforcing a 
subpoena if necessary. 
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Communication with state 

agencies 

The HEA requires that each state, through 

at least one state agency, must 

+ furnish the Department, upon request, 
with information regarding licensing 
and other authorization for a school to 
operate in that state; 

+ promptly notify the Department of 
revocations of licensure or authorization; 
and 

+ promptly notify the Department of 
credible evidence that a school has 
committed fraud in the administration 
of the FSA programs or has substantially 
violated a provision of the HEA. 


Department's recognition of state agencies 
Sec. 495 of the HEA 

20 USC 1087-1 (b) 

34 CFR 603 


Access to records 

Access includes the right to copy 
records (including computer records), to 
examine computer programs and data, 
and to interview employees without 
the presence of management or the 
presence of the school’s or a servicer’s 
tape recorder. 

Access and examination cite 

34 CFR 668.24(f) 


Appealing audit and program 
review determinations 

The law allows for appeals of final audit 
or program review determinations. 
Note that only a final determination 
may be appealed. The letter 
conveying a final audit determination 
is clearly identified as a Final Audit 
Determination Letter and explains the 
appeals procedures. For a program 
review, the final determination letter 
is identified as a Final Program Review 
Determination Letter. 

34 CFR Part 668 Subpart H 


School Participation Division 
contacts 

You can locate the School Participation 
Division for your region by going to the 
“Help” menu on the IFAP website and 
choosing Contact Information > Federal 
Student Aid Offices. 
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* consider a school’s response in any final program review report 
or audit determination and include in that (1) a written statement 
addressing the school’s response, (2) a written statement of the 
basis for the report or determination; and (3) a copy of the school’s 
response. [20 USC 1099c-1(b)] 


Entrance and exit/status conference 

The review team will hold an entrance conference with school officials 
at the beginning of the review. The purpose of the entrance conference is to 
provide school officials with information about the review and the program 
review process and for reviewers to learn how federal student aid is processed 
at the school. 


The review team will hold an exit or status conference at the end of 
a program review. The purpose of the exit conference is to inform school 
officials about the next steps in the process, summarize preliminary findings, 
advise school officials of any immediate changes that must be made, and/ 
or provide details of any remaining outstanding items. If the fieldwork is 
not complete or the data has not been fully analyzed, a status meeting is 
conducted. A return visit may be necessary or an exit conference may be 
conducted via telephone after further analysis is completed. 


Written report 

The program review team prepares a preliminary written report after 
completion of the review. In most instances, this report will be sent to 
the school within 75 days of the review. The school may respond to this 
report if it wishes to offer additional information to support its position or 
if it disagrees with any of the report’s findings. When the Department has 
fully considered the school’s response and any additional documentation 
provided by the school, the Department will send a Final Program Review 
Determination (FPRD) letter to the school. 


Final Program Review Determination (FPRD) 

An FPRD is a report that includes each finding identified in the 
program review report, the school’s response, and the Department’s final 
determination. The FPRD may require the school to take further action to 
resolve one or more of the findings. This action may include making student 
level adjustments in COD and the G5 payment system, and paying liabilities 
to the Department, student, or lenders on behalf of the student. 


Any funds the school owes as a result of the FPRD must be repaid within 
45 days of the school’s receipt of the FPRD unless the school submits an 
appeal to the Department or enters into a payment plan with ED’s Financial 
Management Group. The cover letter of the FPRD provides instructions on 
how to file an appeal. If payment or an appeal is not received within 45 days, 
the Department may elect to use administrative offset to collect the funds 
owed. 
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Accrediting agency role 


The goal of accreditation is to ensure that 

the education provided by postsecondary 
educational institutions meets an acceptable 
level of quality. The Department recognizes 
agencies that meet established criteria, and 
such recognition is a sign that an agency has 
been determined to be a reliable authority on 
the quality of the institutions or programs the 
agency accredits. 


An accrediting agency can be recognized by the 
Department for institutional or programmatic 
accreditation. An institutional accreditation 
agency accredits an entire institution. A 
programmatic accrediting agency accredits 
specific educational programs, departments, or 
schools within an institution. 


An agency must have standards that effectively 
address the quality of a school or program in the 
following areas: 

« success with respect to student achievement 
in relation to mission, including, as 
appropriate, consideration of course 
completion, state licensing examination, and 
job placement rates; 

+ curricula; 

+ faculty; 

+ facilities, equipment, and supplies; 

+ fiscal and administrative capacity as 
appropriate to the specific scale of 
operations; 

+ student support services; 

+ recruiting and admissions practices, 
academic calendars, catalogs, publications, 
grading, and advertising; 

+ measures of program length and the 
objectives of the degrees or credentials 
offered; 

+ record of student complaints received by, or 
available to, the agency; 

« record of compliance with the school’s FSA 
program responsibilities, based on items 
such as default rate data and the results of 
compliance audits and program reviews and 
any other information that the Department 
may provide to the agency; and 

- any additional accreditation standards the 
accrediting agency deems appropriate. 


There are many additional statutory 
requirements a national accrediting agency must 
meet to qualify for recognition. For example, an 
accreditation agency must: 

+ consistently apply and enforce standards for 
accreditation that ensure that the education 
or training offered by an institution or 
program, including any offered through 
correspondence or distance education, is 
of sufficient quality to achieve its stated 
objectives for the duration of the school’s 
accreditation period; 

+ perform, at regularly established intervals, 
on-site inspections and reviews of institutions 
of higher education (that may include 
unannounced site visits), with particular 
focus on educational quality and program 
effectiveness; 

* agree to submit any dispute involving the 
final denial, withdrawal, or termination of 
accreditation to initial arbitration prior to any 
other legal action; and 

+ if it is an institutional accrediting agency, 
maintain adequate substantive change 
policies that ensure that any substantive 
change to the educational mission, program, 
or programs of an institution after an 
agency has accredited or preaccredited 
the institution do not adversely affect the 
capacity of the institution to continue 
meeting the agency's standards. 


Information and a complete list of agencies 
recognized by the Department can be found at 
(www.ed.gov/admins/finaid/accred/index. 
html). 


Department's recognition of accrediting 
agencies 

Sec. 496 of the HEA 

20 USC 1099b 

34 CFR 602 
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Regulations on corrective 
actions and sanctions 

For details on steps that a school should 
follow in any of these situations, see 
Subpart G of the general provisions 
regulations and Section 600.41 of the 
institutional eligibility regulations. 


Actions due to program 
violations or misrepresentation 
If a school has violated the FSA program 
regulations, the Department may (at 
its sole discretion) allow the school to 
respond to the problem and indicate 
how it will correct it. However, if the 
school has repeatedly violated the 
law or regulations, or the Department 
has determined that the violations are 
egregious, the Department may take 
an emergency action, fine the school, 
or initiate a limitation, suspension, 

or termination of FSA program 
participation. 


Criminal penalties 
HEA Sec. 490 
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CORRECTIVE ACTIONS AND SANCTIONS 


Sanctions 

Sanctions include emergency actions, fines, limitations, suspensions, and 
terminations (see descriptions on next page). The Department may initiate 
actions against any school that: 


e violates the law or regulations governing the FSA programs, its 
Program Participation Agreement, or any agreement made under 
the law or regulations; or 


e substantially misrepresents the nature of its educational programs, 
its financial charges, or its graduates’ employability. For details on 
misrepresentation, see Chapter 6. 


In addition, the Department has the authority to terminate a school or 
program that no longer meets the eligibility criteria given in Chapter 1. 


Similarly, the Department may also sanction a third-party servicer that 
performs functions related to the FSA programs. Further, the Department 
has the authority to sanction a group of schools or servicers if it finds that a 
person or entity with substantial control over all schools or servicers within 
the group has violated any of the FSA program requirements or has been 
suspended or debarred from program participation. See Chapters 1 and 4. 


Criminal penalties 

The law provides that any person who knowingly and willfully 
embezzles; misapplies; steals; obtains by fraud, false statement, or forgery; or 
fails to refund any funds, assets, or property provided or insured under Title 
IV of the Higher Education Act; or attempts to commit any of these crimes 
will be fined up to $20,000 or imprisoned for up to five years, or both. If the 
amount of funds involved in the crime is $200 or less, the penalties are fines 
up to $5,000 or imprisonment up to one year, or both. 


Any person who knowingly and willfully makes false statements, 
furnishes false information, or conceals material information in connection 
with the assignment of an FSA program loan or attempts to do so, will, upon 
conviction, be fined up to $10,000 or imprisoned for up to one year, or both. 
This penalty also applies to any person who knowingly and willfully: 


e makes, or attempts to make, an unlawful payment to an eligible 
lender of loans as an inducement to make, or to acquire by 
assignment, a loan insured under such part. 


e destroys or conceals, or attempts to destroy or conceal, any record 
relating to the provision of FSA program assistance with intent 
to defraud the United States or to prevent the United States from 
enforcing any right obtained by subrogation under this part. 
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Corrective actions and sanctions 


Emergency action 

The Department may take an emergency action to 
withhold FSA program funds from a school or its 
students if the Department receives information, 
determined by a Department official to be reliable, 
that the school is violating applicable laws, 
regulations, special arrangements, agreements, 

or limitations. To take an emergency action, the 
Department official must determine that: 


«The school is misusing federal funds. 

+ Immediate action is necessary to stop this 
misuse. 

- The potential loss outweighs the importance 
of using established procedures for limitation, 
suspension, and termination. 


The school is notified by registered mail (or other 
expeditious means) of the emergency action and the 
reasons for it. The action becomes effective on the 
date the notice is mailed. 


An emergency action suspends the school’s 
participation in all FSA programs and prohibits 

the school from disbursing FSA program funds or 
certifying FFEL applications. The action may not last 
more than 30 days unless a limitation, suspension, 

or termination proceeding is initiated during 

that period. In that case, the emergency action is 
extended until the proceeding, including any appeal, 
is concluded. The school is given an opportunity to 
show cause that the action is unwarranted. 


Fine 

The Department may fine a school up to $27,500 for 
each statutory or regulatory violation. In determining 
the amount of the fine, the Department considers 
the gravity of the offense, the nature of the violation, 
and the school’s size. The school is notified by 
certified mail of the fine action, the amount of the 
fine, and the basis for the action. A school has 20 
days from the date of mailing to submit a written 
request for a hearing or to submit written material 
indicating why the fine should not be imposed. 


Limitation 

Under a limitation, which lasts for at least 12 months, 
the Department imposes specific conditions or 
restrictions upon a school and its administration of 
the FSA programs. As a result, the school is allowed 
to continue participating in those programs. If the 
school fails to abide by the limitation’s conditions, a 
termination proceeding may be initiated. 
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Suspension 

A suspension removes a school from participation 

in the FSA programs for a period not to exceed 60 
days (unless a limitation or termination proceeding 
has been initiated or the Department and the school 
agree to an extension). A suspension action is used 
when a school can be expected to correct an FSA 
program violation in a short time. 


Corrective action 

As part of any fine, limitation, or suspension 
proceeding, the Department may require a school 
to take corrective action. This may include making 
payments to eligible students from its own funds or 
repaying illegally used funds to the Department. In 
addition, the Department may offset any funds to be 
repaid against any benefits or claims due the school. 


Termination 

A termination ends a school’s participation in the 
FSA programs. A school that has violated the law or 
regulations governing the FSA programs, its PPA, or 
any other agreement made under FSA regulations 
and was terminated from participating in the FSA 
programs generally may not apply to be reinstated 
for at least 18 months. 


Possibility of reinstatement 

A school requesting reinstatement in the FSA 
programs must submit a fully completed E-App 

to the Department and demonstrate that it meets 
the standards in 34 CFR Part 668. As part of the 
reinstatement process, the school must show 

that it has corrected the violation(s) on which its 
termination was based, including repaying all funds 
(to the Department or to the eligible recipients) that 
were improperly received, disbursed, caused to be 
disbursed, or withheld. The Department may approve 
the request, deny the request, or approve the request 
subject to limitations (such as granting the school 
provisional certification). If the Department approves 
the reinstatement request, the school will receive a 
new ECAR and enter into a new PPA. 
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Notification requirement 

34 CFR 600.40 

(d) Except as otherwise provided in this 

part, if an institution ceases to satisfy 

any of the requirements for eligibility 
under this part— 

(1) It must notify the Secretary within 
30 days of the date that it ceases to 
satisfy that requirement; and 

(2) It becomes ineligible to continue to 
participate in any HEA program as of 
the date it ceases to satisfy any of the 
requirements. 


Effect on student eligibility for 
interest subsidies 

A student enrolled at a school that 
loses eligibility or discontinues 
participation in the Direct Loan 
program can continue to receive 
interest subsidies if the student enrolls 
and remains enrolled at an eligible 
school. 
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CLOSEOUT PROCEDURES (WHEN FSA PARTICIPATION 
ENDS) 

A school may stop participating in the FSA programs voluntarily or may 
be required to leave involuntarily, as described below. In either situation, it 
must follow the closeout procedures specified in the FSA regulations. 


Involuntary withdrawal from FSA participation 
A school’s participation ends in the following circumstances: 


e the school closes or stops providing instruction for a reason other 
than normal vacation periods or as a result of a natural disaster 
that directly affects the school or its students (see details on next 
page); 

e the school loses its accreditation (see details on next page); 

e the school loses its state licensure; 

e the school loses its eligibility (see details on next page); 

e the school’s PPA expires; 

e the school’s participation is terminated under Subpart G; 

e the school’s provisional certification is revoked by the Department; 

e the school’s cohort default rate exceeds allowable limits; or 


e the school files a petition for bankruptcy or the school, its owner, 
or its CEO is responsible for a crime involving FSA funds. 


Closeout procedures when participation ends 

In general, a school that ceases to be eligible must notify its School 
Participation Division within 30 days of its loss of eligibility to participate in 
the FSA programs. 


The school must also comply with the following minimum requirements: 


e Within 45 days of the effective ending date of participation, 
submit to the Department all financial reports, performance 
reports, and other reports, as well as a dated letter of engagement 
for an audit by an independent certified public accountant of all 
FSA program funds received. The completed audit report must be 
submitted to the Department within 45 days after the date of the 
letter of engagement. 


¢ Report to the Department on the arrangements for retaining and 
storing (for the remainder of the appropriate retention period 
described in Chapter 7) all records concerning the school’s 
management of the appropriate FSA programs. 


¢ Tell the Department how the school will provide for collecting any 
outstanding FSA loans held by the school. 


e Refund students unearned FSA student assistance. (See Volume 5, 
Chapter 2.) 
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End of FSA participation 


School closes or stops providing instruction 
If the school closes its main campus or stops providing instruction on its main campus, its loss of 
eligibility includes all its locations and programs. 


If a school ceases to provide educational instruction in all FSA-eligible programs, the school should make 
arrangements for its students to complete their academic programs. If the school chooses to enter into a 
formal teach-out arrangement, it should contact its school participation division for guidance. 


School loses eligibility 

A school loses its eligibility to participate in the FSA programs when it no longer meets the 
requirements of 34 CFR Part 600, certain requirements of Part 668, or when the Department terminates 
the school under Subpart G of the General Provisions. 


Voluntary withdrawal from FSA participation 

For many reasons a school may voluntarily withdraw from participating in one or all of the FSA 
programs. For instance, a school might wish to withdraw from the Perkins Loan Program to work on 
lowering high student loan cohort default rates. To withdraw from one or all of the FSA programs, the 
school must notify the Department via the electronic application. The school participation division has 
more information on these requirements and procedures. 


A school that withdrew voluntarily (for instance, to lower its default rate) can request to participate again 
without the waiting period required for a school that was terminated from the program involuntarily or 
withdrew voluntarily while under a show cause or suspension order. 


Withdrawing from the FSA programs while under a termination order or other sanction—or to avoid 
being placed under them—is not considered a voluntary withdrawal. 


School loses primary accreditation 

When a school loses its institution-wide accreditation, the Department generally may not certify 

or recertify that school to participate in any FSA program for two years after the school has had its 
accreditation withdrawn, revoked, or otherwise terminated for cause or after a school has voluntarily 
withdrawn under a show cause or suspension order. If a school wishes to be reinstated, it must submit a 
fully completed E-App to the Department. 


The Department will not recertify a school that has lost its institution-wide accreditation in the 

previous two years unless the original accrediting agency rescinds its decision to terminate the school’s 
accreditation. In addition, if a school voluntarily withdrew from accreditation during the last two years 
under a show cause or suspension order, the Department will not recertify the school unless the original 
order is rescinded by the accrediting agency. Finally, a school may not be recertified on the basis of 
accreditation granted by a different accrediting agency during the two-year period. 


There are two exceptions to the two-year rule: 


1. If the Department determines that loss of institution-wide accreditation was due to the school's 
religious mission or affiliation, the school can remain certified for up to 18 months while it obtains 
alternative accreditation. 

2. If a school’s institution-wide accrediting agency loses its Department recognition, the school has up 
to 18 months to obtain new accreditation. 


Note that it is possible for accreditation to be withdrawn from one of the programs at a school without 
affecting the accreditation (and eligibility) of other programs at the school. 
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Definition of commitment 

A commitment under the Pell and 
TEACH grant programs occurs when 

a student is enrolled and attending 

the school and has submitted a valid 
Student Aid Report to the school or 
when a school has received a valid 
institutional student information report. 


A commitment under the Campus- 
Based Programs occurs when a student 
is enrolled and attending the school 
and has received a notice from the 
school of the amount that he or she can 
expect to receive and how and when 
that amount will be paid. 

34 CFR 668.26(e)(1) 


Teach-out plan 
34 CFR 668.14(b)(31) 
Federal Register October 29, 2009 


Also see: 

Teach-out plan definition 

34 CFR 600.2 

Eligibility of additional locations for 
teach-out purposes 

34 CFR 600.32(d) 
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In addition, a school that closes must refund to the federal government 
or, following written instructions from the Department, otherwise distribute 
any unexpended FSA funds it has received (minus its administrative cost 
allowance, if applicable). 


Unpaid commitments and loss of program eligibility 

If a school’s participation ends during a payment period or if a program 
loses its eligibility, but the school continues to provide education in the 
formerly eligible program until the end of the payment or enrollment period, 
the school may use FSA funds it possesses to 


¢ satisfy unpaid Pell Grant or Campus-Based Program 
commitments made to students for that payment period or 
for previously completed payment periods before the school’s 
participation ended. 


e use the FSA funds in its possession to satisfy unpaid Direct Loan 
commitments made to students for that period of enrollment 
before participation ended by delivering subsequent Direct 
Loan disbursements to the students or by crediting them to 
their accounts (if the first disbursement already was delivered or 
credited to the students’ accounts before the school’s participation 
ended). 


Note that the school may request additional funds from ED to meet 
these commitments. 


Teach-out plan 
A school must submit a teach-out plan to its accrediting agency if 


e ED initiates an emergency action or initiates the limitation, 
suspension, or termination of the school’s participation in any FSA 
program; 


e _ the school’s accrediting agency acts to withdraw, terminate, or 
suspend the accreditation or preaccreditation; 


e the school’s state licensing or authorizing agency revokes the 
institution’s license or legal authorization to provide an educational 
program; 


e the school intends to close a location that provides 100% of at least 
one program; or 


e _ the school otherwise intends to cease operations. 


Closure of a branch or location 

A separate closeout audit is not required if a school closes an additional 
location or a branch campus because the next due compliance audit for the 
school must report on the use of FSA program funds at the closed location. 
However, the school must notify the Department of the additional location 
or branch closure. See Chapter 5 for information on reporting information to 
the Department. 
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Loss of eligibility or withdrawal from the Direct Loan Program 

If a school is notified that it has lost its eligibility to participate in the 
Direct Loan Program and the school does not intend to appeal the decision, 
it must immediately inform all current and prospective students of its loss 
of eligibility. The school must also explain that it can no longer originate 
Direct Loans for students or parents. If the school appeals its loss of eligibility 
within the required timeframe, the school may continue originating Direct 
Loans during the appeal process. Once a final decision on the appeal is made, 
the school must take the actions described in the Department’s final appeal 
determination letter. 


If a school plans to withdraw from participation in the Direct Loan 
Program, it must notify the Department of its decision in writing. Once the 
effective date of withdrawal has been established, the school is prohibited 
from disbursing loan funds to the student. However, if your school made a 
first disbursement to the student before it lost eligibility, it may still be able 
to make a subsequent disbursement to that student. See the conditions in 
34 CFR 668.26(d). 
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Recovery of loan discharges 
when branch/location closes 

If an additional location or branch of 

an institution closes and borrowers 
who attended the school obtain loan 
discharges by reason of the closure of 
the location or branch (or improper ATB 
or loan certifications), the Department 
will pursue recovery against the 

larger institution, its affiliates, and its 
principals. 

20 USC 1087(c)(1) 
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This volume of the Federal Student Aid (FSA) Handbook discusses how to calcu- 
late, award, and disburse the proper amounts for the various Title IV programs. 


RECENT CHANGES 
Here are some of the significant changes to Volume 3 for the 2016-17 
award year: 


Chapter 1 


« Sidebar on weeks of instructional time in distance education and competen- 
cy-based programs added. 


« Added regulatory citations for late Direct Loan disbursements. 
« Amended guidance on timing of late disbursements for various programs. 


¢ Sidebar with regulatory citations added on retroactive disbursements and 
prior year charges. 


e Added sidebar regulatory citation for late Direct Loan disbursements. 
e Guidance on retaking coursework in term programs updated. 
Chapter 2 


¢ Guidance added on including books and supplies in the tuition and fees 
COA component. Sidebar with regulatory citation also added. 


¢ Sidebar with regulatory citation added on the timing of providing funds for 


books and supplies. 

« Newexample: “Pell Grant awards & COA with mixed enrollment status” 
added. 

Chapter 3 


¢ Updated guidance on Career Pathway Alternative for Title IV & Pell eligi- 
bility. Pell alternative schedules no longer used. 


e Updated and expanded guidance on minimum Pell Grant and LEU. 


¢ — Eligibility under ATB alternatives for Career Pathway Programs sidebar 
added, with statutory and Dear Colleague Letter citations. 


Program and systems 
information online 


www.fsadownload.ed.gov 
Software: 
« Direct Loan Tools 
+ EDconnect 
+» EDExpress for Windows 
« SSCR for Windows 


Technical References and User 
Guides for: 

+ CPS (ISIR, Summary of Changes, etc.) 
-COD 

+ Electronic Data Exchange 

- EDExpress Packaging 


www.ifap.ed.gov 

+ Federal Registers 

+ Electronic Announcements 

+ Dear Partner/Colleague Letters 

- FSA Assessment modules: 
Student Eligibility— 
www.ifap.ed.gov/qahome/ 
fsaassessment.html 
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¢ Updated Pell Grant award amounts for 2016-17. 


Chapter 4 
Comments? Questions? ¢ Updated Sequester Dear Colleague Letter reference and amounts. 
If you have any comments or questions 
regarding the FSA Handbook, please e Added sidebar on TEACH Grant resources, with hyperlinks: FAQs, Low- 
contact Research and Publications via income School Directory, Highly Qualified Teacher fact sheet, Teacher na- 
email at fsaschoolspubs@ed.gov. tionwide shortage areas, and TEACH Grant certification form. 

Chapter 5 


¢ Clarified and expanded guidance on minimum and maximum loan periods 
for certain students. 


¢ Guidance for refusing to originate or originating for less than maximum 
eligibility clarified. 


¢ Clarified guidance for students completing a program and starting another 
at the same school. 


e Expanded and updated guidance for Direct Loan periods when a student 
transfers to a new school. 


° ae in transfer student with overlapping academic years example 
clarified. 


e Remaining loan eligibility on transfer/program change example 2 language 
clarified. 


¢ Several E-Announcement citations added to Subsidized loan eligibility limi- 
tation (150% rule) sidebar. 


e Expanded and updated Subsidized Loan Eligibility Time Limitation (150% 
rule) main section. 


e Added new sidebar: When to update loan periods and academic years? 


e Added new sidebar: Common COD/NSLDS reporting issues, along with E- 
Announcement citation. 


« Newexample added: 150 Percent Rule: Calculation and reporting, loss of 


subsidy. 

¢ New example added: 150 Percent Rule: Remaining eligibility period of less 
than one year. 

Chapter 6 


« New guidance on Perkins Loan Extension Act added, along with statutory, 
DCL and regulatory sidebar citations. 


e Added guidance on additional Perkins required disclosures. 
Chapter 7 


« New FSEOG & Pell LEU guidance added. 
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CHAPTER | 


Award limits are generally connected to a period of time and to credit or clock-hours attended. 
For instance, all of the programs except Federal Work-Study have a maximum amount that can 
be awarded for an academic year or award year. Measurement of time is important for another 
reason—in most cases, awards from the Federal Student Aid (FSA) programs must be paid in at 
least two installments. For most programs, the amount and timing of the payments is based on the 


academic terms or payment periods in the program. 


ACADEMIC YEAR REQUIREMENTS 

Every eligible program, including graduate programs, must have 
a defined academic year. The academic year is one component used in 
determining the student’s eligibility for Title IV aid. 


A school may have different academic years for different academic 
programs. For example, a school may choose to define the academic year for 
a term-based program differently from a non-term program. In some cases, 
the definition must be different, such as in the case of a clock-hour program 
and a credit-hour program. For FSA purposes, the academic year is defined 
in weeks of instructional time and for undergraduate programs in credit or 
clock-hours. The program’s academic year does not have to coincide with a 
program’s academic calendar. 


A school may treat two versions of the same academic program (day and 
night, for example) as separate programs and define different academic years 
for each version. If your school establishes separate versions of a program, 
with different academic years, but allows individual students to take courses 
from both versions, your school must be able to demonstrate in which 
program the student is actually enrolled. Generally, to be considered enrolled 
in a particular program or version of a program, a student must be taking the 
majority of his or her coursework in that program. 


Although a school may have different academic years for different 
programs, it must use the same academic year definition for all FSA awards 
for students enrolled in a particular program, and for all other FSA program 
purposes. 
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Academic Year requirements 
Academic calendars & terms 
Payment periods 
Grant and Perkins Loan programs 
> Standard and nonstandard terms 
= Clock-hour and non-term credit-hour 
Direct Loan program 
> Standard terms and substantially 
equal nonstandard terms 
=> Clock-hour, non-term credit-hour, and 
nonstandard terms not substantially 
equal in length 
“Successfully complete” 
“Substantially equal” terms 
Direct Assessment payment periods 
Disbursement issues 
Payment period completion requirements 
Timing of disbursements 


Related topics 

Payment periods when student re-enters a 
program after withdrawing—see Volume 5, 
Chapter 2. 

Annual loan limit progression—see Volume 3, 
Chapter 5. 
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Citations 

Award Year: 34 CFR 600.2 

Academic Year: 34 CFR 668.3 

Payment Period: 34 CFR 668.4 

Weeks of instructional time: 34 CFR 668.3(b) 
Weeks of instructional time are used in the 
Pell, and Direct Loan calculations (Chapters 3 
and 5 of this volume). 


ote that the Department has not set a 
regulatory standard for the number of hours 
of instructional time that make up one 

day of instruction. This has been left to the 
reasonable interpretation of schools and their 
accrediting agencies. 


SSS SSS 
Reductions in academic year 
length 

Schools that provide 2- or 4-year associate 
or baccalaureate degree programs may 
apply to ED if they want to establish a full 
academic year of less than 30 weeks of 
instructional time. ED is permitted to grant 
a reduction for good cause to no less than 
26 weeks of instructional time. For further 
details on submitting such a request, see 
34 CFR 668.3 (c). 


Weeks of instructional time (i) 
in distance education and 
competency-based programs 

DCL GEN-14-23 

Q&A #8 in the DCL applies to both distance 
education and CBE programs. 


Minimum program length 
Although most programs are at least one 
academic year in length, some eligible 
programs are shorter than an academic year. 
See Volume 2, Chapter 2 for more detail on the 
requirements for such programs. 


Weeks of instructional time in an academic year 

An academic year for a credit-hour or direct assessment program must 
be defined as at least 30 weeks of instructional time, and for a clock-hour 
program, at least 26 weeks of instructional time. 


The number of weeks of instructional time is based on the period that 
begins on the first day of classes in the academic year and ends on the last 
day of classes or examinations. For all FSA programs, a week of instructional 
time is any period of 7 consecutive days in which at least 1 day of regularly 
scheduled instruction, examination, or (after the last day of classes) at least 
1 scheduled day of study for examinations occurs. Instructional time does 
not include periods of orientation, counseling, homework, vacation, or 
other activity not related to class preparation or examination. Therefore, 
the weeks of instructional time may be less than the number of calendar 
weeks that elapse between the first day of classes and the last day of classes or 
examinations. 


Credit or clock-hours in an academic year 

The law and regulations set the following minimum standards for 
coursework earned by a full-time student in an academic year in an 
undergraduate educational program (including direct assessment programs): 


¢ 24 semester or trimester credit-hours or 36 quarter credit-hours 
for a program measured in credit-hours; or 


¢ 900 clock-hours for a program measured in clock-hours. 


There is no minimum hours component to the definition of an academic 
year for graduate and professional programs. For purposes of Direct Loans, 
a loan period certified for an academic year in a graduate or professional 
program would include the weeks of instructional time in the academic year 
and the hours a full-time student is expected to complete in those weeks. See 
Chapter 5 for more details on loan limits. 


Awards are affected when a program does not meet one of the 
academic year standards 

The FSA academic year that a school defines for a program has to meet 
the regulatory minimums for both clock or credit-hours AND weeks of 
instructional time. In some instances, the academic year may not coincide 
with the academic calendar of the school. These cases may affect Pell Grants 
and loan disbursements, and, in Direct Loans, annual loan limits and annual 
loan limit progression. 


For example, awards would be affected if a program is an academic year 
in length in credit or clock-hours but not in weeks of instructional time. 
Also, for a program longer than an academic year in length, awards would 
be affected if the completion of the credit or clock-hours in the program’s 
academic year does not coincide with completing the weeks of instructional 
time in the academic year. 
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Counting Weeks of Instructional Time 


This graphic illustrates how you would count 
weeks of instructional time in a standard 
semester term where classes are held 
Monday through Friday. In this hypothetical 
term,* August 1st is a Sunday, and classes 
begin on August 23rd and end December 
10th, with examinations held December 
13th-17th. 


The circles indicate the points at which each 
of the weeks of instructional time begin. 
There are 17 weeks of instructional time. 


There are no classes on Labor Day 
(September 6th), Veterans Day (November 
12th), nor during Thanksgiving break 
(November 24th-26th), however, each 

of these weeks still counts as a week of 
instructional time (as does the week of exams 
in December), since each includes at least 
one day of qualified instruction. 


If a week in the term has no days of 
instruction, examination, or (after the last day 
of classes) study for examination, that week 
does NOT count as a week of instructional 
time. For example, a week comprised entirely 
of vacation days is not a week of instructional 
time. 


*Note that this example is not meant to 
illustrate any specific calendar year. 
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Typical length of standard terms 
For additional information on this topic, 

see the preamble to the General Provisions 
regulations published November 29, 1996, 
page 60581). 


Credit-hour definition 

34 CFR 600.2 

DCL GEN-11-06 

A credit-hour is now formally defined, for Title 
\V aid purposes, as an amount of work that 
reasonably approximates not less than: 


1. one hour of classroom or direct faculty 
instruction and a minimum of two hours 
of out of class student work each week 
for approximately fifteen weeks for a 
semester or trimester hour, or ten to 
twelve weeks for one quarter hour of 
credit (or the equivalent amount of work 
over a different amount of time); or 


2. at least an equivalent amount of work 
as required in #1 for other 
academic activities such as laboratory 
work, internships, practica, studio work, 
or other academic work leading to the 
award of credit-hours. 


Note that the classroom/direct faculty 
instruction time and out of class student 
work requirement in #1 does not mean you 
must have a certain number of hours of those 
specific types of instruction every week, it is 
an average required over the length of the 
course and may be institutionally established 
equivalencies that reasonably approximate 
the minimum standard using different 
measures of student work. 


You may set a higher standard that requires 
more student work per credit-hour, and you 
may use a measure or metric different from 
this definition for academic and non-federal 
aid purposes. 


If the program in question is using the clock- 
hour to credit-hour conversion formula, 

the above guidance does not apply to the 
definition of a credit-hour. 


ACADEMIC CALENDARS & TERMS 

Schools offer programs with many kinds of academic calendars that 
differ from the traditional fall-spring school year. For purposes of the FSA 
programs, there are three basic types of academic calendars: standard term, 
nonstandard term, and non-term. 


Generally, a term is a period in which all classes are scheduled to begin 
and end within a set time frame, and academic progress is measured in 
credit-hours. However, if these periods overlap within a program, they may 
not be treated as a term-based program for FSA purposes. Term-based 
programs can have either standard terms or nonstandard terms. 


Standard terms: semesters, trimesters, and quarters 

Semesters and trimesters are terms that are generally 15 to 17 weeks 
long. An academic calendar that uses semesters traditionally has two terms, 
in the fall and spring, and a trimester academic calendar traditionally has 
three terms, in the fall, spring, and summer. Academic progress is measured 
in semester credit-hours, and full-time is at least 12 semester credits. 


Similarly, quarter terms are approximately 10 to 12 weeks in length and 
the academic calendar includes three quarters in the fall, winter, spring, and 
often a summer term. Academic progress is measured in quarter credit- 
hours, and full-time is at least 12 quarter credits. 


You may combine shorter terms or modules to meet the requirements 
of a standard term such as a semester. For example: a program is offered in 
8 nonstandard terms, each 6 weeks in length, and students earn 6 quarter 
credits in each term. You may choose to combine each consecutive pair of 
nonstandard terms and consider the program to be offered in 4 quarters. 


In certain limited cases for academic programs offered in standard terms, 
a short nonstandard term may be treated as part of one of the standard 
terms, and the combined terms may be considered to be a single standard 
term. For example, a program is offered in a calendar consisting of two 
15-week semesters and a 4-week intersession. To consider the program as 
consisting only of semesters, the intersession may be treated as part of one 
of the two semesters as long as the same treatment is applied for all FSA 
purposes to all students enrolled in the program. In addition, hours taken 
in the intersession must count towards a student’s enrollment status for the 
combined term and costs for the intersession must be appropriately included 
in the cost of attendance. 


If you choose not to combine a nonstandard term in this manner, the 
program must be treated as a non-term program for Direct Loans, and a 
Formula 3 program for Pell and TEACH Grants. The fact that you did not 
combine the term does not negate the requirement that a student must be 
considered for Title IV aid if enrolled and eligible in the term. 
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Nonstandard terms 
Nonstandard terms are terms (where all coursework is expected to 


begin and end within a set period of time) that are not semester, trimester, 
or quarter terms. In some cases, the terms may be of unequal length, though 
it is also possible for programs with terms of equal length to be considered 


nonstandard. For instance, a school could offer a program with six 


consecutive 5-week modules, with each module counting as a nonstandard 


term. 


Unlike standard terms, the length of the term is not necessarily 


associated with the type of credit-hours awarded. Some nonstandard terms 
are the length of a semester (14-17 weeks) but award quarter credits. Others 


are the length of a quarter (10-12 weeks) but award semester credits. 


Non-term characteristics 


If a program measures progress in clock-hours, it is always treated as 
a non-term program. A program that measures progress in credit-hours is 


considered to be using a non-term calendar if it has: 
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courses that do not begin and end within a set period of time; 


courses that overlap terms; 


self-paced and independent study courses that overlap terms; or 


sequential courses that do not begin and end within a term. 


eS ee ee Se See 
Credits and nonstandard terms 
Remember, just because progress ina 
program is measured in semester or quarter 
credits, this does not necessarily mean that 

he program is offered in semester or quarter 
erms. Also, even though a school may label a 
erm as a quarter, semester, or trimester, it may 
be considered a nonstandard term for federal 
student aid purposes if it does not conform 

o the federal student aid standards for a 
semester, trimester, or quarter. 


— kx —————— Eee eee 
Combining terms examples 

See the example at the end of this section 

for guidance on combining concurrent and 
consecutive terms. 


Open entry-term or non-term? 
If a student whose academic program is 
term-based is enrolled primarily in non-term 
coursework (i.¢.,, open-entry/exit courses), you 
must award and disburse aid to the student 
using non-term rules, e.g., 

Calculating the student's Pell Grant 
using a Pell formula appropriate for the 
student's enrollment; 
Using a borrower-based academic year 
(BBAY) when awarding loans to the 
student; and 
Withholding a second disbursement until 
the student has successfully completed 
the coursework and half of the weeks of 
instructional time. 
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Combining concurrent terms 


Clark University offers a program in both 15-week terms and 8-week terms. Clark University combined 
two 8-week terms with a 15-week term to make each semester; each semester provides 16 weeks of 


instructional time.* 
8 weeks* 
* * 
~w 15 weeks a... 15 weeks . 


Term 1 Term 2 


Combining consecutive terms 


Sanders College offers a separate degree program in education with a short 4-week* term between 
two 15-week* semesters. The terms don't overlap. Sanders College has defined the academic year for 
this program as 24 semester hours and 34 weeks of instructional time. Sanders College could combine 
the short term with one of the standard terms, and, for purposes of FSA programs, treat the program 
as being offered in two semesters: 


~] =] 
ie 15 weeks* istic 15 weeks* 
=] J 
pea an es 


Term 1 (19 weeks) Term 2 (15 weeks) 


i 


Sanders College can also choose not to combine the terms. In this case, the program would have 

a 4-week term and two semesters. For certain FSA program requirements, this may mean you will 
treat all terms in a nonstandard term manner, or as part of a non-term program. For more details, see 
discussion on previous pages. 


Treatment of modules 


A school may choose to group modules together and treat the entire period as a term. (For example, 
grouping three five-week* modules together may create a 15-week* semester; or grouping four one- 
month modules into a 16-week semester would be acceptable.) 


<Swis® JL Swi _Swis® > <[swis® J Swis_] L_Swist | > 


4 wks] [ 4wis* 1> CL 4wis* | T4wks* 


On the other hand, programs that are offered in modules may sometimes be counted as programs 
measured in nonstandard terms. For example, in a program that offers six 5-week modules, each 
module could be treated as a nonstandard term. In addition, a school may choose to consider a 
program that consists of consecutive modules as a non-term program. Whatever academic calendar 
your school adopts for a program, you must apply it to all students enrolled in that program and 
document the program's treatment in your policies and procedures manual. 


*Weeks in these examples are weeks of instructional time, as defined earlier in this chapter. 
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PAYMENT PERIODS 

The definition of a payment period is applicable to all FSA programs 
except FWS. The common definition is integral to requirements for the 
administration of FSA funds. For example, FSA program disbursements 
(except FWS payments) must be made on a payment period basis. Another 
example is that a student’s satisfactory academic progress (SAP) evaluation is 
required to correspond with the end of a payment period. 


For clock-hour programs, the payment period is defined not only 
in clock-hours but also in weeks of instructional time. A student must 
successfully complete the clock-hours and weeks of instructional time in a 
payment period to progress to the next payment period. 


For Direct Loans, the payment period for clock-hour programs, non- 
term credit-hour programs, and nonstandard term programs with terms not 
substantially equal in length are defined in clock or credit-hours and weeks 
of instructional time (as has been the case for the other FSA programs). 
Previously for such programs, second disbursements in loan periods were 
based on the calendar midpoint of the academic year. A student must 
successfully complete the clock-hours and weeks of instructional time in a 
payment period to progress to the next payment period (as has been the case 
for annual loan limit progression and for grant and Perkins Loan payment 
period progression in clock-hour and non-term credit-hour programs). 


For FSA purposes, you will use either “term-based” payment periods (the 
payment period is the term), or payment periods based on the completion of 
credit or clock-hours and weeks of instructional time. The payment period 
you use depends on the kind of academic calendar your school uses, as 
described here, and the FSA program for which you are disbursing funds. 


Programs using standard terms or substantially equal nonstandard 
terms (term-based) 

For credit-hour programs that use standard terms, or that use 
nonstandard terms that are substantially equal in length (see sidebar), the 
payment period is the term itself. 


Programs with nonstandard terms not substantially equal in length 

For purposes of Pell Grants, TEACH, FSEOGs, and Perkins Loans, if 
the program uses nonstandard terms, the payment period is the term. This 
includes terms that are not substantially equal in length. 


For Direct Loans, if a credit-hour program has nonstandard terms that 
are not substantially equal in length, use the non-term payment periods 
described in the following section, under “Clock-hour programs and non- 
term programs.” 
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Payment periods 
34 CFR 6684 


aa a ea aa ae ea ae 
Two payment period limit in 

an academic year or program 
Unless you are using terms as payment 
periods under FSA rules, there are no more 
than two payment periods in the lesser of the 
program, the academic year, or the remainder 
of the program. 


You may make multiple disbursements 
within a single payment period; however, 
schools should note that making multiple 
disbursements within a payment period 
does not create a new or additional payment 
period. 


aa ee a ee eee ar 
“Successfully Completes” 

34 CFR 668.4(h)(2) 

A student “successfully completes” credit 

or clock-hours if your school considers the 
student to have passed the coursework 
associated with those hours. 


——————_—_——_——SSE—— SSS SSS Sew 
“Substantially Equal in Length” 

34 CFR 668.4(h)(1) 

For purposes of measuring payment periods 

in programs offered in nonstandard terms, 
“substantially equal” means that no term in the 
program is more than 2 weeks of instructional 
ime longer than any other term in that 
program. “Not substantially equal in length” 
means nonstandard terms that have at least 1 
erm more than 2 weeks of instructional time 
onger than another in the same program. 
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Direct Loan payment periods for 
graduate/professional students 
(clock-hour, non-term, etc.) 

For a graduate or professional student in 

a clock-hour or non-term program, or a 
program with terms not substantially equal in 
ength, the Direct Loan payment period is 1/2 
of what a fulltime student would be expected 
© complete, in both weeks of instructional 
ime and credit or clock-hours. This policy also 
relates to annual loan limit progression for 
graduate or professional students (for more on 
oan limits, see Chapter 5 of this volume). 


—SEE eee 

Unable to determine completion 

of hours in payment period 

34 CFR 668.4(c)(3) 

If your school is tracking progress by clock 

or non-term credit-hours and is unable to 

determine when a student has successfully 

completed half of the credit or clock-hours in 

a program, academic year, or remainder of a 

program, the student is considered to have 

begun the second payment period of the 

program, academic year, or remainder of a 

program at the later of the date (identified by 

the school) that the student has successfully 

completed: 
half of the academic coursework in 


the program, academic year, or the 
remainder of the program; or 


half of the number of weeks of 


instructional time in the program, 
academic year, or the remainder of the 
program. 


—SSa See ee er ea 
Clock-hour programs with terms 
The payment periods for clock-hour programs 
that use terms are determined in the same 
way as for non-term clock-hour programs. 


The student must successfully complete all 
the clock-hours in the payment period before 
receiving any more FSA funds. If a student 
doesn't complete all the hours scheduled for 


a term, each payment period still contains the 
number of clock-hours originally scheduled, 
even if this means that none of the student's 
succeeding payment periods coincide with 
the terms. 


Clock-hour and non-term programs 

The following types of programs must use payment periods that are 
based on the time it takes for the student to successfully complete the credit 
or clock-hours and weeks of instructional time in the payment period: 


e non-term credit-hour programs 


¢ clock-hour programs 


for Direct Loan purposes, nonstandard term credit-hour programs 
with terms not substantially equal in length 


If you are determining the payment periods for a program for which 
one of the measures (either clock or credit-hours or length of instructional 
time) is less than an academic year and the other measurement is not, the 
program is considered less than an academic year in length, and you follow 
the payment period rules for a program that is less than an academic year. 


If the program is one academic year or less, the academic year or program 
is divided into two payment periods. The first payment period is the period 
in which the student successfully completes half of the credit or clock-hours 
AND half of the weeks of instructional time in the program. The second 
payment period is the period in which the student completes the remainder 
of the program. 


If the program is more than one academic year in length: 


e Use the rule for one academic year (above) for each full academic 
year in the program. 


¢ For any remaining portion of a program that is half of an academic 
year or less, the remaining portion is treated as a single payment 
period. 


¢ For any remaining portion of a program that is more than half of 
an academic year but less than a full academic year, the remaining 
portion is divided into two payment periods and the first payment 
period is the period in which the student successfully completes 
half of the credit or clock-hours AND half of the weeks of 
instructional time in the remaining portion. 
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Appendix A: Nonterm Examples 

Nonterm Example 1: Clock-hour program 

A student enrolls in a clock-hour program with an academic year (AY) of 900 clock hours and 26 weeks of instructional time. The program is 900 

clock hours and 26 weeks of instructional time in length and consists of 6 successive graded courses. Each course has 150 clock hours and is 

completed over 4 weeks of instructional time. Our student successfully completes all 6 courses except the second course that the student 

immediately repeats and passes. 

In this case the scheduled payment periods are identical for the student's Pell Grant and Direct Loan and are % of the length of the program in 

clock hours and weeks of instructional time: 450 clock hours and 12 weeks of instructional time. However, the first payment period is extended 

since the first 450 clock hours attended were not successfully completed. The student does not complete the first payment period until after 

attending for 600 clock hours and 15 weeks of instructional time due to the need to successfully complete the 450 clock hours in the payment 

period. As a result, the second disbursement date must be rescheduled, and the school will need to report the rescheduled disbursement date for 

the second disbursement to COD for Pell and Direct Loans. 

Payment periods 

450 clock hours AND 13weeks of instruction 450 clock hours AND 13 weeks of instruction 
3 weeks of | 
450 hours 150 hours failed. | 150 hours [isha | 150 hours 450 hours 450 hours 

: earned. No hours earned. earned by i pai hc 43 . ; : earned. earned. earned. 

: Payment period passing repeat mp t iod Program 

i extended. of 2"" course. paeene pee : completed. 

First disbursement Second disbursement 
‘oO 
g 
3 
ia) 
= 
Me 
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Nonterm Example 2: Work completed fast in 2"" year 


A nonterm, two-year program of 48 semester hours and 60 weeks of instructional time has an academic year of 24 semester hours and 30 weeks 
of instructional time. Students in the program are expected to complete the first 24 hours over 36 weeks of instructional time, and the final 24 
semester hours in 24 weeks of instructional time. The student completes each of hours 1-12 and 13-24 in 18 weeks of instructional time and each 
of hours of 25-36 and 37-48 in 12 weeks of instructional time. 
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For the grant and Perkins Loan programs, by definition, all four payment periods are 1/2 of the defined academic year: 12 hours and 15 weeks of 
instructional time. 


Pell Grant & Perkins Loan Payment periods 


12 semester hours AND 15 weeks of instruction 12 semester hours AND 15 weeks of instruction 12 semester hours AND 15 weeks of instruction 12 semester hours AND 15 weeks of instruction 


15 weeks of instruction attended 15 weeks of instruction attended 15 weeks of instruction attended 15 weeks of instruction attended 


12 hours completed 12 hours completed 12 hours completed 12 hours completed 


2™ Pell 

1* payment period completed after student 
has completed 15 weeks of instruction and 
earned 12 hours (3 weeks toward the 2" 
payment period) 


1* Pell 

1* payment period completed after student has completed 18 
weeks of instruction and earned 12 hours (3 weeks of instruction 
toward the 2" payment period) 


2™ payment period completed after student 
has completed 12 weeks of instruction and 
earned 12 hours 


2™ payment period completed after student has completed 18 
weeks of instruction and earned 12 hours (6 weeks toward the 1st 
payment period of 2" Pell) 


} 


1" disbursement —1* Pell 2™ disbursement —1* Pell 1" disbursement —2™ Pell 2™ disbursement — 2" Pell 
In 19" week of instruction In 37" week of instruction In 49" week of instruction 


For Direct/Direct PLUS, the first loan must be certified for 36 weeks of instructional time to ensure the loan period covers both measures of the 
FSA academic year. The first loan period will have two payment periods of 12 hours and 18 weeks. 


The second loan period, for the balance of the program, will have the same number of semester hours (24), but will be certified for fewer weeks of 


instructional time (24). Thus, the second loan period is divided into two payment periods of 12 hours and 12 weeks of instructional time. There is 
no proration of the annual loan limits since the remaining balance of the semester hours equals the semester hours of the academic year. 


(continued on next page) 
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Non-term Example 2, continued 


Direct Loan Payment periods 


12 semester hours AND 18 weeks of instruction 


18 weeks of instruction attended 


12 hours completed 


1* loan 
1* payment period completed after student has completed 18 
weeks of instruction and earned 12 hours 


1" disbursement —1* loan 


2™ disbursement —1* loan 
In 19" week of instruction 


12 semester hours AND 18 weeks of instruction 


18 weeks of instruction attended 


12 hours completed 


2" payment period completed after student has completed 18 
weeks of instruction and earned 12 hours 


12 semester hours AND 12 weeks of 
instruction 


12 weeks of instruction attended 


12 hours completed 


2™loan 

1* payment period completed after student 
has completed 12 weeks of instruction and 
earned 12 hours 


1° disbursement —2" loan 
In 37" week of instruction 


12 semester hours AND 12 weeks of 
instruction 


12 weeks of instruction attended 


12 hours completed 


2 payment period completed after student 
has completed 12 weeks of instruction and 
earned 12 hours 


2™ disbursement —2™ loan 
In 49" week of instruction 
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Nonterm Example 3: More hours earned in the first academic year 


A nonterm, two-year program of 48 semester hours and 60 weeks of instructional time has an academic year of 24 semester hours and 30 weeks 
of instructional time. Students are expected to complete the first 30 semester hours over 30 weeks of instructional time in the first period of 
enrollment. They are then expected to complete 18 semester hours in the last 30 weeks instructional, 9 hours in each half of 15 weeks of 
instructional time. 


For the grant and Perkins Loan programs, the payment periods are half of the weeks and half the hours of the FSA academic year: 12 hours and 
15 weeks each. 


Pell Grant and Perkins Loan Payment periods 


12 semester hours AND 15 weeks of instruction 12 semester hours AND 15 weeks of instruction 


Completed after student has completed 15 weeks of instruction and earned Completed after student has completed 15 weeks of instruction and earned 
15 hours (12 hours for first payment period and 3 toward completing the : 15 hours (9 hours for second payment period and 6 toward completing the 
second payment period) : third payment period) 


ee ene eee ene ee 


First disbursement Second disbursement 


12 semester hours AND 15 weeks of instruction TS SCleStey ioe ANDI WeehsoUrenucnon 


Completed after student has completed 15 weeks of instruction andearned Completed after student has completed 15 weeks of instruction and earned 
; 9 hours (6 hours for third payment period and 3 toward completing the ; 9 hours toward completing the fourth payment period and the program 
: fourth payment period) : ; 
First disbursement Second disbursement 


(continued on next page) 
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Non-term Example 3, continued 


For Direct/Direct PLUS, you will certify a loan for the first academic year using start and end dates reflecting the first 30 weeks of instructional time 
since a student would complete the hours of an academic year within that time. Note that where 6 semester hours in the first period of enrollment 
would be considered part of the third payment period for grants/Perkins, for Direct/Direct PLUS, they would be considered as part of the initial 
BBAY loan period. Thus, for Direct/Direct PLUS, the second loan period is the remaining balance of the program: 18 hours and 30 weeks of 
instructional time. 


For the first loan period, the payment periods are 15 hours and 15 weeks of instructional time, i.e., half of the weeks of instructional time and half 
of the hours the student is expected to complete in the loan period. For the second loan period, the remaining balance of the program is less than 
an academic year in length based on the hours; however, both hours and weeks of instructional time are greater than ‘2 of the academic year. 
Therefore, there are two equal payment periods of 9 hours and 15 weeks of instructional time. Note that the annual loan limits must be prorated 
for this second period of enrollment by 18/24 based on the semester hours in the loan period and the hours in the defined academic year. 


Direct Loan Payment periods 


15 semester hours AND 15 weeks of instruction 15 semester hours AND 15 weeks of instruction 


Completed after student has completed 15 weeks of instruction and earned Completed after student has completed 15 weeks of instruction and earned 
15 hours ; : 15 hours 
First disbursement Second disbursement 


9 semester hours AND 15 weeks of instruction 9 semester hours AND 15 weeks of instruction 
Completed after student has completed 15 weeks of instruction andearned Completed after student has completed 15 weeks of instruction and earned 


9 hours i : 9 hours 


First disbursement Second disbursement 
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Nonstandard Term Example: Terms not substantially equal 


For a nonstandard term program, you may have to use different payment periods for Direct Loans 
than the ones you use for FSA grants and Perkins Loans. In this example, we show how the payment 
periods for a Pell Grant and a Direct Loan can differ in a program that has nonstandard terms that are 
not substantially equal in length. In this program, the payment periods for Pell Grants are the terms, 
while the payment periods for the Direct Loan are the non-term payment periods. 


Pell Grant: Payment periods are the nonstandard terms (3 disbursements) 


12 weeks of instruction 6 weeks of instruction 12 weeks of instruction 


4 1st disbursement 4 2nddisbursement 4 3rd disbursement 


Direct Loan: Payment periods are determined by credit-hours and weeks (2 disbursements) 


12 semester hours AND 15 weeks of instruction 12 semester hours AND 15 weeks of instruction 


4 1st disbursement 4 2nd disbursement 


LS —E—;_-~—EK<;&—E_—EK{—iiC—~__________________—~__ FSA HB Jul 2016 


DCL CFR Glossary Acronyms Chapter 1 — Academic Calendar, Payment Periods, & Disbursements 


Example: Disbursement for half-time student in a non-term program 


The illustration shows the disbursements for a half-time student enrolled in a program of 48 semester credits 
that a full-time student completes in 60 weeks of instructional time. For this program, the school has defined 
the academic year as 24 semester credits and 30 weeks of instructional time. 


Under the regulations, this half-time student would receive second disbursements after completing half of 
the credit-hours AND half of the weeks of instructional time in the academic year. Because the student in the 
example is a half-time student, it takes the student 30 weeks of instructional time to successfully complete 
12 credit-hours. The student is eligible for a new loan and a new Pell Grant once the student has successfully 
completed 24 credit-hours and 60 weeks. 


First academic year (24 semester hours) 


a yN WLS 

1st Pell disbursement 30 weeks elapsed 60 weeks elapsed 

1st loan disbursement Student has completed 12 credits 24 credits completed 
2nd Pell disbursement End of first academic year 
2nd loan disbursement 

Second academic year (24 semester hours) 

a a aS 

New Pell Grant and loan award begin after 30 weeks elapsed in 2nd academic year 60 weeks elapsed in 2nd year 

student completes 24 semester hours and Student has completed 36 credits 48 credits completed 

weeks in first academic year 2nd Pell disbursement for 2nd year End of program 


Ist Pell disbursement for 2nd year 2nd loan disbursement for 2nd year 
1st loan disbursement for 2nd year 
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Non-term Programs—One Academic Year or Less 


In both of these examples, the school defines the academic year for the program as 24 
semester hours and 30 weeks of instructional time. The first program is less than an academic 
year; the second program is a full academic year. 


Program 1 = 16 semester hours & 20 weeks of instructional time 


4. 1st payment period - 4 2nd payment period - 
8 semester hours 8 semester hours 
AND 10 weeks* AND 10 weeks* 


Program 2 = 24 semester hours & 30 weeks of instructional time 


4 1st payment period 4 And payment period - | 
12 semester hours 12 semester hours 
AND 15 weeks* AND 15 weeks* 


Academic Year 


Non-term Programs—More than an Academic Year 


In both of these examples, the school defines the academic year for the program as 24 
semester hours and 30 weeks of instructional time. The first program is an academic year 
with a remaining portion less than half of an academic year; the second program is an 
academic year with a remaining portion greater than half of an academic year. 


Program 1 = 30 semester hours and 36 weeks of instructional time 


4 1st payment period - 4 2ndpaymentperiod- 4%  — 3rd payment period - 
12 semester hours 12 semester hours |  6semester hours AND 6 weeks* 
AND 15 weeks* AND 15 weeks* | Since at least one measure is half or 
less of the academic year, a single 
payment period 
Program 2 = 40 semester hours and 50 weeks of instructional time 
| 
4 1st payment period 4 2nd payment period 4p. 3rd payment period a 4th payment period 
12 semester hours 12 semester hours 8 semester hours 8 semester hours 
AND 15 weeks* AND 15 weeks* AND 10 weeks* AND 10 weeks* 


*Weeks of instructional time. 
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Progression based on completion of hours and weeks (rather thater- —  ———=_:z ==&k&£&=&=&=#=== 
based progression) Clock-hour payment period 

As described in the previous section, there are two cases where you must ean a of 
use credit or clock-hours and weeks of instructional time to determine the 


| hot th ad Payment period progression in clock- 
eneH on Mie Payment Deno: hour programs requires that the student 


complete both the clock-hours and weeks of 
e clock-hour and non-term credit-hour programs; and instructional time. 


¢ for Direct Loans, programs with terms not substantially equal in 
length. —————————— 
Completion requirements 
Payment periods: 34 CFR 668.4 
For these programs, each subsequent payment period cannot begin until Pell Grants: 34 CFR 690.75(a)(3) 
the student successfully completes the credit or clock-hours and weeks of Direct Loans: 34 CFR 685.301(b) and (b)(6) 
instruction in the previous payment period. TEACH: 34 CFR 686.11 
Excused absences: 34 CFR 668.4(e) 
Except for a second or subsequent loan period in Direct Loans, if a 
student completes additional weeks of instructional time or hours while 
completing the other measure of a payment period, these additional weeks or 
hours count toward completing the next payment period. For Direct Loans, 
the first payment period of a second or subsequent loan period includes only 
the weeks of instructional time and hours that begin on the first calendar day 
of the new loan period. 


Excused absences in clock-hour programs 


In a clock-hour program, you are allowed to count a limited number of excused absences when deciding whether 
the student has completed the hours in a payment period. An excused absence may only be counted if the student 
is excused from hours that were actually scheduled, were missed, and do not have to be made up for the student to 
receive the degree or certificate for the program. 


For instance, a student in a program that has 450-clock-hour payment periods might miss 20 clock-hours and only 
have attended 430 clock-hours at the point where other students that did not miss any clock-hours had received 
450 clock-hours of instruction. If your school has an excused absences policy, the 20 missed clock-hours are 
considered excused, and this student could be paid the next disbursement. 


To be counted for FSA purposes, excused absences must be permitted in your school’s written policies. Under FSA 
regulations, no more than 10% of the clock-hours in a payment period may be considered excused absences. If your 
school’s accrediting agency or the state agency that legally authorizes your school to operate allows fewer hours to 
be counted as excused absences, you must follow the stricter standard rather than the FSA standard. 


Direct Assessment program payment periods 
34 CFR 668.10, Dear Colleague Letter GEN-13-10 


Because Direct Assessment programs don't use credit or clock-hours as measures of learning, you must establish a 
method to reasonably equate the Direct Assessment program (or Direct Assessment portion of any program) to credit 
or clock-hours for the purpose of determining the payment periods in the program. You must provide a reasonable 
written description that supports your claim that the program or portion of a program is equivalent to a specific 
number of credit or clock-hours (note that any credits awarded for “life experience” are not counted for FSA purposes). 


Once you have established credit or clock-hour equivalencies, Direct Assessment program payment periods are 
measured in the same manner as other programs, according to the payment period rules described earlier in this 
chapter. 
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Disbursement by Payment Period Required 
(except as provided in the discussion following this chart) 


Program Type Pell, TEACH, FSEOG, & Perkins Loan 


Credit-hour programs offered in 

standard terms & nonstandard term Term Term 
programs offered in terms that are 

substantially equal in length. 


Credit-hour programs offered in The payment period is the successful 
nonstandard-terms that are not completion’ of: — Term 
: ; : + half of the weeks of instructional time in the 
substantially equal in length. academic year/program less than an 
academic year; and 
half of the credit-hours in the academic year/ 
program less than an academic year. 
For the remainder of a program equal to or less 
than half of an academic year, the payment 
period is the remainder of the program. 


Clock-hour programs and non-term The payment period is the successful The payment period is the successful 
credit-hour programs. completion! of: completion! of: 

- half of the weeks of instructional time inthe | * half ofthe weeks of instructional time in the 
academic year/program less than an academic year/program less than an 
academic year; and academic year; and 
half of the clock/credit-hours in the academic half of the clock/credit-hours in the academic 
year/program less than an academic year. year/program less than an academic year. 

For the remainder of a program equal to or For the remainder of a program equal to or less 
less than half of an academic year, the pay-_| than half of an academic year, the payment 
ment period is the remainder of the program. period is the remainder of the program. 


' Successful completion means that the student has earned a passing grade or otherwise received credit for the credits or clock-hours in the payment period. 
2If a program is offered in a combination of standard and nonstandard terms and the program does not qualify to use a Scheduled Academic Year, or “SAY” (see 
Chapter 5 for details on SAYs and Borrower Based Academic Years—BBAYs), then for Direct Loan purposes, the program is subject to the disbursement require- 
ments that apply to nonstandard programs that are not substantially equal in length. 


Direct Loan Disbursements within a single term/payment period 
Unless it qualifies for the special rule based on low cohort default rates (see below), a school must generally make two disbursements of a 
Direct Loan that is certified or originated for a single term or a single payment period: 


- For credit-hour programs offered in standard terms or nonstandard terms that are substantially equal in length with no term less than 
9 weeks of instructional time in length (SESW, see later in this chapter for more on SE9W), the second disbursement may not be paid 
until the calendar midpoint between the first and last scheduled days of class in the loan period. 


- For all other programs, including clock-hour and non-term credit-hour programs, and nonstandard term programs with terms that are not substantially 
equal or with terms that are substantially equal and less than 9 weeks of instructional time in length, for a remainder of a program equal to or less than / 
an academic year (or the term if the terms are substantially equal) the second disbursement may not be paid until the student successfully completes /2 
of the weeks of instructional time in the payment period, and half of the clock or credit-hours in the payment period. 


Special rule: Schools with cohort default rates of less than 15% for each of the 3 most recent fiscal years for which data are available, may 
disburse, in a single installment, loans that are made for: 1 semester, 1 trimester, 1 quarter or, for loans made for a 4-month period or less, 
for one nonstandard or non-term loan period. Note that a program offered in substantially equal terms at least nine weeks in length (SE9W) 
may not disburse in a single installment for a term if the term is longer than four months. In the case of loans made to students in study 
abroad programs, the home school’s default rate must be less than 5 percent for the most recent fiscal year for which data are available to 
qualify for this special rule. 


Pell or TEACH disbursements within a single term 

If a school uses Formula 3 to calculate a Pell Grant or TEACH Grant, the student's total payment for a payment period may exceed 50 percent 
of the student's annual award. However, the disbursements of the student's Pell or TEACH Grant in the payment period cannot exceed 50 
percent of the student's annual award until the student completes, in the payment period, at least half of the weeks of instructional time in 
the academic year. 
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Review of completion 


Term-based programs using credit-hours 

For a credit-hour term program, there is no requirement that a student 
successfully complete all of the coursework to receive payment in 

the next term. For instance, a student could receive a Direct Loan 
disbursement in the spring term after failing several courses in the Fall 
term, provided that the student was still making satisfactory progress 
under the school’s policy. (However, if the program uses nonstandard 
terms that are not substantially equal in length, you must use the non- 
term-based rules for Direct Loan disbursements, below.) 


Pell, Perkins Loans, FSEOG and TEACH Grants in clock-hour or non- 
term programs 


For a credit-hour program without terms or a clock-hour program, 

a school may disburse a Pell, Perkins Loan, FSEOG or TEACH grant 
only after it determines that the student has successfully completed 
the credit or clock-hours and weeks of instructional time in the prior 
payment period. 


Direct Loans in clock-hour, non-term, and certain nonstandard term 
programs 


If an educational program does not use terms to measure academic 
progress for FSA purposes, the school may not make the second loan 
disbursement until the student successfully completes the weeks of 
instructional time and the credit or clock-hours in the payment period. 
These coursework completion requirements apply to clock hour and 
non-term programs, and programs with nonstandard terms that are not 
substantially equal in length. 
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Disbursement timing citations 
Disbursement by payment period: 

34 CFR 668.164(b), 

HEA Sec. 428G(a) 

Early disbursements: 34 CFR 668.164 (f) 
30-day delay for 1st-time Direct Loan 
borrowers: 34 CFR 685.303(b)(5) 
Disbursement of 2nd and subsequent 
disbursements: 34 CFR 685.303(d)(3) 

Late Direct Loan disbursements: 34 CFR 
685.303(d)(4) 

For more on methods of disbursement to 


students/parents, see Volume 4. 


Disbursement by payment 
periods 

The Cash Management Regulations specify 
that a school must disburse all FSA grant and 
loan funds on a payment period basis. For 

all types of programs other than FWS, FSA 
funds are disbursed using the payment period 
definitions in 34 CFR 668.4. 


First-time borrower 

34 CFR 685,303(b)(5)(i) 

A first-time borrower is someone who has not 
previously received a Direct Subsidized Loan, 
a Direct Unsubsidized Loan, a Subsidized 

or Unsubsidized Federal Stafford Loan, or a 
Federal Supplemental Loan for Students (SLS) . 
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TIMING OF DISBURSEMENTS—GENERAL RULES 

Except for Federal Work Study (FWS) wages, FSA disbursements are 
made on a payment period basis. Except for FWS and late Direct Loan 
disbursements, you must disburse the Title IV funds during the payment 
period to which they apply. The timing of disbursements is especially 
important for Pell Grants, TEACH Grants, and Direct Loan funds, because 
you must report disbursement dates to the Department (through the 
Common Origination and Disbursement [COD] system). 


Basic rules for early and delayed disbursements 

In general, the earliest that a school may disburse FSA funds by crediting 
the student’s account or by paying directly to the student or parent is 10 days 
before the first day of classes for that payment period. 


For non-term credit-hour and clock-hour programs, the earliest a school 
may disburse FSA funds (other than FWS wages) is the later of: 


e 10 days before the first day of classes for that payment period; or 


e the date the student completed the previous payment period for 
which he or she received FSA funds. 


This disbursement timing limitation is also applicable to Direct Loan 
and Direct PLUS Loan disbursements in credit-hour programs with non- 
standard terms that are not substantially equal in length. In some cases, as 
we'll discuss, other restrictions apply. 


If a student is in the first year of undergraduate study and is a first-time 
borrower, your school may not disburse the first installment of the Direct 
Loan until 30 calendar days after the student’s program of study begins. You 
are not required to delay disbursement for such students if you have a cohort 
default rate of less than 15 percent for each of the three most recent years for 
which data are available, or if you are a home institution originating a loan 
to cover the cost of attendance in a study-abroad program and have a cohort 
default rate of less than 5 percent for the single most recent year for which 
data are available. 


If a student is scheduled to begin class in a module of a term-based 
program that starts after the first day of classes for the semester, you may 
not make the initial disbursement until 10 days before the start of the first 
module in which the student is scheduled to begin attendance. Also, if you 
post a credit to a student’s account before the earliest date permitted by 
regulation, the date the FSA funds are considered to be disbursed is the 
earliest date permitted by regulation. 


FSA HB Jul 2016 


DCL CFR Glossary Acronyms Chapter 1 — Academic Calendar, Payment Periods, & Disbursements 


Early disbursement & advance credit to account 


e 
AA 


Aug 25 
Dec 21 


| 


Aug 2: School posts credit to Aug 15: School disburses 
student's account. funds 10 days before 1st day 
of classes. 


The earliest a school may disburse funds is 10 calendar days before the first day of class in the semester (August 
15 is the example). 


If you post a credit to a student's account before the earliest date permitted by regulation (August 2nd vs. August 
15 in the example), for FSA purposes, the date the aid is considered to be disbursed is the earliest date permitted 
by regulation: August 15. 


Disbursement rules for terms made up of modules 


When a student is attending a modular program, but won't attend the first module, the date when classes 
begin for making disbursements is the starting date of the first module that the student will actually attend. 


The earliest the school can pay a student who is scheduled to begin attendance in the second of three 
5-week modules that make up the payment period is 10 days before the first day of the second module (or 
30 days after the second module begins, if the student is a first-time, first-year borrower and the school does 
not meet the requirements for a waiver in 34 CFR 685.303(b)(5)). 


Module Example: A 1-year program with no terms awards 24 credit-hours, which are taught in a series of 
six 4-hour modules. The school groups the modules into two 12-hour payment periods. The first payment 
period takes 15 weeks to complete. The student cannot progress to the second payment period until the 
student successfully completes 12 credit-hours and the 15 weeks of instruction have elapsed. If the student 
fails the first 4-hour module, he or she will still need to successfully complete three modules (for a total of 12 
credits) to progress to the next payment period. 
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Retroactive disbursements 
General: 34 CFR 668.164(k) 

Pell: 34 CFR 690.76(b) 

Direct Loans: 34 CFR 685.303(d)(4) 
For more on methods of disbursement to 
students/parents, see Volume 4. 


Prior year charges allowance (JB) 
34 CFR 668.164(c)(3) 

You may include up to $200 for prior-year 
charges in one or more payment periods in 
the current award year ($200 total, not in each 
payment period in the current award year). 
This $200 allowance must only be for tuition, 
fees, school-provided room & board, and, 
with the student's or parent's authorization, 
educationally related goods and services 
provided by the prior-year school. 


Multiple loan disbursements 
within a payment period 


A school may schedule multiple 
disbursements within a payment period, as 
long as the disbursements in a loan period are 
substantially equal. 


However, for non-term and clock-hour 
programs, a school may not elect to have 
more than two payment periods per loan. 


Schools that use payment periods as the basis 
for their Return of funds calculations should 
note that making multiple disbursements 
within a payment period does not create 

a new or additional payment period. See 
Volume 5 of the FSA Handbook to see how 
withdrawal calculations handle multiple 
disbursements. 
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Retroactive disbursements for completed periods 

Your school must pay a student retroactively for any completed payment 
periods within the award year if the student was eligible for payment in those 
periods. Thus, in the case of a Pell Grant, if you don’t receive a valid SAR/ 
ISIR for a student until the spring term, but the student was also enrolled 
and eligible for a disbursement in the previous fall term, that student must be 
paid retroactively for the fall term. 


If you are paying a Pell or TEACH Grant for a completed term in the 
same award year in which no disbursement has been made, the grant must 
be based on the hours completed by the student for that term. If the student 
had enrolled full time at the beginning of the fall term but dropped to 
half-time status by the end of the term, the retroactive disbursement must 
be based on half-time status. At a term school, all completed coursework 
counts toward enrollment status, including earned F’s and incompletes that 
have not converted to “F” grades because the student failed to complete the 
coursework. 


For Direct Loans, an eligible student may receive loans for all payment 
periods within the loan period, unless the student was ineligible for the 
prior payment period due to failure to meet SAP standards, in which case 
the student may not receive Direct Loan funds for the prior period(s) in 
which they did not meet SAP requirements. If one or more payment period 
have elapsed before you make a loan disbursement, you may include loan 
proceeds for a completed payment period if the student completed at least a 
half-time course-load in that period. For instance, you could include the Fall 
term and its costs when originating a loan for the student in the Spring, if 
your school’s half-time standard is 6 credit-hours and the student received a 
“B” and an incomplete in two 3-hour courses taken that Fall. 


In the case of loans disbursed on a payment period basis, if a student 
attended the previous payment period but did not maintain eligibility for a 
Direct Loan, you may not include the previous payment period or its costs in 
the loan period. 


A school can make the retroactive disbursements in one lump sum. 


Multiple disbursements within a payment period 

FSA regulations generally permit schools to pay FSA funds at such 
times and in such installments within each payment period as will best meet 
students’ needs. This gives schools the ability to apportion the payment 
if doing so will be in the best interest of the student. For example, if a 
payment period is particularly long, a school might choose to pay in multiple 
installments to the extent program requirements permit to ensure that a 
student will have funds to pay rent later in the payment period. 


Also bear in mind that FSA funds must be provided to students in a 
timely manner to best assist them in paying their educational expenses. 
Consequently, a school may not delay the disbursement of funds until after 
the 60% point, for example, to avoid performing a Return of Title 1V Funds 
calculation and the requirements that go along with it, or to prevent the 
student from having to return funds upon withdrawal. 
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TIMING OF FSA GRANT & PERKINS LOAN DISBURSEMENTS 
Disbursements in credit-hour term-based programs 

As noted earlier, for a student enrolled in a credit-hour program that 
uses any type of academic term, for Pell, TEACH, FSEOG, and Perkins 
Loan program funds, the payment period is the academic term. Under the 
advance payment method, FSA grants actual disbursement information can 
be submitted no earlier than 7 calendar days prior to the disbursement date. 


Disbursements in clock-hour and non-term credit-hour programs 

For clock-hour programs and non-term credit-hour programs, a 
student can receive the first disbursement of FSA grant or Perkins Loan 
funds when the student begins the program or academic year. The student 
becomes eligible to receive a disbursement of FSA grant funds for the second 
payment period when the student successfully completes half of the weeks of 
instructional time AND half of the credit-hours/clock-hours in the academic 
year or program or the remaining portion of a program that is more than 
one-half of an academic year but less than a full academic year. 


Timing of grant disbursements within a payment period 

You may time the disbursement of Pell and TEACH Grant funds for 
a payment period to best meet the needs of students at your school. For 
instance, some schools credit the student accounts for school charges as 
soon as is permissible, and then pay the credit balance to students when they 
begin classes. Other schools wait until the end of the add/drop period to 
disburse funds, or pay students in monthly installments to help meet living 
expenses throughout the payment period. (If, as opposed to making multiple 
disbursements within the payment period, your school rations disbursements 
to students by crediting the entire disbursement for the payment period 
to the student’s account and making periodic disbursements to the 
student from these funds, you must have the student’s voluntary written 
authorization.) 


Uneven disbursements of FSEOG & Perkins 

A school that is awarding an FSEOG or a Perkins Loan for a full 
academic year must disburse a portion of the grant or loan during each 
payment period. In general, to determine the amount of each disbursement, a 
school will divide this award amount by the number of payment periods the 
student will attend. However, if the student incurs uneven costs or receives 
uneven resources during the year and needs extra funds in a particular 
payment period, your school may disburse the additional FSEOG or Perkins 
amounts to the student in whatever manner best meets the student’s needs. 


Timely Pell & Iraq & Afghanistan Service Grant reporting 

With the addition of Pell and Iraq & Afghanistan Service Grant Lifetime 
Eligibility Used (LEU) monitoring, it is important to submit Pell and Iraq & 
Afghanistan Service Grant disbursement information in a timely manner. 
You must submit Pell and Iraq & Afghanistan Service Grant disbursement 
information to COD no later than 15 calendar days after making a 
disbursement or adjustment. To ensure you and other schools have the most 
accurate information available about students’ LEUs, you should submit 
information to COD as early as possible in the required 15 day timeframe. 
Doing so may help prevent an overaward. Failure to submit the data in the 
15 days could result in the Department disallowing the disbursement. 
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Perkins & FSEOG disbursements 
Payment by payment period: 

34 CFR 674.16(b) and 676.16(a) 

Uneven costs/uneven payments: 

34 CFR 674.16(c) and 676.16(b) 

Paying prior to student beginning 
attendance: 34 CFR 674.16(f) 

and 674.16(d) 


SES SS See 
Submitting disbursement records 
A school must submit disbursement records 
to the COD system no later than 15 days after 
making a Pell or Direct Loan disbursement. 


—————————————————E—— as 
Reporting Perkins loan 
disbursements 

34 CFR 674.16(i) 

You must report each Perkins loan and each 
Perkins Loan disbursement to NSLDS and 

one of the three national credit bureaus (or a 
ocal credit bureau affiliated with one of those 
hree bureaus). You must report the amount 
and date of each disbursement, information 
concerning repayment and collection of the 
oan until its paid in full, and, if applicable, 

he date the loan was repaid, canceled, or 
discharged for any reason. Any change to 
information previously reported must be 
reported to the same credit bureau(s) to 
which the information was originally reported. 


[ae aa 
Books and supplies Pell 
disbursement 

34 CFR 668.164(i) 

You must provide a means by which a Pell 
recipient can obtain or purchase, by the 
seventh day of a payment period, books 
and supplies for the payment period 
(assuming the student has a credit balance 
to be disbursed). 


Timely FSA Grant reporting 
Federal Register Feb 28. 2013 
Electronic Announcement Mar 15, 2013 
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Interim Disbursements 

34 CFR 668.58—Interim disbursement options 
34 CFR 668.59—Consequences of change in 
FAFSA information 


Timing of correspondence 
program disbursements for Pell 
and TEACH Grants 

Pell: 34 CFR 690.66 

TEACH: 34 CFR 686.25 


For non-term correspondence programs, 

you make the first disbursement to a student 
after the student completes 25 percent of the 
essons or otherwise completes 25 percent 

of the work scheduled for the program or 
academic year, whichever occurs last. You 
make the second disbursement to a student 
after the student completes 75 percent of the 
lessons or otherwise completes 75 percent 
of the work scheduled for the program or 
academic year. 


For term-based correspondence programs, 
you make the first disbursement to a student 
for each payment period after the student 
completes 50 percent of the lessons or 
otherwise completes 50 percent of the work 
scheduled for the term, whichever occurs last. 


INTERIM DISBURSEMENTS 

Under certain limited circumstances, you may make interim 
disbursements to students. If you have no reason to believe that an 
applicant’s FAFSA information is incorrect, prior to verification, you may do 
the following: 


1. Make one Pell, Perkins, or FFEOG disbursement for the applicant’s 
first payment period; 


2. For FWS, employ or allow another entity to employ the applicant, 
once he/she is an eligible student, for the first 60 consecutive days 
after the student’s enrollment in the award year; or 


3. Originate a Direct Subsidized Loan, but not disburse loan funds. 


If, after verification, and ensuring that you've addressed any corrections 
(in accordance with the regulation on the consequences of changes in FAFSA 
data, 34 CFR 668.59), none of the changes to the applicant’s FAFSA data 
will result in a change in the amount he is eligible to receive under any Title 
IV program, you may take any of the three actions noted above, as well as 
disburse a Direct Subsidized Loan prior to receiving the corrected valid SAR 
or ISIR. 


Additional grant disbursement notes 


Disbursements exceeding 50 % of award 


If you use Formula 3 to calculate a Pell or TEACH Grant, the student's total payment for a payment 
period may exceed 50 percent of the student's annual award. However, the disbursements of the 
student's Pell or TEACH Grant in the payment period cannot exceed 50 percent of the student's annual 
award until the student completes, in the payment period, at least half of the weeks of instructional 
time in the academic year. Therefore, you generally must make at least two disbursements to the 
student in the payment period. 


You may not withhold funds as an administrative convenience if you wish to make a single 


disbursement. 
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DIRECT LOAN DISBURSEMENTS 
Standard terms and substantially equal nonstandard terms at least 
nine weeks in length (SE9W) 

If the program uses standard academic terms (semesters, trimesters, or 
quarters) or it has nonstandard terms of substantially equal length, at least 
one disbursement must be made in each term in the loan period. A program 
is considered to have substantially equal terms if no term in the program is 
more than two weeks of instructional time longer than any other term in the 
program. 


If there is more than one term in the loan period, the loan must be 
disbursed over all terms of the loan period. For example, if a loan period 
is for an academic year that includes three quarters, the loan must be 
disbursed in three substantially equal disbursements. 


If there is only one term in the loan period, the loan generally must be 
disbursed in two payments. In a credit-hour program that uses a semester, 
trimester, or quarter system, or is “SE9W,” (see sidebar) the second 
disbursement may not be made until the student reaches the calendar 


midpoint between the first and last scheduled days of class of the loan period. 


Clock-hour programs, non-term credit-hour programs, and 
programs with non-standard terms that are not substantially equal 

If the program is one academic year or shorter, the loan period is 
usually the length of the program. (For more information on non-term loan 
periods, see Chapter 5.) If the program is longer than an academic year, there 
will usually be another loan period for any subsequent academic year or 
remaining portion of an academic year. 


Direct Loan disbursements 
Standard terms and terms that are 
substantially equal in length: 

34 CFR 668.4(a) 

Programs without terms, clock-hour programs 
& terms not substantially equal: 

34 CFR 668.4(b), (©), and (h)(2) 

Late disbursements: 34 CFR 685.303(d)(4) 


Nonstandard “SE9W” terms 

If a credit-hour program has nonstandard 
terms, the terms are substantially equal in 
length, and each term is at least 9 weeks of 
instructional time in length, then the terms, 
for annual loan limit progression purposes, are 
referred to as “SEOW." 


The length of terms are measured in weeks of 
instructional time, as defined in this chapter. 
Nonstandard terms are substantially equal 

if no term in the loan period is more than 2 
weeks of instructional time longer than any 
other term in that loan period. 


For more detail on SEW terms, see Chapter 5 
of this volume. 


Disbursements that include funds for completed payment periods 


34 CFR 685.303(b)(4) 


The regulations allow a school to include in a single disbursement the disbursements for any payment periods that have ended. 
However, the COD system (except for schools exempted because of low default rates) requires schools to enter at least two 
anticipated disbursement dates. Therefore, when creating a loan origination record for a Direct Loan when you intend to include 
disbursements for any payment periods that have ended in a single disbursement, you should enter the actual date you anticipate 
making the disbursement as the anticipated date for all disbursements that would be included. For example, consider a school 


attempting to submit an origination when the data is as follows: 


Loan period: 9/1/15 - 5/30/16 

Number of disbursements typically required: 2 
Payment period 1: 9/1/15 - 12/20/15 

Payment period 2: 1/6/16 - 5/30/16 

Date school creates origination record: 1/9/16 


origination record. 
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If you anticipate making the single required disbursement on 
January 16, you should enter January 16 as the dates for both 
the first and second disbursements when you create the 
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Low cohort default rate 
exemptions 

Section 428 G (a)(3) and (b)(1) of the HEA, 
Direct Loans 34 CFR 685.303(d)(6) 


Single disbursements for 
study-abroad students 
34 CFR 685.303(d)(6)(i)(B) 


If a borrower is enrolled in a study-abroad 
program approved for credit by the home 
school and the home school had a cohort 
default rate less than 5% in the single most 
recent fiscal year for which data are available, 
the school may make a single disbursement 
of the loan proceeds. Also see the Cohort 
Default Rate Guide on IFAP. 
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For each loan period in these programs: 


¢ The loan must be disbursed in at least two substantially equal 
amounts, with the first disbursement generally disbursed at or near 
the beginning of the loan period; and 


¢ The second half of the loan proceeds may not be disbursed until 
the student has successfully completed half of the coursework and 
half of the weeks of instructional time in the loan period. 


The payment period for the remainder of a program less than or equal to 
one-half of an academic year is the remainder of the program. 


When a Direct Loan is made for one payment period, the loan must 
be disbursed in two installments, and the second installment may not be 
disbursed until the student has successfully completed half the number of 
credit or clock-hours and half the weeks of instructional time in the payment 
period. 


Exceptions to disbursement rules for 
schools with low default rates 

Schools with cohort default rates of less than 15 percent for each of the 
three most recent fiscal years for which data are available, including eligible 
foreign schools, may disburse, in a single installment, loans that are made 
for one semester, one trimester, one quarter, or a four-month period. Such 
schools also are not required to delay the delivery or disbursement of a first 
disbursement of a loan for 30 days for first-time, first-year undergraduate 
borrowers. 


You may pay a student in an eligible study-abroad program in one 
disbursement, regardless of the length of the loan period, if your school’s 
most recently calculated cohort default rate is less than 5 percent for the 
single most recent fiscal year for which data are available. 


When a school that qualifies for the cohort default rate exemption offers: 
¢ terms not substantially equal in length; 
* non-term credit-hour programs; or 
¢ clock-hour programs; 
the payment period, for purposes of Direct Loan funds, is the portion of the 
program to which the cohort default rate exemption applies. For example, 
if the loan period for a non-term credit-hour program is three months in 
length and the institution meets the cohort default rate exemption, the three- 


month loan period is the payment period, and only one disbursement of the 
loan is required for that period. 
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When student fails to begin attendance or attends less than half-time 
after receiving a Direct Loan disbursement 

Although you may be able to make a first disbursement of a Direct Loan 
before the student begins attending classes (as described above), in order to Failing to begin attendance & 
remain eligible for a Direct Loan, the student must actually begin attendance, Direct Loan eligibility 
on at least a half-time basis, in the period of enrollment (i.e., the loan period) = DCL GEN-13-02 


for which the loan was intended. ie inane 
34 CFR 668.21 (a)(2)(i),(ii) 


If the student doesn’t attend at least half-time, or doesn’t begin 
attendance in any classes, they will lose eligibility for the loan, and you must 
take some further steps. In either case, you must report the change in the 
student’s enrollment status using NSLDS enrollment reporting. The student’s 
loan servicer will then change the student’s loan status from in-school to 
grace period, or from an in-school deferment to repayment status. 


If the student fails to begin attendance in any classes in the loan period, 
you must return any Direct Loan funds that were applied to the student’s 
account, as well as the amount of any payments made for the payment period 
by the student (or on behalf of the student) to the school, up to the amount 
of the loan funds disbursed. Submit a downward adjustment to the loan 
amount through the COD system; you may be able to disburse the funds to 
another student rather than returning the funds, since Direct Loan funds 
are not student-specific. If you actually need to return funds, this must be 
done through G5. You must not return Direct Loan funds to the federal loan 
servicer in this circumstance. You must also notify the federal loan servicer 
that the student has not or will not begin attendance. The servicer then will 
issue a final demand letter to the student for any funds disbursed directly to 
the student. 


If the student who has already received Direct Loan funds begins 
attendance in the loan period, but does so on a less-than-half-time basis, the 
student becomes ineligible for the loan, and you must not make any further 
disbursements of the loan, unless the student resumes enrollment on at 
least a half-time basis, but neither your school nor the student is required to 
return any loan proceeds. 
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Enrollment status and retaking 
coursework provisions and 
limitations 

34 CFR 668.2(b) 

34 CFR 668.20(d),(f) 


———————————————— =z 
Retaking coursework school 
policy and operations 

Your school may establish a policy that 
permits or bars students from retaking 
previously passed coursework, for example, 

to improve grade point average. Based on 
such policies, the applicable guidance in the 
Handbook and regulations can be used to 
determine how to award Title IV aid. 


You may wish to consult with your school’s 
registrar to ensure that your school's class 
repetition policy is properly coordinated 

and implemented by both offices, including 
any changes that need to be made to the 
registrar's policies and operations for enrolling 
students or reporting enrollment to NSLDS. 


a 
Repeating after program 
completion 

Any student who completes an entire non- 
term credit-hour or clock-hour program, and 
later re-enrolls to take that same program 
again or to take another program, may be 
paid for repeating coursework regardless of 
the amount of time between completion of 
the first program and beginning the program 
or another program again. 


Satisfactory progress & repeated 
coursework 

For satisfactory academic progress purposes, 
each time a course is taken counts as an 
attempt; but only the first time a passing 
grade is received is it counted as completion. 
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RETAKING COURSEWORK IN TERM PROGRAMS NEW) 

You may count towards enrollment status and award Title IV funds to a 
student who is repeating, for the first time only (i.e., one repetition per class), 
a previously passed course in a term-based program, including when the 
student is retaking a passed class due to failing other associated coursework. 
Students enrolled in non-term-based programs may not receive credit for 
retaking coursework. 


The regulatory definition for full-time enrollment status has been revised 
to allow a student to retake (one time only per previously passed course), 
any previously passed course. For this purpose, passed means any grade 
higher than an “F,” regardless of any school or program policy requiring a 
higher qualitative grade or measure to have been considered to have passed. 
the course. This retaken class may be counted toward a student’s enrollment 
status and the student may be awarded Title IV aid for the enrollment status 
based on inclusion of the class. 


A student may be repeatedly paid for repeatedly failing the same course 
(normal SAP policy still applies to such cases). If a student withdraws before 
completing the course that they are being paid Title IV funds for retaking, 
then that is not counted as their one allowed retake for that course. However, 
if a student passed a class once and then is repaid for retaking it and fails 
the second time, that failure counts as their paid retake and the student may 
not be paid for retaking the class a third time. If your school has a policy 
that requires students to retake all of the coursework for a term in which a 
student fails a course, any courses retaken that were previously passed in this 
case will not be eligible for Title IV aid. 


If a student who received an incomplete in a course in the prior term is 
completing the coursework in the subsequent term to erase the incomplete in 
the prior term, the student is not considered to be enrolled in the course for 
the subsequent term. Therefore, the hours in the course do not count toward 
the student’s enrollment status for the subsequent term, and the student 
may not receive FSA funds for completing the course. However, if a student 
who received an incomplete in a course in the prior term is retaking the 
entire course for credit in the subsequent term, the hours in the course count 
toward the student’s enrollment status, and the student may receive FSA 
funds for retaking the course. 


In any case, remember that retaken classes may count against satisfactory 
academic progress, and the student’s eligibility is still constrained by all the 
requirements of satisfactory academic progress, as discussed in Chapter 1 
of Volume 1 of the FSA Handbook. Also, the one-year academic limitation 
on noncredit and reduced credit remedial coursework still applies. So, for 
example, a student repeating a remedial course that exceeds the one-year 
limitation could not have the class included in his or her enrollment status. 
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TRANSFER, RE-ENTRY, & REPEATING COURSEWORK WHEN 
PROGRESS IS NOT TRACKED BY TERMS 


Re-entry within 180 days 

A student who withdraws from a clock-hour or credit-hour non-term 
program and then re-enters within 180 days is considered to remain in 
the same payment period when he/she returns and, subject to conditions 
imposed by ED, is eligible to receive FSA funds for which he/she was eligible 
prior to withdrawal, including funds that were returned under the R2T4 rules 
in Volume 5, Chapter 2. 


Re-entry after 180 days and transfer students 
Generally, you must calculate new payment periods for a clock-hour or 
non-term credit-hour program for: 


e astudent who withdraws and then re-enters the same program at 
the same school after 180 days; or 


¢ astudent who withdraws from a program and enrolls in a new 
program at your school, or at another school within any time 
period. 


For purposes of calculating payment periods ONLY, the length of the 
program is the number of credit or clock-hours and weeks of instructional 
time the student has remaining in the program that he/she re-enters 
or transfers into. If the remaining hours and weeks constitute half of an 
academic year or less, the remaining hours constitute one payment period. 
In this circumstance, the student may be paid for repeating coursework if the 
student is receiving credit for repeating the course. 


However, you may consider a student who transfers from one program 
to another at your school to remain in the same payment period if all of the 
following conditions apply: 


¢ the student is continuously enrolled at your school; 


¢ the coursework in the payment period the student is transferring 
out of is substantially similar to the coursework the student will be 
taking in the program into which he/she is transferring; 


¢ the payment periods are substantially equal in length in weeks of 
instruction and credit or clock-hours; 


¢ there are little or no changes in school charges associated with the 
payment period; and 


¢ the credits from the payment period the student is transferring out 
of are accepted for credit in the new program. 
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aaa 
Transfer students 

34 CFR 685.301 

DCL GEN-12-06, Attachment, page 5 


Re-entry within and after 180 
days 
34 CFR 668.4(f),(g) 


Pell Grant disbursements for re- 
entering students 

For Pell and TEACH Grant disbursements in 
the award year, if a student enrolled in a clock- 
hour or non-term credit-hour educational 
program re-enters the program within 180 
days after initially withdrawing and before 
the deadline for the award year published, a 
school may request administrative relief to 
disburse the student's grant by the earlier 
of 15 days after the student re-enrolls or the 
deadline for the award year published in the 
Federal Register. 


Clock-hour to credit-hour 
conversion formula 

34 CFR 668.8(k),(!) 

n determining the eligibility for and 
amount of Title IV aid for a student in a 
program subject to the clock-hour to 
credit-hour conversion, you must first apply 
the conversion formula to determine the 
number of semester, trimester, or quarter 
hours required to be considered a Title 

V eligible program. You must also apply 
the conversion formula to each course in 


the payment period when determining a 
student's Title IV enrollment status. When 
applying the conversion formula, any eligible 


converted credit-hours are used to determine 
the amount of Title IV funds that a student 
enrolled in the program is eligible to receive. 


For a full discussion of credit-hour to clock- 
hour conversion, including when the 
conversion must be done, see Volume 2, 
Chapter 2. 
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Cost of Attendance 
(Budget) 


CHAPTER 2 


Awards for each of the Federal Student Aid (FSA) programs are based on some form of financial 
need, beginning with cost of attendance. This chapter picks up at the point where you have 
established the student’s Expected Family Contribution (see the Application and Verification 
Guide) and the student's basic eligibility (see Volume 1). Most schools establish average costs 
for different categories of students and set these cost categories in EDExpress or other software 
that they use to determine awards and package aid. The typical costs that you establish for your 
students will be used to calculate their FSA award amounts and package their aid. 


Unlike scholarship programs that may award funds based on academic 
merit or the student’s field of study, “need-based” grants, loans, and work- 
study are based on the family’s demonstrated financial need for assistance. 


The cost of attendance (COA) is the cornerstone of establishing a 
student’s financial need, as it sets a limit on the total aid that a student may 
receive for purposes of the TEACH Grant, Campus-Based Programs, and 
Direct/Direct PLUS Loans, and is one of the basic components of the Pell 
Grant calculation. 


ALLOWABLE COSTS 

The cost of attendance for a student is an estimate of that student’s 
educational expenses for the period of enrollment. As you'll see, you can 
use average expenses (for students with the same enrollment status) at your 
school, rather than actual expenses. For example, for the tuition and fees 
component, you can use the same average amount for all full-time students 
instead of figuring the actual tuition and fees for each individual student. 
You can have different standard costs for different categories of students, 
such as a cost of attendance for out-of-state students (who have higher 
tuition) and a lower cost of attendance for in-state students. However, you 
cannot combine the COA figures for each separate enrollment status and 
award aid to a student on the basis of the average COA. Students must be 
awarded on the basis of a COA comprised of allowable costs assessed all 
students carrying the same academic workload. 


If a student is enrolled in a program that has extra fees or costs, such as 
lab fees, you can add those fees to the student’s cost or use a standard cost 
that you’ve established for all students in that program. Ifyou establish 


standard cost categories, you must apply the cost allowances uniformly to all 


students in those categories. 


There are a variety of methods to arrive at average costs for your 


students: periodic surveys of your student population, assessing local housing 
costs or other pertinent data, or otherwise use reasonable methods you may 


devise which generate accurate average costs for various student cohorts. 
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CHAPTER 2 HIGHLIGHTS 
Allowable Costs 
Determined by school, taking into account: 
> Tuition and fees 
> Books, supplies, transportation, personal, 
miscellaneous. 
> Room and board 
> Dependent care 
> Study-abroad expenses 
> Disability expenses 
> Employment expenses for co-op study 
= Loan fees 


Exceptions 
> Less-than-half-time enrollment 
> Correspondence study 
> Incarcerated students 
> Professional judgment 


Costs met from other sources 
> Tuition and fees not paid by student 
> Free room and board 
> Other cost specified by source 


Costs for period of enrollment 

> Campus-Based, TEACH Grants, and 
Direct/Direct PLUS are based on costs for 
the period of enrollment; for instance, 
costs for a student attending a single 
semester in the school year would be 
limited to the costs for that time period. 

> Pell is always based on the cost of full- 
time attendance for a full academic year. 
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Sn 
Cost of attendance components 
The cost of attendance is determined by law 
(Higher Education Act, Sec. 472) and is not 
subject to regulation by the Department. 
The law specifies the types of costs that 

are included in the cost of attendance, but 
you must determine the appropriate and 
reasonable amounts to include for each 
eligible COA category for students at your 
school, based on the criteria described in this 
chapter. 


Less than half-time COA 
components 

For students who are less than half-time, COA 
can include only: 

+ tuition and fees; 

+ an allowance for books and supplies; 

+ transportation (but not miscellaneous & 
personal expenses); 

«an allowance for dependent-care expenses 
and 

«Room and board for a limited duration, 

see less-than-half-time room and board 
component on next page. 


Books and supplies timing (HB) 
34 CFR 668.164(m) 

For all eligible students who could receive 
Title lV funds 10 days before the beginning of 
a payment period, you must, by the seventh 
day of the payment period, provide a way for 
eligible students to obtain or purchase the 
books and supplies applicable to the payment 
period. 

For more on the timing of disbursements, see 
Volume 4. 


Books and supplies in 
tuition & fees 

34 CFR 668.164(c)(2) 

Books & supplies may be counted as a COA 
component as part of tuition and fees for a 
program under the conditions described in 
the body text. 


Documentation of exceptional 
expenses 

The law doesn't specify what documentation 
you must collect for expenses such as 
dependent care or disability-related expenses. 
You can document these expenses in any 
reasonable way, such as documenting an 
interview with the student or obtaining a 
written statement from the student or other 
appropriate sources. 


Allowable costsingeneral (fi) 

The types of costs that may be included are the same for all FSA 
programs. The cost of attendance, based on the student’s enrollment status, 
for the Campus-Based, TEACH Grant, and Direct/Direct PLUS Loan 
programs is a student’s cost for the period for which the aid is intended. 

The cost of attendance used for Pell Grants and Iraq & Afghanistan Service 
Grants is always the full-year costs for a full-time student, so you may have to 
prorate actual or average costs up for students who are attending less than an 
academic year (or who are part-time in a term program) or prorate down for 
students who are attending for periods longer than an academic year. We'll 
discuss this at the end of this chapter. 


A student's cost of attendance is the sum of the following. If a cost is not 
mentioned in these categories (which are derived from the only source on 
COA components, Section 472 of the HEA), it is not to be included as COA: 


¢ The tuition and fees normally assessed for a student carrying 
the same academic workload. This includes costs of rental or 
purchase of equipment (including equipment for instruction by 
telecommunications), materials, or supplies required of all students in 
the same course of study. If you charge tuition for the entire program 
at the start of the first period of enrollment, for Direct/Direct PLUS 
and Campus-Based aid, the tuition costs apply only to the first period 
of enrollment. For Pell, you must prorate these charges to reflect 
the academic year in accordance with the procedures outlined in 
Chapter 3 of this volume. An allowance for books and supplies may be 
included in tuition and fees for a program if you: 


e have an arrangement with a book publisher or other entity which 
allows you to make the books and/or supplies available to the 
students below competitive market rates; and 


* you provide a way for students to obtain the books & supplies by 
the seventh day of the payment period. You must also have a policy 
under which students may opt out of this way of providing books 
and supplies. 


OR 
You document that: 


e the books or supplies, including digital or electronic course 
materials are not currently available elsewhere or accessible by 
students enrolled in that program from sources other than those 
provided or authorized by your school; or 


¢ You demonstrate that there is a compelling health or safety reason 
for books and supplies to be included in the tuition and fees COA 
component. 


as FSA HB Jul 2015 


3-34 


DCL CFR Glossary Acronyms Chapter 2 — Cost of Attendance (Budget) 


¢ An allowance for books, supplies, transportation, and 
miscellaneous personal expenses. This can include a reasonable 
amount, as determined by your school, for the documented rental or 
purchase of a personal computer that the student will use for study Acsisiant jabeter students with eeeentional 
for the enrollment period. For example, a computer purchased in the grancial need. All Resident Assistants receive 
summer for use in the fall term may be included. This allowance may a waiver of room and board charges. If the 
also include costs for operating and maintaining a vehicle that is used student quits the job, the waiver is removed, 
to transport the student to and from school, but not for the purchase and the student has to pay the room and 
of a vehicle. board charges. All the students have the room 

and board charges in their cost of attendance. 

For students who are Resident Assistants 

because of their financial need, Guerrero 

must count the room and board waiver as 

estimated financial assistance. The waiver 


Free room and board/tuition 
waivers 
Guerrero University saves some of its Resident 


¢ An allowance for room and board. For students that aren't 
dependents living at home with their parents, this will be an allowance 
that you determine. For students living on campus, the allowance 


is the standard amount normally assessed most residents. For those would not be counted as untaxed income, 
living off-campus but not with their parents, the allowance must be but if included in the AGI, such a waiver would 
based on reasonable expenses for the student’s room and board. be reported as “grant and scholarship aid 


reported to the IRS” and would be excluded 


- For a student with dependents, an allowance for costs expected to from total income in the EFC formula. 


be incurred for dependent care. This covers care during periods 

that include but are not limited to class time, study time, field work, ———— 
internships, and commuting time for the student. The amount of the Checking foreign diplomas 
allowance should be based on the number and age of such dependents "YOu hire a transcription/diploma evaluation 


‘ ; service to aid in the process of determining 
and should not exceed reasonable cost in the community for the type gy gent eliibilitydhe cost of avalieting 
of care provided. 


a foreign credential must be incurred as a 
charge of admission prior to enrollment in an 


¢ An allowance for the one-time direct costs of obtaining a first eligible program and thus cannot be included 
professional license or certificate for students who are enrolled ina —_in COA. For more detail on checking foreign 
program that requires such professional licensure or certification. diplomas, see Volume 1, Chapter 1. 


This allowance may only be provided one time per student per 
eligible academic program. Examples of allowable costs include fees 
charged to take a licensing exam, costs of applying for and obtaining NCAA Considerations and 

the license or certification, and, at the discretion of the school, costs recent changes 

incurred in traveling to a residency interview for a medical student. Fiche Enet commento eho Naibed) 
Under this provision, the costs must be incurred during (not after) a Collegiate Athletic Association (NCAA) have 
period of enrollment, even if the exam is after the end of the period. ioted 6 Secand ther athleiescholsshipetd 


cover the full cost of attendance for athletes. 
Previously, only the components listed under 


¢ For study-abroad programs approved for credit by the student’s 


home institution, reasonable costs associated with such study. “Allowable costs in general’ in this chapter 
were included in COA. This change only 
¢ For a student with a disability, an allowance for expenses related applies to the colleges in the Power Five, 
to the student’s disability. These expenses include special services, but may also be adopted by other Division | 
personal assistance, transportation, equipment, and supplies that are participating schools, at their discretion. 


reasonably incurred and not provided by other agencies. 
One exception to the full cost COA is the 


¢ For students engaged in a work experience through a cooperative practice of a school’s paying the costs of an 
education program, an allowance for reasonable costs associated athlete's insurance against injury to protect 
with such employment. against loss of future income. This expense 

may not be included in COA (because it is not 

- For students receiving loans, the fees required to receive them (for related to a student's educational program), 
example, the loan fee for a Direct Loan). You may also include the but it is included as Estimated Financial 
fees required for non-federal student loans (that is, non-federal loans Assistance (EFA) for the student in the aid 
that must be considered Estimated Financial Assistance [EFA] for packaging process. For packaging guidance, 
the student when packaging aid). In all cases, you can either use the see Chapter 7 of this volume. 


exact loan fees charged to the student or an average of fees charged 
*The ACC, Big Ten, Big 12, Pac 10, and SEC 
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Treatment of Estimated Financial 
Assistance component of COA 
HEA Sec. 480()) 

DCL GEN 06-05 

If the source of assistance is a state and is 
designated by the state to offset a specific 
component of the student's COA, the amount 
of that assistance may be excluded from 
both COA and EFA. You may exclude such 
assistance on a student-by-student basis, but 
if it is excluded, it must be excluded for both 
COA and EFA. If the amount excluded is less 
than the allowance provided in the student's 
COA, you must exclude the lesser amount. 


Changes in Pell COA 

For more on when changes in Pell COA 
necessitate a recalculation of a Pell award, see 
Volume 3, Chapter 3. 


COA for intersessions and 
modules 

Whether or not you merge an intersession 
or module with a standard term, you must 
not include costs in a student’s COA for an 
intersession or module period of enrollment 
for which the student is not expected to be 
enrolled. 


Limitations to tuition and 

fees COA component 

HEA Sec 472 COA includes tuition and fees 
normally assessed a student carrying the same 
academic workload as determined by the 
institution. 


34 CFR 668.14(b)(3) Prohibits requesting or 
charging any student a fee for processing 


or handling any application, form, or data 
required to determine eligibility for, and 
amount of, Title IV HEA program assistance. 


34 CFR 668.14(b)(21) Prohibits imposing a 
penalty on any student because of a student's 
inability to meet his or her financial obligations 
to the school as a result of the delayed 
disbursement of the proceeds of a Title IV loan 
due to compliance with Title lV requirements. 


to borrowers of the same type of loan at your school. To be included 
in the COA, any loan fees for private loans must be charged to the 
borrower during the period of enrollment for which the loan is 
intended. 


e For less-than-half-time students, room and board for a limited 


duration. Schools have the option to include in the COA for a less- 
than-half-time student an allowance for room and board for up 

to three semesters (or equivalent), with no more than two of the 
semesters being consecutive at any one school. You are not required 
to monitor COA components from other schools attended by the 
student. 


¢ For students living in housing located on a military base or 


housing for which they receive a military housing allowance (Basic 
Allowance for Housing, or “BAH”), the room and board COA 
component shall include an allowance for board only. This applies 
to: 


¢ independent students who receive, or whose spouses receive, a 
military housing allowance (BAH) or who live on a military base; 
and 

e dependent students who are living with parents who are receiving 
a military housing allowance (BAH) or who live on a military base. 


Exceptions to the normal cost allowances 


The following are the exceptions to the normal cost of attendance 


allowances: 


« For students who are enrolled less than half-time, only the costs for 


tuition and fees and allowances for books and supplies, transportation, 
room and board for a limited duration, and dependent care expenses 
may be included as part of the cost of attendance (miscellaneous 
expenses and personal expenses may not be included). 


¢ Generally, the cost of attendance for correspondence study is 


restricted to tuition and fees, which often include books and supplies. 
If the costs of books and supplies are separate, then they may also be 
counted in the cost of attendance. If the student is fulfilling a required 
period of residential training, the cost of attendance can also include 
required books and supplies, an allowance for travel, and room-and- 
board costs specifically incurred for the period of residential training 
(as mentioned in Chapter 1 of Volume 1, a student isn't eligible to 
receive FSA aid for correspondence courses unless the student is 
enrolled in an associate, bachelor’s, or graduate-degree program). 


e The cost of attendance for incarcerated students is limited to tuition 


and fees and required books and supplies. Remember that an 
incarcerated student is ineligible for Title IV loans, and if the student 
is in a federal or state penal institution, the student is ineligible for Pell 
Grants as well. 


¢ You have the authority to use professional judgment to adjust 


the cost of attendance on a case-by-case basis to allow for special 
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circumstances. Such adjustments must be documented in the 
student’ file. (See “Professional Judgment” in the Application and 
Verification Guide.) 


Limitations to tuition and fees component 

Tuition discounting: In establishing the tuition and fees component of 
Title IV applicants, you must use an amount that is required for all students 
in the same course of study. Therefore, a recipient of Title IV aid cannot 
be assessed charges that are higher than what is charged to a student not 
receiving aid under the Title IV programs. 


Offering a discount to students who pay early is not permitted because 
Title IV recipients may not be able to, and should not be required to, meet 
that requirement and would, therefore, in effect be assessed higher amounts 
than other students. Of course, it would be permissible for you to provide the 
discount to all Title IV eligible students without regard to when their charges 
are paid. However, doing so would require an adjustment to such students’ 
cost of attendance. 


Overtime charges: A school may not use Title IV funds to pay overtime 
charges for a student who fails to complete his or her academic program 
within the normal time frame. Section 472 of the HEA defines cost of 
attendance as the tuition and fees normally assessed a student carrying the 
same academic workload required of all students in the same course of study. 
Overtime charges are in addition to normal tuition and fees, and since they 
are not charges normally assessed, they may not be included in a student’s 
cost of attendance for Title IV purposes, and therefore Title IV funds may 
not be used to pay charges, even if a school obtains a student’s (or parent’s) 
authorization to do so. 


This restriction applies to both clock-hour and credit-hour programs. 
For example, some clock-hour programs assess “overtime charges” for 
students who don’t complete the program within an established timeframe. 
Some credit-hour programs also charge additional tuition or fees for each 
course a student takes if the student fails to complete his/her program(s) 
within an established timeframe. In both cases, such charges may not be 
counted in the Title 1V COA, and Title IV funds may not be used to pay for 
the additional charges. 


Finance charges: You may not use Title IV funds to pay finance charges 
or fees that are incurred because a student utilizes a financing method 
provided by the school to pay for educational expenses over time. Because 
students or families choose to incur these additional expenses rather than 
paying the balance due at registration, the additional charges are not 
considered educational expenses, and may not be included in a student’s cost 
of attendance. 
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Cost of attendance for a 

distance education student 

The law prohibits you from making a 
distinction based on the mode of instruction 
when determining the cost of attendance 

for a student receiving all or part of the 
student's instruction through distance 
education. However, you have the authority 
to use professional judgment to adjust the 
cost of attendance on a case-by-case basis to 
allow for special circumstances. For example, 
you may exclude transportation costs if 

you determine that such costs will not be 
incurred by a student. Such adjustments must 
be documented in the student's file. (See 
“Professional Judgment” in the Application and 
Verification Guide.) 


Costs for programs that become 
eligible in the middle of a year 
When awarding aid, you may not count 
toward the student's Cost of Attendance 
(COA) any costs incurred in any payment 
period before the program gained Title IV 
eligibility nor any costs incurred in periods that 
the student has already completed. 


For more details on how programs gain Title 
\V eligibility, see Volume 2, Chapter 5 of the FSA 
Handbook. 


SaaS EE aaa 
Student with a disability 

A student is considered to have a disability if 
he or she has a physical or mental impairment 
hat substantially limits a major life activity, 
such as if the student is deaf, has a mental 
disability, is hard of hearing, has a speech or 
anguage impairment, is visually disabled, is 
seriously emotionally disturbed, orthopedically 
impaired, autistic, has a traumatic brain injury, 
is otherwise health-impaired, or has specific 
earning disabilities that requires special 
education and related services. 
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Pell Grant Cost Example 1: Prorating total 


costs by lesser of two fractions 


You may take the student's entire cost of attendance (tuition and fees, room and board, etc.) and multiply it 
by the lesser of the two fractions that represent the length of the academic year. If the lesser fraction is one, 
then you don't prorate the cost of attendance. One fraction is based on credit or clock-hours and the other is 
based on weeks of instructional time, as shown in this example. 


Let's use the example of a program that charges $10,500, awards 18 semester credits, and is completed by 
most full-time students within 20 weeks of instructional time. 


Credit/clock-hours in academic year definition = 24 


Credit/clock-hours awarded = 18 Weeks in academic year definition = 30 
Weeks provided = 20 


Since the fraction using credit-hours is the lesser fraction, the program cost of $10,500 is multiplied by 24/18 
to find the full-year Pell cost. 
$10,500 x 24/18 = $14,000 


The full-time cost is $14,000. Note: If one of the fractions is equal to one, for instance, if the program awards 
24 credit-hours, then the prorated cost is the same as the original cost of attendance. 


Pell Grant Cost Example 2: Prorating academic 


costs & living expenses separately 


As an alternative, you can separately prorate the costs associated with credit or clock-hours (tuition and fees, 
books and supplies, loan fees) and the costs associated with weeks of instructional time (room and board, 
miscellaneous expenses, disability expenses, transportation, dependent care, study abroad, reasonable costs 
associated with employment as part of a cooperative education program). Using our earlier example of a 
program lasting 20 weeks and awarding 18 credit-hours, and specifying that the student's tuition, books, 
supplies, etc., come to $4,500 and living expenses amount to $6,000, the calculation would look like this: 


24 cedit-hours_ x $4,500 = $6,000 
18 credit-hours 


euiers x $6,000 = $9,000 


20 weeks 


In this example, the student's Pell budget is the sum of the two prorated costs, or $15,000. 


Pell Grant Cost Example 3: Prorating costs for a non-term 


program longer than an academic year 


Costs must also be prorated if they are charged for a period longer than an academic year. You may use 
either of the proration methods shown in Examples 1 and 2. We'll use the example of a program awarding 
1,000 clock-hours and providing 40 weeks of instructional time. Let’s assume that the school uses the 
regulatory minimums in defining the academic year as 900 clock-hours and 26 weeks. The total costs over 
the 40 weeks, including tuition and living expenses, is $5,900. If we use the method in Example 1, this 
amount must be prorated by the lesser of the following two fractions: 


Credit/clock- hours in academic year definition=900 op sell Te IL jal cI hes a 


Credit/clock-hours awarded = 1,000 Weeks provided = 40 


The lesser of the two fractions is the one based on weeks (26/40). Multiply the total program cost by this 
fraction to determine the Pell costs for a full academic year: $5,900 x 26/40 = $3,835. 
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Pell Grant cost of attendance for a consortium program 


A student receiving a Pell Grant for attendance at two schools through a consortium 
agreement may have costs from both schools at the same time. The student's cost 
of attendance is calculated in the same way as for a student taking classes at only 
one school. The student's charges for tuition and fees and books and supplies at the 
consortium schools have to be combined into a single charge for a full academic year for 
purposes of the Pell calculation. 


The school paying the student may choose to use actual charges for the student, 
which would simply be the sum of the actual charges at both schools. Of course, if the 
student isn’t attending full-time, your school will have to prorate these tuition & fees and 
books & supplies charges so that they are the correct amounts for a full-time, full-year 
student. 


If the disbursing school uses average charges, then the average full-time charges at 
each of the schools must be prorated and combined. If the student is taking a full-time 
load at each school, the full-time tuition and fees charges for an academic year at each 
school can be averaged to determine the tuition and fee cost. However, if the student is 
taking an unequal course load, the disbursing school must prorate the charges based on 
the number of hours the student is taking at each school. 


Pell Grant cost of attendance for a co-op program 


Ifa student has a co-op job for the first term, the tuition and fees for that period 
can be prorated over the full academic year for the program (which must include at 
least 24 semester/trimester hours, 36 quarter credit-hours, or 900 clock-hours, as well 
as 30 weeks of instructional time, or, for clock-hour programs, 26 weeks). This prorated 
amount is then added to the other cost of attendance components to arrive at the 
total cost for a full-time student for a full academic year. 


For the rest of the year, your school can either use the cost of attendance with the 
projected amount or can recalculate the student's tuition and fees at the end of the 
first term to determine a new cost of attendance for the remaining payment periods. 
This decision must be consistent with your school's overall policy on recalculating for 
changes in a student's costs. (See the discussion of Pell Grant recalculations in Chapter 
3 of this volume for more information.) Note that the cost of attendance can also 
include employment-related expenses. 
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Pell Grant awards & COA with mixed enrollment status 


Ryan plans to attend Baker University for a fall and spring semester. In the fall term, 
Ryan attends full-time, and has a COA of 5300 and an EFC of 0. Ryan’s Scheduled Award 
is taken from the full-time Pell Schedule for the fall semester, with the calculated amount 
being $5,350. Baker disburses the fall semester Pell award of $2,675. 


In the spring semester, Ryan suffers from a variety of physical ailments, and finds that 
he can only attend a fraction of the classes he had hoped to, and so his enrollment status 
drops to less-than-half time. Ryan's COA is also reduced, as less-than-half-time enrollment 
means that not all of his previously included COA elements may be included in his 
Spring COA used for Pell calculation. Ryan’s EFC remains at 0. Baker may not include 
in Ryan's spring COA for Pell calculation miscellaneous personal expenses or room 
and board if Ryan has exhausted his less-than-halftime room and board allowance (3 
semesters or equivalent in total, no more than two of which may be consecutive at any 
one school). 


Baker now consults the less-than-half-time Pell payment and disbursement schedule 
and finds the amount for an EFC of 0 and the reduced COA, 5000. The result is $1,263, 
which Baker divides in half for the spring semester disbursement, resulting in a spring 
payment to Ryan of $631.50. These awards are also subject to the Pell Lifetime Eligibility 
Used Limits (LEU). See Volume 3, Chapter 3 for information about Pell Grant recalculations 
and LEU limits. 
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Costs waived or paid by other sources 

When a specific component of a student’s cost of attendance is waived 
or explicitly paid by another source, special treatment may be necessary. In 
some situations, the student is assessed the normal tuition and fees charge 
with an offsetting credit issued. In other situations, the student is never 
charged tuition and fees at all. Although this section discusses this concept 
in terms of tuition and fee charges, it applies to any of the components of a 
student’s cost of attendance. 


In some cases, such as under Workforce Innovation and Opportunity 
Act (WIOA) programs, a student’s tuition and fees are paid by another 
organization or are waived. The student’s costs are based on what the school 
is actually charging the student, based on the agreement between the school 
and the student. 


If the student is charged for the tuition and fees, even if the charge is 
eventually paid by someone besides the student (e.g., a scholarship agency or 
other source of aid), then that tuition and fee amount is included in the cost 
of attendance in most circumstances (see sidebar on “Alternate example of 
waived or paid COA component”). The tuition and fees payment would then 
be counted as estimated financial assistance. The charge is documented in 
the same way as for any non-WIOA student—for instance, in your school’s 
contract with the student or in the agreement with the WIOA agency. (If 
your school charges the student for tuition and fees, your school would have 
to expect the student to pay the charge if the WIOA agency or other source 
of assistance doesn’t pay on the student’s behalf.) 


If the student is never charged for tuition and fees, then the cost of 
attendance wouldn’t include the tuition and fees component. Some WIOA 
agreements with schools provide that the school can’t charge the tuition and 
fees to the student, even if WIOA doesn’t cover the costs. If your school is 
prohibited under such an agreement from charging tuition and fees to the 
student, then the tuition and fees aren’t included in the student’s cost of 
attendance, and, therefore, that amount would not be included as estimated 
financial assistance. 


Even if there’s no tuition and fees component, the student’s budget still 
includes the other costs listed previously, such as an allowance for living 
expenses. The option to either include the cost and aid in both COA and 
EFA versus excluding both from COA and EFA only applies to non-federal 
sources of assistance, and only when that assistance is designated to offset 
specific components of COA (i.e., tuition, room and board). 
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Alternate example of waived or 
paid COA component 

The state in which Guerrero University was 
founded charges all full-time students the 
same tuition charge. However, in-state 
students receive a voucher to cover the 
difference between what most states consider 
in-state versus out-of-state tuition. Guerrero 
has two options. The first option would allow 
Guerrero to include the same tuition charge in 
the fulltime COA for all students and include 
the amount of the voucher as estimated 
financial assistance (EFA) in the respective 
students’ financial aid packages. Alternatively, 
Guerrero could exclude the amount of the 
voucher from both COA and EFA because 

the voucher must be used to explicitly pay a 
specific component of the COA. Regardless of 
the option Guerrero chooses, it must apply the 
option consistently. 


WIOA reimbursement contracts 
Some WIOA contracts operate on a 
reimbursement basis; that is, the student 
must fulfill the terms of the contract before 
WIOA will reimburse the school for tuition 
and fee costs. If the student doesn't fulfill the 
erms of the contract, the school is left with 
an unpaid tuition and fees charge. The school 
isn't permitted to hold the student liable 

for the unpaid tuition and fees. Contracts 

are established this way to offer schools an 
incentive to properly train and place students 
enrolled in the training programs. However, 

if a tuition and fees charge is included in an 
FSA aid recipient's budget, the student would 
be liable for any outstanding charges that are 
not reimbursed by WIOA. Therefore, schools 
hat enter into reimbursement contracts 
must remove the tuition and fees component 
from the FSA budget because, under these 
contracts, schools are prohibited from holding 
he student liable for outstanding charges. 
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Costs for a period other than 9 
months 

For Direct Loans, Campus-Based aid, and 
TEACH, the cost of attendance used for 
packaging must reflect the student's cost for 
hat period that he or she is actually enrolled. 


For instance, if a student is completing her 
program of study by taking a 1/2-time course 
oad for the fall semester at your school, and 
hat's the only term that she'll be attending 

in the award year, you could use the actual 
uition and fee charges for the student's costs. 
f you use average costs for living expenses 

for a 9-month academic year for students in 
hat program, you may divide your average 
costs by the number of terms in the academic 
year to find the cost for this enrollment period 
(assuming the terms are substantially equal in 
length). 


For Pell Grants, the full nine-month EFC must 
always be used regardless of the actual period 
of attendance of the student (see GEN-15-02). 
You could either use an average tuition cost 
for a full-time, full-year student in the program 
or prorate the student's actual tuition for the 
fall term to arrive at a full-year, full-time cost. 
Costs for living expenses may also be average 
costs for a full academic year—if a full-year 
average cost is used, it doesn't have to be 
prorated for Pell Grant awards. 


—S ee eee ee ae 
Costs for full program charged at 
start 

A school may charge the total tuition cost for 
a program at the beginning of the first period 
of enrollment. If the program is longer than an 
academic year, for Direct/Direct PLUS Loans 
and Campus-Based aid, the tuition costs apply 
only to the first period of enrollment. For Pell, 
you must prorate these charges to reflect 

the academic year in accordance with the 
procedures outlined in Chapter 3. 
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COSTS FOR PERIODS OTHER THAN NINE MONTHS 

The cost of attendance used to package Campus-Based aid and Direct/ 
Direct PLUS loans and TEACH covers the student’s actual period of 
enrollment. Therefore, if the student will be attending for more than 9 
months, you must use a higher cost of attendance that includes living 
expenses, such as room and board, for the longer period of time. If the 
student will be attending for less than 9 months, you must use a lower cost of 
attendance. You can choose to prorate the allowances you use for 9 months, 
or you can calculate the cost in any other reasonable way. 


When calculating for periods other than nine months, be sure to use 
the rules for the corresponding EFC type. There are three types of EFC 
for periods other than 9 months, each with their own treatment: EFC for 
dependent students; EFC for independent students without dependents other 
than a spouse; and EFC for independent students with dependents other than 
a spouse. For the full discussion of the treatment for these various EFC types, 
see Chapter 3 of the Application and Verification Guide (AVG). 


Adjusting costs for Pell 

The types of costs included in the Pell budget are the same as those for 
the other FSA programs; however, Pell costs are always based on the costs for 
a full-time student for a full academic year. 


For Pell, costs for programs or enrollment periods longer or shorter 
than an academic year must be prorated so that they are the costs for one full 
academic year. This is true for both parts of the academic year definition: if 
either the number of weeks or the number of clock/credit-hours differs from 
the academic year standard, the costs must be prorated to determine the 
full-time, full-year Pell budget. The need to prorate Pell costs is most likely to 
occur in these situations: 


* a term-based program that provides less than the weeks of 
instructional time in an academic year; 


* anon-term program that provides less than 24 semester hours, 36 
quarter hours, or 900 clock hours and/or provides less than the weeks 
of instructional time in an academic year; or 


* a program that is longer than an academic year, where the costs for 
the entire program are charged at the beginning of the program. 


There are two ways to prorate Pell costs, as shown in the previous 
examples. Both of these examples are based on a program that is shorter than 
an academic year. The third example shows how costs are prorated when 
they are charged for a program that is longer than an academic year. Note 
that prorating the cost of attendance usually does not affect the amount of 
Pell Grant the student receives. However, you're required to report the full- 
time, full-year Pell budget when reporting disbursements to COD.* 


*If the student is in a category where costs are limited, such as less-than-half-time enrollment, 
those costs that are allowable must be based on costs for a full-time student for a full academic 
year. For instance, the tuition component of the Pell cost of attendance for a less-than-half- 
time student must be based on the tuition costs that would be incurred by a full-time student 
attending a full academic year. 
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Calculating Pell and Iraq & 
Afghanistan Service Grant 


Awards 


CHAPTER 3 


Pell Grant awards are based on the 9-month Expected Family Contribution (EFC) on the student’s 
valid SAR or ISIR, the academic year structure (see Chapter 1 of this volume), and the cost of 
attendance for a full-time student for a full academic year (see Chapter 2 of this volume). The 
Scheduled Award amounts are specified on the Pell Payment Schedules released by the Department. 
For term-based programs, awards for part-time students are also based on enrollment status, using the 


part-time charts in the Pell Grant Disbursement Schedules. 


In this chapter, we'll show you how to calculate Pell Grant and Iraq & Afghanistan Service Grant 
payments for your students, using the appropriate formula for the term or non-term calendar. 


SCHEDULED AWARD, AWARD YEAR, & ANNUAL AWARD 

The Scheduled Award is the maximum amount the student can receive 
during the award year, if he or she attends full-time for a full academic year. 
The award year begins on July 1 of one year and ends on June 30 of the next 
year. For example, the 2016-17 award year begins July 1, 2016, and ends June 
30, 2017. 


The student’s Scheduled Award is established by the Pell Grant payment 
schedule that the Department issues prior to the start of each award 
year. The amount of the Scheduled Award is always taken from the full- 
time payment schedule, and is based on the student’s EFC and Cost of 
Attendance. The annual award is the maximum amount a student would 
receive during a full academic year for a given enrollment status, EFC, and 
COA. Note that for a full-time student, the annual award will be the same as 
the Scheduled Award. 


At a term school, a part-time student will have an annual award that is 
less than the Scheduled Award. If the student attends part-time, the student’s 
annual award is taken from the 3/4-time, 1/2-time, or less-than-1/2-time 
disbursement schedules. For instance, if a student’s Scheduled Award is 
$5,815, but the student is enrolled as a 1/2-time student in a term program, 
the student’s annual award would only be $2,908. 


CHAPTER 3 HIGHLIGHTS 
Calculations for: 
> Tero EFC treatment for children of soldiers 
> Iraq & Afghanistan Service Grants 
> Credit-hour term programs with fall through 
spring standard terms that provide 30-+ weeks of 
instructional time and certain other standard term 
programs (Formula 1 or Formula 3) 
> Credit-hour term programs with fall through spring 
standard terms that provide less than 30 weeks of 
instructional time (Formula 2 or Formula 3) 
> Any credit-hour term programs including 
nonstandard term programs (Formula 3) 
> Clock-hour programs and non-term credit-hour 
programs (Formula 4) 
> Pell/Iraq & Afghanistan Service Grant LEU 
> Summer terms, crossover payment periods, and mini-sessions 
> Transfer students 
> Recalculations (required and optional) 


aa aaa 
Appendices to Chapter 3 

Appendix A - Formula 2: Calculations for standard-term programs 
with less than 30 weeks in fall through spring 

Appendix B - Formula 5: Calculations for correspondence study 
programs 

Appendix C - Formula summaries for all five Pell formulas 
———————————— Sa 
The Sequester and Iraq & Afghanistan 
Service Grants 

E-Announcement Dec 24, 2013 

DCL GEN-14-10 


Pell payment schedule Pell payment schedule The Budget Control Act (BCA) of 2011 put into place a federal budget 
Expected Family Contribution Expected Family Contribution cut known as the sequester. The Pell Grant program is exempt from 
ost 0 5001000 1500 2500 3000 cost 01500 1000 1500 2500 3000 the effects of the sequester. As such, Pell Grant Payment Schedules 
3,000 3,000 will be unchanged under the sequester. Unlike Pell, the Iraq & 
4,000 4,000 Afghanistan Service Grant is not exempt from the effects of the 
5775+ ~ 5815 5,775 + 2,908 sequester. Iraq & Afghanistan Service Grant awards first disbursed 
after Oct 1, 2015, require reductions of 6.8% from the award amount 
for which the student would otherwise have been eligible to receive. 
FSAHB Jul 2016 LL 
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Scheduled Award limit 
34 CFR 690.63(g) 


Pell payment schedules for 2016-17 
http://www. ifap.ed.gov/ifap/wst.jsp 
DCL GEN-16-01 (i) 


Minimum Pell Grant and LEU 
for 2016-17 

HEOA Section 401\(b)(4) 

DCL-GEN-16-01 


The HEOA eliminated the $400 minimum award and instead set 


anew minimum award at 10 percent of the maximum award 
appropriated each year. Because midpoints are used for the EFC 

and COA columns in constructing the Pell Payment & Disbursement 
Schedules, the minimum Pell award for a full-time student is actually 
slightly higher than 10 percent of the maximum Pell award. Students 
who are eligible for less than $590 are not Pell eligible for 2016-17, 
unless the reason for their low Pell eligibility was truncation due to 
Lifetime Eligibility Used (LEU) limitations (for more on LEU, see the 
Pell & IASG LEU section later in this chapter). 


There is no de minimus award amount for purposes of determining 

a student's award because of the 600% LEU limitation. As such, even 
a student with a very small remaining LEU is eligible to receive the 
calculated amount of Pell Grant, as long as the LEU is not exceeded. 
For example, a student with an EFC of 3850 and an LEU of 599.500% 
would be eligible for the remaining 0.500% which is $9.825, rounded 
to $9.83 (if your school only disburses in whole dollars, this amount 
must be rounded down to $9, because $10 would exceed the 
student’s maximum LEU). 


Eligibility under ATB alternatives (iJ) 
for Career Pathway Programs 

Consolidated & Further Appropriations Act of 2015 (Pub. Law 113- 
235) 

DCL GEN-16-01, GEN-16-09 

For students who were previously eligible only for Limited Pell 
Grant awards, schools must now use the regular Federal Pell Grant 
Payment and Disbursement Schedules that are published in Dear 
Colleague Letter GEN-16-01 for the upcoming 2016-17 award year. 
Transition guidance for the remainder of the 2015-16 award year is 
provided in DCL GEN-16-09. 


a 
Prohibition on concurrent enrollment 
and Pell Grant 

20 USC Sec.1070a(c)(3) 

34 CFR 690.11 

A student may not receive Pell Grant payments concurrently from 
more than one school, nor from the Secretary and a school. 


Pell Grant awards for 2016-17 NEW) | 

The maximum Pell Grant award has increased to $5,815. Due to the pas- 
sage of the Student Aid & Fiscal Responsibility Act (SAFRA), the maximum 
eligible EFC for the 2016-17 award year has increased, to 5234. For 2016-17, 
students must be eligible for at least $590 in order to be Pell Grant eligible. 
For more detail, see the Pell Grant Payment and Disbursement Schedules 
and accompanying guidance in Dear Colleague Letter GEN-16-01, available 
on the IFAP website. 


Career Pathway Alternative for Title IV Eligibility NEW) 

For students who do not have a high school diploma (or its recognized 
equivalent, see Chapter 1 of Volume 1 for more detail), and have not com- 
pleted a secondary education program in a home-school setting, the law now 
provides for the option for a student who is enrolled in an eligible career 
pathway program to become eligible for Title IV aid by passing an Abilty-to- 
benefit (ATB) test approved by the Secretary or by completing at least 6 cred- 
it-hours at an eligible school. For 2016-17, there is no longer a special Pell 
Grant alternative disbursement schedule for students eligible through career 
pathway programs. You must calculate eligibility for such students using the 
regular Federal Pell Grant Payment and Disbursement Schedules. 


Ground rules for Pell 


Fractions 

When using fractions, be careful to multiply first, and then divide to avoid an incorrect 
result. For example, here’s the correct way to prorate a $2,150 Scheduled Award for a 
payment period that is a nonstandard term of 10 weeks of instructional time, for a program 
that has 30 weeks of instructional time. 


2,150x 10 


$2,150 x is multiplied as = 716.67 


10. 
30 
In this case, if you divide the fraction to get a decimal (.333333...) and then round the 
decimal either down (.33) or up (.34), your calculation will result ina number that’s too low 
(709.50) or too high (731). 


Rounding 

The Common Origination and Disbursement System (COD) accepts cents and whole dollar 
amounts in payment amounts for Pell. When rounding, you may round up if the decimal is 
.50 or higher; round down if its less than .50. When rounding for a student expected to be 
enrolled for more than one payment period in the award year, alternate rounding up and 
down. The amount used to round (whether it be a dollar or penny) is carried forward to the 
next payment and applied before the rounding calculation is performed for that payment 
period. Your policy on rounding must be applied equally to all students. 


Important: These rounding rules do not apply if the amount disbursed would 
exceed the student's Scheduled Award or place the student's LEU over 600%. 


For more on LEU for Pell and Iraq & Afghanistan Service Grants, see “Pell and Iraq & 
Afghanistan Service Grant LEU” later in this chapter. 
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Additional Aid Eligibility for Children of Soldiers: 


Zero EFC treatment or Iraq & Afghanistan Service Grant 


HEA Sec. 420R, Nov 6, 2009 E-Announcement, April 26, 2013 E-Announcement, DCL GEN-15-07 


An otherwise Pell-eligible student whose parent or guardian died as a result of U.S. military service in Iraq or 
Afghanistan after September 11, 2001, may receive increased amounts of federal student aid if the student 

was less than 24 years old when the parent or guardian died, or was enrolled at an institution of higher edu- 
cation at the time of the parent or guardian's death. There are two different provisions for such students, de- 


pending on whether the student has an EFC that falls within the range for Pell eligibility or not. 


Zero EFC treatment for children of soldiers 
A school must use an EFC of 0 to package all federal 
student aid if the student meeting the above criteria 
has a Pell-eligible EFC. (Note that the zero EFC is only 
used for packaging purposes; you do not actually 
change the student's calculated EFC.) 


When submitting an origination to COD for a student 
of this type, you must include the CPS transaction 
containing the Department of Defense Match Flag set 
to “Y,’ or the award will not be accepted. 


A student with an EFC that is not Pell eligible is po- 
tentially eligible to receive an award under the Iraq 
& Afghanistan Service Grant program (see Iraq & Af- 
ghanistan Service Grant below). 


Iraq and Afghanistan Service Grant 
To receive the Iraq & Afghanistan Service Grant, the 
student must have an EFC that is not Pell eligible. (The 


Due to the sequester, all Iraq & Afghanistan Ser- 
vice Grant award amounts first disbursed on or 
after October 1, 2015 and before October 1, 2016 
must be reduced by 6.8%. For example, a student 
otherwise eligible for a Grant of $5,815 (the maxi- 
mum Scheduled Award for 2016-17) the grant 
would be reduced by $395.42, resulting in a grant 
of $5,419.58. 


When submitting an origination to COD for a 
student receiving an Iraq & Afghanistan Service 
Grant, you must include the CPS transaction 
containing the DoD Match Flag set to “Y,’ or the 
award will not be accepted. The award may not 
exceed the student's cost of attendance. Iraq and 
Afghanistan Service Grants are not considered 
Estimated Financial Assistance for packaging pur- 
poses. For more detail on packaging awards, see 
Chapter 7 of this volume. 


student must meet the other criteria for Pell eligibil- 
ity.) Iraq & Afghanistan Service Grants are made under 
the same terms and conditions as Pell, and disburse- 
ments for each payment period are calculated in the 
same manner as described in this chapter for Pell. 


Identification of eligible students and notification by ED: 

The Department will notify the student when a student appears to meet the criteria for Zero EFC treatment for children 
of soldiers or the Iraq & Afghanistan Service Grant, based on a match with a Department of Defense (DoD) file of eli- 
gible dependents. The match will be performed when a student submits a FAFSA or FAFSA correction (and periodically 
thereafter). When an eligible student is identified, ED will generate a Central Processing System (CPS) transaction for the 
student, and the resulting ISIR will include a “DoD Match Flag,’ associated comment code 298, and the parent or guard- 
ian’s date of death. Note that this will not force an auto-0 EFC; the EFC will be calculated based on the student's financial 
situation, but you must use the flag and date of the parent or guardian's death, along with the student's calculated EFC, 
to determine if the student is eligible for Zero EFC treatment for children of soldiers, or an award under the Iraq & Af- 
ghanistan Service Grant program. ED will also send a letter to each matched student that informs the student of his or 
her possible increase in eligibility for FSA funds. The letter advises the student to contact his or her financial aid adminis- 
trator for more information. 

For more information on code 298 and other SAR comment codes, see the SAR Comment code guide on /IFAP: https:// 
ifap.ed.gov/sarcommcodestxt/attachments/1617SARCommCodesIxt.pdf. 
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si 
Full-time enrollment status for students 
with intellectual disabilities enrolled 

in comprehensive transition and 
postsecondary programs 

34 CFR 668.230-233 

HEA Sec. 484(s) 

Students enrolled in certain programs for students with intellectual 
disabilities may qualify to receive aid as a full-time student by 
meeting the full-time enrollment status criteria using alternative 
credit “equivalencies.” These equivalent credits, earned from audited 
courses and other normally non-credit activities undertaken as part of 
a program for students with disabilities may be awarded for purposes 
of determining enrollment status. For more detail, see Chapter 7 of 
Volume 1 of the FSA Handbook. 


tt 
Pell Grant Administrative Cost 

Allowance 

34 CFR 690.10 

HEA Sec. 489(a) 

For each student that receives a Pell Grant at your school each award 
year, your school is paid $5 to help pay the associated administrative 
costs. This money must be used solely to pay for the costs of 
administering the Federal Pell Grant, Federal Perkins Loan, Federal 
Work-Study, and FSEOG programs. 


SS 
Second Pell Grant Scheduled Award 
repeal and crossover payment periods 

2 Pells in an Award Year repealed 

34 CFR 690.64 

To conform with the removal of second Pell Grant Scheduled Award 
availability, you are no longer required to assign a crossover payment 
period to the award year in which the student would receive the 
greater Pell award, but are free to assign crossover payment periods 
to the award year that best meets the needs of your students and 
maximizes a student's eligibility over the two award years in which 
the crossover payment period occurs (you must source Pell funds 
from the award year to which the payment period is assigned), 
provided that you never make a payment that will result in the 
student receiving more than his or her Scheduled Award for an award 
year. For more detail on crossover payment periods, see the section 
on crossover payment periods later in this chapter. 


TERMS AND PAYMENT METHODS FOR CALCULATING PELL 

Generally, if all the coursework is scheduled to be completed within a 
specific time frame, the program can be considered term-based. Term-based 
programs can have either standard terms or nonstandard terms. Pell Grants 
are usually calculated differently for the two types of terms. Standard term 
programs may be treated similarly to nonstandard term programs if the 
program does not conform to a traditional academic calendar or meet certain 
other conditions. When calculating Pell, you must use the same formula for 
all years in a student’s program. 


Standard terms 

Standard terms are semesters, trimesters, or quarters, as these words are 
traditionally used. In traditional usage, an individual semester or trimester 
provides about 14 to 17 weeks of instructional time and full-time is defined 
as at least 12 semester or trimester hours. The program’s academic calendar 
generally consists of three terms, one each in fall, spring, and summer. In 
traditional usage of the term “quarter,” an individual quarter provides about 
10 to 12 weeks of instructional time, and full-time is defined as at least 12 
quarter hours. The program’s academic calendar generally includes three 
quarters in the fall, winter, and spring and often a summer quarter as well. 


Nonstandard terms 

Any term that isn’t one of the standard terms described above is a 
nonstandard term. Sometimes schools refer to terms by standard names 
when they are, in fact, nonstandard terms. For example, a program may 
be made up of terms called quarters, but progress is measured in semester 
hours. If a student’s program contains any nonstandard terms, it cannot be 
considered a standard term program. 


Non-term programs 

Non-term programs may be measured in either clock-hours or credit- 
hours. If a student’s program contains coursework not offered for comple- 
tion within set beginning and end dates, the program cannot be considered 
a term-based program. 
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CREDIT-HOUR TERM-BASED PROGRAMS 


Annual award based on enrollment status 

In a term-based program, academic progress is always measured in 
credit-hours, and the student’s annual award depends on his or her enroll- 
ment status. Your school’s standards for enrollment status must meet the 
minimum regulatory requirements, which are discussed in further detail in 
Volume 1: Student Eligibility (Chapter 1). 


For standard terms, the minimum enrollment standards are: 


Full-time: 12 semester hours per semester/trimester 
12 quarter hours per quarter 

3/4-time: 9 semester hours per semester/trimester 
9 quarter hours per quarter 

1/2-time: 6 semester hours per semester/trimester 
6 quarter hours per quarter 

Less-than-1/2-time: less than half of the 

workload of the minimum full-time requirement. 


If the student is enrolled full-time, then the annual award is the 
Scheduled Award, which is based on the full-time payment schedule. If the 
student is attending part-time, you must use the 3/4- time, 1/2-time, or less 
than 1/2-time disbursement schedules, depending on the number of credit- 
hours in which the student enrolls. If the student is enrolled less-than-half- 
time, it will also affect the cost components that are used in the student’s 
Budget (see Chapter 2 of this volume). Schools do not have the discretion to 
refuse to pay an eligible part-time student, including during a summer term or 
intersession. 


On the appropriate full-time or part-time Payment or Disbursement 
schedules, use the student’s Cost of Attendance and EFC to look up the Pell 
annual award for the year at that enrollment status. Most student aid soft- 
ware programs, such as EDExpress, will do this for you automatically, but 
you can also refer to the Pell schedules online at the IFAP website. 


Pell Grant payments by term 

Pell Grants must be paid in installments over the course of a program of 
study to help meet the student’s cost in each payment period. The payment 
period affects when Pell funds are disbursed and the exact amount to be 
disbursed. For credit-hour term programs, the payment period is the term. 
If the student doesn’t enroll in one of the terms, he or she won’t receive a 
portion of the award for that payment period. If the student’s enrollment 
status changes in the next term, his or her annual award will be different for 
that term. (See discussion of terms and payment methods.) 
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a a a 
Academic calendar and 

enrollment status changes 

Because the academic calendar for a program determines which 

Pell formula you use, you need to review the conditions for the use 
of each formula if the calendar for the program changes. This is 
particularly true if you are using Formulas 1 and 2, since they have 
the most restrictive conditions. 

Ifa student's enrollment status changes during the year, your school 
may have to recalculate the student's Pell Grant payment based 

on the new enrollment status. At the end of this chapter we'll 
discuss when a school is required to recalculate due to a change in 
enrollment status. 

34 CFR 690.63 

34 CFR 690.80(b) 


SS 
Enrollment status under consortium 
agreement 

The enrollment status of a student attending more than one school 
under a consortium agreement is based on all the courses taken 

that apply to the degree or certificate at the home institution. 

The disbursing school may have to make some adjustments if the 
coursework at the other school is measured in different units. 


Fit 
Enrollment status for cooperative 
education 

Ina cooperative education program, your school assesses the work 

to be performed by the student and determines the equivalent 
academic courseload. The student's enrollment status is based on the 


equivalent academic courseload. 
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Consortium Different Units Example 

Chris is taking 6 semester hours at Zimmerman University, the home 
institution, and 9 quarter-hours at Strasburg Technical Institute. To 
determine his enrollment status, Zimmerman needs to convert the 
hours at Strasburg into semester hours. Because a quarter-hour is 
about two-thirds of a semester hour, Zimmerman multiplies the 
number of quarter- hours by two-thirds: 

9 quarter hours X 2/3 = 6 semester hours. 


Then the hours taken at both schools can be added together: 


6 semester hrs. at Zimmerman 


+6 semester hrs. at Strasburg 
12 semester hours 


Linda is also taking 6 semester hours at Zimmerman University 
and 9 quarter-hours at Strasburg Technical Institute, but her home 
institution is Strasburg Technical Institute. Because Strasburg 

is paying her, it needs to convert the semester hours taken at 
Zimmerman into quarter hours: 

6 semester hours X 3/2 = 9 quarter-hours. 


Then, the hours taken at both schools can be added together: 


9 quarter hours at Strasburg 
+9 quarter hours at Zimmerman 


18 quarter hours 


Variations in enrollment status standards 

If any program uses standard terms, the enrollment status standards in 
the program don’t have to be proportional—for instance, a program could 
have a 15-hour standard for full-time enrollment, but set a 9-hour minimum 
for 3/4-time status and a 6-hour minimum for 1/2-time status. 


In addition, your school’s academic standard may differ from the enroll- 
ment standard used by the financial aid office for FSA purposes. For example, 
your school may define full-time as six hours during the summer; however, 
the financial aid office uses 12 hours as full-time for all terms, including the 
summer term. Your school must apply its FSA full-time enrollment stan- 
dards consistently to all students enrolled in the same program of study for 
all FSA purposes. For more on enrollment status, see Volume 1, Chapter 1. 


Enrollment status for students taking regular and correspondence 
courses 

If a student is enrolled in a non-correspondence study program, but 
correspondence coursework is combined with regular coursework, the cor- 
respondence courses must meet the following criteria to be included in the 
student’s enrollment status: 


The courses must apply toward the student’s degree or certificate or 
must be remedial work to help the student in his or her course of 
study. 

¢ The courses must be completed during the period required for the 
student's regular coursework, e.g., a term. 

¢ The amount of correspondence work counted can’t be more than the 
number of credit-hours of regular coursework in which the student 
is enrolled. 


If the student is taking at least a half-time load of correspondence cours- 
es, the student would be paid as at least a half-time student, regardless of the 
credit-hours of regular coursework. A student will be paid as a less-than-half- 
time student for any combination of regular and correspondence work that is 
less than 6 credit-hours or the appropriate equivalent of half-time. 


Enrollment Status for Enrollment in Correspondence and Regular Coursework 


Regular Work 


Correspondence Work 


Adjusted Total Coursework Enrollment Status 


3 3 


Half-time 
Half-time 
Half-time 
Three-quarter time 
Full-time 
Half-time 


This chart assumes that the school defines full-time enrollment as 12 credit-hours per term, and half-time enrollment as 6 credit-hours per term. As you can 
see in the second and third examples, the number of correspondence hours counted in the total course load was adjusted so that the correspondence hours 
never exceeded the regular hours taken. Note that in the last example, the student is eligible for payment based on half-time enrollment in correspondence 
courses, because not all of the correspondence work can be counted toward enrollment status. 
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FORMULA 1: CREDIT-HOUR TERM-BASED PROGRAMS 


To use Formula 1, the program must meet one of two sets of require- 
ments. 


For a program with a traditional academic calendar, the program: 


¢ must have an academic calendar that consists, in the fall through 
spring, of two semesters or trimesters, or three quarters (note that 
summer may not be a standard term); 

¢ must have at least 30 weeks of instructional time in fall through 
spring terms; 

¢ must not have overlapping terms; and 


¢ must define full-time enrollment for each term in the award year as at 


least 12 credit-hours and must measure progress in credit-hours. 


Other programs offered in standard terms may use Formula 1 if they 
start the terms for different cohorts of students on a periodic basis (for ex- 
ample, monthly). These programs: 


e must have an academic calendar that consists exclusively of semesters, 


trimesters, or quarters; 


¢ must have at least 30 weeks of instructional time in any two semesters 


or trimesters or any three quarters; 


¢ must start the terms for different cohorts of students on a periodic ba- 


sis (for example, monthly); 


¢ must not allow students to be enrolled in overlapping terms and must 
stay with the cohort in which they start unless they withdraw from a 


term (or skip a term) and re-enroll in a subsequent term. 


¢ must define full-time enrollment for each term in the award year as at 


least 12 credit-hours and must measure progress in credit-hours. 


For Formula 1, the term is the payment period, and you divide the stu- 
dent’s award by the number of terms in the program’s FSA academic year. 
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Requirements for using Formula 1 
34 CFR 690.63(a)(1) 


a a a 
Basic Pell calculations 

Pell payment schedules: 34 CFR 690.62 

Pell formulas: 34 CFR 690.63 

“Crossover” payment periods (e.g., summer sessions): 

34 CFR 690.64 


Dt 
Consistent use of formula 

You must use the same formula for a program for all payment 
periods in an award year. 


SS 
Standard term composed of shorter 
terms or modules 

Remember that you can combine shorter terms or modules into a 
standard term that meets the requirements for Formula 1. See the 
discussion of academic calendars in Chapter 7 for examples. 


—_—————SE EEE SEs 
Alternate calculation 

If you're working with a standard-term program that meets the 

rules for Formula 1 or Formula 2, you may divide the annual award 
by the number of all the terms (including the summer term) in the 
award year. 
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Formula 1: Basic Calculation 


In Formula 1, the annual award is simply divided by the number of terms in the fall through 
spring at a school with a traditional academic calendar. 


Take the case of Jeff, who is enrolled full-time in a program that has an academic year of 30 
weeks of instructional time and 24 semester hours. The program has fall and spring semesters 
that provide a total of 30 weeks of instruction and a 12-week summer nonstandard term with 12 
semester hours as full-time. Jeff has a Scheduled Award of $3,050, and since he is enrolled full- 
time, that is also his annual award. Since the fall through spring has standard terms, it doesn’t 
matter that the summer term is nonstandard; you still calculate summer payment based on 
Formula 1. 


*3.050 = $1,525 disbursement for a semester 
The same formula would be used if Jeff enrolled in a program that has fall, winter, and spring 


quarters that provide at least 30 weeks of instruction and has a summer term with 12 quarter 
hours as full-time. The only difference is that Jeff's annual award of $3,050 is divided by 3. 


at = $1,016.66 disbursement for each payment period 


Note that Jeff is receiving a full Scheduled Award because he is attending for two semesters or 
three quarters as a full-time student and has no remaining eligibility for the summer payment 
period included in the award year. 
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Formula 1: Basic Calculation 


Nontraditional Academic Calendar 


Majel is enrolled full-time at Roddenberry University in a program that has 
an academic year of 36 weeks of instructional time and 36 quarter hours, 
and is offered exclusively in quarters. A new cohort of students starts a 
quarter on the first workday of each month, and a student is not allowed to 
take courses in overlapping terms outside that student's cohort. 


Any three quarters of the program provide at least 36 weeks of instructional 
time since each quarter is 12 weeks of instructional time in length. To 

be full-time, a student must be enrolled in at least 12 quarter hours for a 
quarter. Majel has a Scheduled Award of $3,000, and since she is enrolled 
full-time, that is also her annual award. 


Because any three quarters are at least 30 weeks of instructional time and 
the academic year encompasses three quarters, Majel’s payment for each 
payment period is calculated by dividing the annual award by 3: 


pe OO ci a00 

3 
Note that Majel is receiving a full Scheduled Award because she is attending 
for three terms as a full-time student and has no remaining eligibility for the 
next payment period if it is included in the same award year. 
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Formula 1: Enrollment status change 


Anthony enrolls full-time in the fall semester at Ramos College of Competitive Catching (RCCC). He has a cost 
of $10,000 and EFC of 100, so his Scheduled Award, taken from the full-time payment schedule, is $5,750. 
Since he’s attending full-time, this is also his annual award. If RCCC defines its academic year as 30 weeks of 
instructional time and 24 semester hours, Anthony's annual award is divided by 2 to arrive at the disbursement 
for the fall semester. 


$5,250 = $2875 for Fall 
2 


Anthony decides that a full-time schedule is too ambitious, so he enrolls in the spring term as a 3/4-time 
student. His EFC is the same, and even though his tuition is slightly less, the Pell award is still based on full-time 
costs. However, his annual award is now based on the 3/4-time disbursement schedule, so his spring payment 


will be less than his fall payment. 


94.238 — $7,119 for Spring 
2 


Note that Anthony's Scheduled Award is still $5,750, and he has only received $4,994. This means that he is still eligible 
for up to $756 Pell funds from his Scheduled Award if he attends a summer term assigned to the same award year (if 
this will not put him over his Pell LEU limit). 
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FORMULA 2: STANDARD-TERM PROGRAMS WITH LESS 
THAN 30 WEEKS IN THE FALL THROUGH SPRING 

Formula 2 may be used for programs that would qualify for Formula 1 
except that the program’s academic calendar provides less than 30 weeks of 
instructional time in the fall through spring terms. Like Formula 1, it simpli- 
fies the calculation payments by providing for the same calculation for all 
payment periods in the award year. Only a small number of schools use 
Formula 2; therefore, it is covered in Appendix A of this chapter. 


FORMULA 3: GENERAL FORMULA FOR ANY TERM-BASED 
PROGRAM 

Any term-based program may use this formula for Pell calculations, but 
you must use this formula for a term-based program that does not qualify for 
Formulas 1 or 2 (for instance, a program that uses only nonstandard terms). 


To calculate the payment for the term, you must prorate the annual 
award that you looked up on the appropriate Pell Grant payment or 
disbursement schedule. Unlike the term calculation in Formula 1, the annual 
award can’t simply be divided evenly among the terms. Instead, you must 
multiply the annual award by a fraction that represents the weeks of instruc- 
tional time in the term divided by the weeks of instructional time in the 
program’s academic year. 


weeks* in term 
weeks* in academic year (at least 30) 


If the resulting amount is more than 50 percent of the annual award, 
your school generally (see exception in sidebar) must make the payment 
in at least two disbursements in that payment period regardless of whether 
the term is a standard term or a nonstandard term. A single disbursement 
for a payment period can generally not be for more than 50 percent of the 
annual award. You may disburse more than 50 percent of the annual award 
once the student has completed half of the weeks of instructional time in the 
program’s academic year definition. 


Enrollment status standards for nonstandard terms 

If you are using Formula 3 for a program that contains standard terms, 
the minimum enrollment standards previously discussed would still apply 
for the standard terms. However, if a program has nonstandard terms, the 
enrollment standard must be calculated for the nonstandard terms. The full- 
time enrollment status is determined for a nonstandard term based on the 
length of the term in relation to the academic year.** 


Credit-hours in weeks* in nonstandard term 


academic year weeks* in academic year (at least 30) 


*These fractions use weeks of instructional time as defined in Chapter 7 of this volume, which are not necessarily the same number as the 
calendar weeks in an academic year. 

** If the resulting number isn’t a whole number, it is rounded up to the next whole number. For example, 3.3 is rounded up to 4 if the 
program’s coursework is offered in whole credits. If the program’s coursework is offered in fractions, the full-time enrollment status need not 


be rounded. For example, 3.3 would remain 3.3 as full-time, and a student taking 3.4 credits in the term would be full-time. 
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Disbursing more than 1/2 the annual 
award and the 50% Requirement 

34 CFR 690.63(f) 

If the disbursement for the payment period results in more than 

1/2 of the annual award and occurs after half of the weeks of 
instructional time of the academic year have passed during the 
payment period, you can make a disbursement of the full payment 
for the payment period. 


For example, your school has a program that must use Formula 3. 
The program has 3 terms with 17, 14, and 6 weeks of instructional 
time and defines its academic year as 30 weeks of instructional time 
and 24 semester hours. Debbie is attending half-time for all three 
terms. Her payments for each payment period are 17/30, 14/30, 
and 6/30 of her half-time annual award. For the first term, you may 
disburse 15/30 of her award at the beginning of the term and the 
final 2/30 only after the 15th week of instructional time in the term. 
However, if Debbie establishes eligibility in the 16th week of the 
term, you can make a disbursement of 17/30 of the annual award at 
that time. Her award for the 2nd and 3rd terms may be disbursed in 
a single disbursement. 


When to use Formula 3 

> Ifa term program uses only nonstandard terms, or if a term 
program has standard terms but does not qualify for Formulas 1 or 2, 
you must use Formula 3 for Pell calculations. 

> Any term program can opt to use Formula 3. However, standard 
term programs that qualify for Formula 1 or 2 generally prefer to use 
Formula 1 or 2. 


—SEEREE SSS es 
Regulatory citations 

Formula 3 described: 34 CFR 690.63(a)(3) 

Enrollment status for nonstandard terms: 

34 CFR 668.2 

Disbursement cannot exceed 50% of the annual award: 

34 CFR 690.63(f) 


——EEE————E————————— 
Fractions 

Remember when using fractions, multiply first, and then divide. 
Dividing the fraction first to produce a decimal can cause an error if 
you need to round the decimal up or down. 
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After you determine the number of credit-hours required for full-time 
enrollment, you can then determine the less-than-full-time status for the 
nonstandard term using the following formula: 


Credit-hours student takes in the nonstandard term 
Credit-hours required for full-time enrollment in the nonstandard term 


Formula 3: Payments for standard terms 


Scherzer College has a semester-based program with a 2-semester academic calendar that comprises 28 weeks of 
instructional time. The program's academic year is defined as 24 semester hours and 30 weeks of instructional time. 
If both semesters are 14 weeks in length, the Pell payment for a full-time student with a Scheduled Award of $4,550 
would be calculated as follows: 


14 weeks* in term 
30 weeks* in academic year 


x $4,550 = $2,123.33 


Formula 3: Payments for nonstandard terms 


of equal length 


Just a few miles down the road from Scherzer, Roark University has a program that consists of four 8-week terms. Roark 
University defines the academic year as 40 quarter hours and 32 weeks of instructional time. Because this program does not 
use standard terms (semesters, trimesters, or quarters), Roark University must use Formula 3 to calculate Pell disbursements 
for students in the program. Let's use the example of a student who attends all four terms for 10 quarter- hours each term in 
the 2016-2017 award year, and has a Scheduled Award of $3,750. 


Because the program has nonstandard terms, Roark University must determine the number of credit-hours required for full- 
time enrollment in each term, as follows: 


8 weeks* in term 


Bvedeammcenieyen a 40 quarter hours = 10 quarter hours 


A student enrolled for 7 hours could be paid as a half-time student (7/10 = .7, which is less than 3/4 [.75] but greater than 
1/2 [.5] ). Since the student in our example will be enrolled for 10 hours each term, she is a full-time student and her annual 
award is the same as her Scheduled Award. This is a term-based, credit-hour program, so the payment period is the term. 


To determine the student's payment for each payment period, multiply her annual award by the length of the nonstandard 
term compared to the length of the academic year: 


8 weeks* in term 
32 weeks* in academic year 


x $3,750 = $937.50 


*These fractions use weeks of instructional time as defined in Chapter 7 of this volume, which will not necessarily be the same number 
as the calendar weeks in an academic year. 
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Formula 3: Payments for nonstandard terms 


of unequal length 


Ryan is enrolled in a semester-hour program at Zimmerman University that has a 10-week nonstandard term between two 12-week 
nonstandard terms. The terms do not overlap. The academic year for the program is defined as 34 weeks of instructional time and 24 semester 
hours. Courses are offered in whole credits. Zimmerman must use Formula 3 to calculate Pell Grant payments for students in this program. He 
enrolls for 6 semester hours in each of the three terms. Because the program has nonstandard terms, Zimmerman must determine the number 
of credit-hours required for full-time enrollment in each term, as follows. 


For the first and third term: 
12 weeks* in term 


a = x 24semester hours = 8.47 (round up to 9) 
34 weeks* in academic year 


For the second term: 


10 weeks* in term 


——__~_—___ x__ 24semester hours = 7.06 (round up to 8) 
34 weeks* in academic year 


A student must enroll in 9 semester hours (rounded up from 8.47) in the first and third terms, and 8 semester hours (rounded up from 7.06) 

in the second term, to be full-time. Ryan is enrolled half-time in the first and third terms (6 semester hours/9 semester hours = .67). He is 
enrolled three-quarter time in the second term (6 semester hours/8 semester hours =.75). The cost of attendance does not need to be prorated 
because the fall through spring terms provide the same number of weeks of instructional time as in the academic year definition. Further, the 
school has determined the costs for a full-time student for a full academic year. 


The half-time disbursement schedule shows that Ryan is eligible for an annual award of $2,075. Because this is a term-based credit-hour pro- 
gram, the payment period is the term. To calculate Ryan’s payment for the first and third terms, the school uses the fraction 12/34: 


ANE Te = Gab 
34 weeks* in academic year 


Ryan's payment for each of the first and third terms will be $732.35. 


Since Ryan’s enrollment status for the middle term is three-quarter time, the payment for that term is based on a three-quarter-time annual 
award of $3,075. To calculate the payment for the middle term, the school uses the fraction 10/34: 


= Oiveets intern 2 ex 93,075 = S004 
34 weeks* in academic year 


Ryan's payment for the middle term (the second payment period) is $904.41. 


*These fractions use weeks of instructional time as defined in Chapter 7 of this volume, which will not necessarily be the same number as the 
calendar weeks in an academic year. 
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a a 
Formula 4 requirements 

34 CFR 690.63(a) and (e). All clock-hour and non-term credit-hour 
programs must use Formula 4. 


LSS 
Enrollment status standards for clock- 
hour and other non-term programs 

For non-term programs, the enrollment minimums are: 


Full-time in credit-hours: 24 semester hours, 24 trimester hours, or 
36 quarter hours per academic year. 

Less than 1/2-time status is defined as less than half of the workload 
of the minimum full-time requirement. 


Full-time in clock-hours: at least 24 clock-hours per calendar week. 


ee 
Coursework completion requirement & 
withdrawal/re-entry 

Students in non-term programs must successfully complete a 
payment period to receive subsequent payments. We'll discuss the 
effect of withdrawal and re-entry into a program in Volume 5. 


——— ee ee eae) 
Receiving less than the Scheduled 

Award due to crossover 

A student may also receive less than a Scheduled Award in an award 
year, if the program crosses award years and the student's Pell Grant 
award in one of the award years is for a portion of the program that 
is less than a full academic year. 


FORMULA 4: CLOCK-HOUR AND NON-TERM CREDIT-HOUR 
PROGRAMS 


Checking 1/2-time enrollment status 

For clock-hour programs and for non-term credit-hour programs, 
enrollment status only makes a difference if the student is attending less- 
than-half-time. If that’s the case, only certain components of the cost of 
attendance are used. (See discussion in Chapter 2.) 


The annual award for a student in a clock-hour or non-term credit-hour 
program is taken from the full-time payment schedule, even if the student is 
attending less than full-time. 


Calculating payment amounts 

Pell Grants must be paid in installments over the course of the academic 
year or program of study to help meet the student’s cost in each payment 
period. The payment period determines when Pell funds are disbursed and 
the exact amount to be disbursed. You must use the rules discussed in 
Chapter 1 to determine the payment periods for clock-hour and non-term 
credit-hour programs. 


In non-term programs, the student’s Pell award is not reduced for part- 
time enrollment unless the student is enrolled less than half-time in which 
case the student’s cost of attendance must be adjusted. However, if the 
program is less than an academic year (in either clock/credit-hours or weeks 
of instructional time), students enrolled in that program won't receive a full 
Scheduled Award. 


As in the case of the other formulas, you must perform comparable 
prorations of the award for each payment period in the student’s program. 
The calculation for the payment period prorates a student’s Scheduled Award 
based on the number of credit or clock-hours in the payment period as 
they compare to the credit or clock-hours in the defined academic year or 
the number of weeks of instructional time in the payment period as they 
compare to the weeks of instructional time in the academic year. To deter- 
mine the payment for a payment period, multiply the student’s Scheduled 


Award by the lesser of: 


Number of credit/clock-hours in the payment period 
Number of credit/clock-hours in the program’s academic year 


or 


Weeks* in the payment period 
Weeks* in the program's academic year (at least 30 
for credit-hour, at least 26 for clock-hour) 


*These fractions use weeks of instructional time as defined in Chapter 7 of this volume, 
which are not necessarily the same number as the calendar weeks in an academic year. 
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Payments for credit-hour non-term program (Formula 4) 


Chance is enrolled at Tinkers Technical Institute (TTI) and has a Scheduled Award of $4,250. His program is 24 quarter hours and 20 weeks 
of instructional time in length. The academic year for the program is defined as 36 quarter hours and 30 weeks of instructional time. TTI 
has established two payment periods of 12 quarter hours and 10 weeks* each for Chance’s program. To determine the disbursement for 
the payment period, TTI must multiply the Scheduled Award by the lesser of the fraction comparing the hours in the payment period to 
the hours in the academic year, or the fraction comparing the weeks in the payment period to the weeks in the academic year. The two 
possible calculations would be as follows: 


1) 12 quarter-hours i i 
) quarter-hours in payment period x $4250= $1,416.66: or 
36 quarter-hours in academic year 
2) 10 weeks* in payment period 
30 weeks* in program's academic year 


x $4,250 = $1,416.66 


Since the two resulting fractions (12/36 and 10/30) are the same, there technically is no “lesser” fraction and you can use either to get 
$1,416.66. Thus, Chance’s payment for the first payment period will be $1,416.66. Chance can receive this payment when he begins the 
program. TTI can make the payments of $1,416.66 for the second payment period after TTI has determined that Chance has successfully 
completed 12 quarter hours and 10 weeks of instructional time of the program. 


Payments for clock-hour program (Formula 4) 


Chance is enrolled in a program 900 clock-hours and 22 weeks of instructional time in length at Evers Technical Institute (ETI) and is 
eligible for a Scheduled Award of $2,650. ETI defines the academic year for the program based on the regulatory minimums: 900 
clock-hours and 26 weeks of instructional time. To calculate Chance’s payment, ETI calculates the payment for each payment period as 
follows: It multiplies the Scheduled Award ($2,650) by the lesser of the fraction comparing the hours in the payment period to the hours 
in the academic year, or the fraction comparing the weeks in the payment period to the weeks in the academic year. The two possible 
calculations would be as follows: 


1) 450 clock-hours in the payment period = , 
900 clock-hours in the academic year HES Sed 
2) 11 weeks* in the payment period 

26 weeks* in the program's academic year 


x $2,650 = $1,121.15 


Chance’s payment for the first payment period will be $1,121.15. He can get this payment when he begins the program. He can 
receive his second payment of $1,121.15 after he successfully completes the 450 clock-hours in the first payment period. 


*The fractions in these examples use weeks of instructional time as defined in Chapter 7, which will not necessarily be the same number as the calendar weeks in an academic year. 
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eS 
Formula 5: Correspondence Study 

Formulas 5A & 5B are formulas that must be used for 
correspondence students. Because there are only a small number 

of Pell Grants made to correspondence students, the formulas for 
correspondence study programs are covered in Appendix B of this 
chapter. 


a 
Alternate calculation that includes 
summer term 

If you're working with a standard-term program that meets the 

rules for Formula 1 or Formula 2, you may divide the annual award 
by the number of all the terms (including the summer term) in the 
award year. 


Crossover Pell and Withdrawal 

For details on how to perform Return of Title V Funds calculations 
ina crossover Pell situation, see Volume 5, Chapter 2 of the FSA 
Handbook. 


a _ 
Crossover payment periods 

34 CFR 690.64 

You are free to assign crossover payment periods to the award 

year that best meets the needs of your students and maximizes a 
student's eligibility over the two award years in which the crossover 
payment period occurs (you must source Pell funds from the award 
year to which the payment period is assigned), provided that you 
never make a payment that will result in the student receiving more 
than his or her Scheduled Award for an award year. 


SUMMER TERMS & OTHER “CROSSOVER PAYMENT 
PERIODS” 

Payment periods don’t always fall neatly into one award year or another. 
When a payment period falls into two award years—that is, it begins before 
July 1 and ends on July 1 or later—it’s called a “crossover payment period.” 


The formula for calculating the payment for a crossover payment period 
is the same as that for any other payment period in the award year. 


Crossover payment from the proper award year 

For Pell purposes, you must consider a crossover payment period to 
occur entirely within one award year and calculate the student’s Pell award 
and disburse Pell funds from the award year selected (if you only have a valid 
SAR/ISIR from one award year, you must rely on that record and the award 
year to which the valid SAR/ISIR pertains). 


You may assign the Pell award to a different award year than the rest of 
the student’s Title IV aid. You can make a payment for a crossover payment 
period out of either award year, if the student has a valid SAR/ISIR for the 
award year selected. You may assign two consecutive payment periods to the 
same award year. For example, you could treat summer 2016 and summer 
2017 as both being in the 2016-17 award year. You may not make a payment 
which will result in the student receiving more than his or her Scheduled 
Award for an award year. 


Besides these considerations, the decision about which award year to 
use is usually based on the student’s remaining eligibility in the earlier award 
year. 


Term schools: using the formula for summer session 

If your school offers a summer term in addition to fall through spring 
terms that qualify for Formula 1 or 2, you will calculate the student’s 
payment for the summer term using the same formula that you used to 
calculate payments for the other terms in the award year to which the 
summer term is assigned. If you use Formula 3 for Pell Grant calculations in 
any of the terms in an award year, then you must use Formula 3 for all terms 
in that program that occur in that award year, including the fall through 
spring terms. (Note that if your program is a standard-term program in the 
fall through spring and does not define full-time enrollment in the summer 
as at least 12 credit-hours, you must use Formula 3 for Pell calculations for all 
terms in the award year.) With regard to enrollment status, your school must 
apply its definition of full-time status for the summer term consistently for all 
FSA program purposes. 
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The cost of attendance for summer terms 

Costs for summer terms are figured in the same way as for any other 
payment period; that is, the costs are based on a full-time student for a full 
academic year. If your school has fall and spring semesters that comprise an 
academic year, you can’t add the costs for the summer term to the costs for 
the fall and spring semesters. The award for the summer term is still based 
on the costs for one academic year. However, if the academic year defini- 
tion includes the summer term, then the costs for the summer term must be 
included in the cost for a full academic year. 


If the student was previously enrolled in the award year, you may be 
able to use the same cost of attendance for the summer term that you used 
for the immediately preceding term that the student attended. However, this 
isn’t possible if the costs are different from the fall through spring such as 
a different tuition charge per credit-hour or you are required to recalculate 
the cost of attendance. (See the end of this chapter for information on when 
recalculations are required.) If it’s necessary to base the student’s cost of 
attendance on the summer term, you must prorate the summer costs to the 
length of an academic year to establish the cost for a full academic year. (See 
Chapter 2 on prorating costs in the Pell Grant program.) 


If the summer session is the first term in the award year for that student 
(for example, your school is paying a student for the summer 2016 term from 
the 2016-17 award year), you must establish the student’s full-year cost based 
on the costs for the summer term. If the student enrolls in another term in 
that award year, you may have to recalculate the student’s costs for the later 
term. 
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Minisession enrollment status example 
Gio is enrolled in a summer session with three-week minisessions 
that his school, Gonzalez University, has combined into 1 term. 
Gonzalez U. is using Formula 1 to calculate Gio’s combined term, and 
knows it must define full-time enrollment as at least 12 credit-hours, 
even though the individual component minisessions may have 
originally considered full-time to be something less than 12 credit- 
hours. Gio is enrolled for 6 credits during the combined summer 
minisession term. Gio’s enrollment status is equal to the proportion 
of his credits to the school’s definition of full-time for the combined 
term. Therefore, Gio should be credited with half- time enrollment 
status for the combined summer term. 


a 
Formula 3 minisessions and other 
nonstandard terms 

If you use Formula 3 for any of the summer minisessions, or any other 
nonstandard term (e.g., a winter intersession), remember that you 
must also use it for all other terms in the award year, including fall 


through spring. 


Summer minisessions 

If a term-based school offers a series of minisessions that overlap two 
award years (by “crossing over” the June 30 end date for one award year), 
these minisessions may be combined and treated as one term. However, 
schools are not required to combine these minisessions unless they overlap 
each other. 


When you combine minisessions into a single term (i.e., payment 
period), the weeks of instructional time in the combined term are the weeks 
of instructional time from the beginning of the first minisession to the date 
the last minisession ends. The student’s enrollment status for the entire 
payment period must be calculated based on the total number of credits the 
student is projected to take for all sessions. You must project the enrollment 
status for a student on the basis of the credits the student has: 


* pre-registered or registered to take for all sessions; 

* committed to take for all sessions in an academic plan or enrollment 
contract; or 

¢ committed to take for all sessions in some other document. 


When you combine the minisessions into a single term, a student cannot 
be paid more than the amount for one payment period for completing any 
combination of the minisessions. If the minisessions are not combined 
into a single payment period, you must treat each minisession as a separate 
nonstandard term and generally must use Formula 3 to calculate Pell Grant 
payments. If, for each minisession, you define full-time as at least 12 credit- 
hours, you may be able to use Formula 1 or 2 if the program otherwise quali- 
fies for one of these formulas. 


If a combined minisession term crosses over the June 30-July 1 date, the 
combined term must be treated as a crossover payment period, regardless 
of what classes students attend. If your program has 2 summer sessions and 
only 1 of the sessions crosses over the award year date boundary and you do 
not combine the sessions into a larger term, then only the term that actually 
spans the award year boundary is considered a crossover payment period. 


If the minisessions are combined in a single term and a student does not 
begin attendance in all of the minisessions that he or she was expected to 
attend, recalculation of prior disbursements is required based on the resulting 
changed enrollment status as discussed later in this chapter. 
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Combined minisessions into one term 


Bryce enrolls part-time at Rendon University, which defines its academic year as 24 semester hours and 30 weeks of 
instructional time. In addition to fall and spring semesters, Rendon offers three summer minisessions. Each minisession 
provides 4 weeks of instructional time. Rendon can either combine the minisessions into a single nonstandard term, or 
treat each session as a separate nonstandard term. The school chooses to combine the sessions into a single payment 
period providing 12 weeks of instructional time with full-time enrollment in this period defined as 12 semester hours. If 
Rendon meets the conditions for use of Formula 1 in its fall and spring semesters, it can use Formula 1 to calculate Pell 


payments for this summer session. 
Session 1 |} Session 2 |} Session 3 
| (4 weeks*) (4 weeks”) (4weeks*) _| 


Bryce enrolls for 3 semester hours in each of the minisessions, so he’s enrolled three-quarter time (9 hours total in the 
combined term). His applicable Scheduled Award is $3,550 and his annual award (from the 3/4-time disbursement 
schedule) is $2,663. To calculate Bryce’s payment, Rendon simply divides the annual award by 2, the number of terms in 
the fall through spring: $2,663 /2 = $1,331.50. 


Summer Term 
(12 weeks,* 12 hours full-time) 


q D 


Minisessions treated as nonstandard terms 


Suppose Rendon didn’t combine these minisessions. If it defined full-time enrollment for each 4-week minisession as 
less than 12 semester hours, it would have to calculate all Pell payments for the program using Formula 3. Because 
these are nonstandard terms, Rendon would have to determine Bryce’s enrollment status for each minisession by 
prorating the standard for full-time enrollment in a full academic year (24 semester hours): 


4 weeks* in term 


24 semester hours x 30 weeks* in academic year = 3.2 semester hours (round up to 4**) 


For each of the 4-week terms, a full-time student must enroll in 4 semester hours, and based on that standard, the 3 
semester hours that Bryce is attending in each minisession count as 3/4 time enrollment status. Note that Rendon would 
use the Pell cost of attendance for a full-time student attending a full academic year. Rendon would determine his 
payment for each minisession (assuming his Scheduled Award remains unchanged across both award years: 


eine 5663 = 9355 06 
30 weeks* in academic year 


Bryce would receive $355.06 for each of the minisessions, for a total of $1,065.18 for the summer. Again, these 
payments for one or more minisessions that are in the prior award year may need to be reduced if Bryce had previously 
received payments for the fall and spring semesters in the same award year. Also, Rendon must use Formula 3 for the 
fall through spring terms. 


*These fractions use weeks of instructional time as defined in Chapter 7, which are not necessarily the same number as 
the calendar weeks in an academic year. 


** Since Rendon only offers courses in whole credits 
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Transfer student 

34 CFR 690.65 

Mid-year transfer: “Dear Colleague” Letter GEN-00-12 

Percent of remaining eligibility: 34 CFR 690.65(d) 


———————————————————— 
NSLDS financial aid history and transfer 
monitoring 

Before disbursing FSA funds to a transfer student, you must obtain 

a financial aid history for the student and you must inform NSLDS 

about the transfer student so that you can receive updates through 

the Transfer Student Monitoring Process. The financial aid history will 
not only identify Pell Grant disbursements that the student received 
at other schools, but also tell you if the student is ineligible for any 

FSA aid due to default or overpayment, if the student has reached 

or exceeded the annual or aggregate loan limits, or if the student 

has reached the Pell Lifetime Eligibility Used limit (LEU). There are 

several ways for you to get a student's financial aid history from 

NSLDS. You can: 

. use the NSLDS Financial Aid History section of the ISIR; 

. log on to the NSLDS Professional Access website and access 
the data online for a student; 

. for multiple students, use the FAT 001 Web report, which you 
submit from the Reports tab on the NSLDS site (you retrieve 
the results through SAIG); or 

. send a batch TSM/FAH Inform file to request aid history data 
for several students, which will be returned in either extract 
or report format through SAIG. The TSM/FAH processes and 
batch file layouts are posted on the IFAP website at the 
NSLDS reference materials link under Processing Resources. 


Why percentages are used 

The reason for using percentages when calculating remaining 
eligibility is that a student may have different Scheduled Awards at 
different schools/programs. For example, the costs of attendance at 
the two schools may be different. The percentages are also used to 
compare the portions of a student's total eligibility that have been 
used at both schools. (If the student’s Scheduled Award is the same 
at both schools, the financial aid administrator can find the amount 
of the student's remaining eligibility simply by subtracting the 
amount received at the first school from the Scheduled Award.) 


Dt 
Transfers and remaining eligibility 

34 CFR 690.65 

Note: Following the appropriate procedures relative to the figure 
reported in % Sch. Used will ensure that a transfer student does not 
receive more than 100 percent of the student's Scheduled Award. 
Therefore, school B may ignore the actual grant and overpayment 
amounts from school A in school B’s calculations. 
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REMAINING ELIGIBILITY, TRANSFER STUDENTS 

The Pell payment for a transfer student is calculated in the same way as 
for any new student. That is, you must calculate payments for each payment 
period following the rules given in this chapter. However, a transfer student’s 
remaining Pell eligibility at your school is reduced if the student received 
Pell funds for the same award year at any prior schools. You can identify the 
student’s prior Pell disbursements when you review his or her Financial Aid 
History in NSLDS (see sidebar). 


Calculating remaining eligibility 

Once you've identified the Pell amounts that a transfer student has 
already received for the ongoing award year, you must calculate the 
percentage of the Scheduled Award that has been used. This percentage is 
calculated by dividing the amount disbursed at the previous school by the 
student’s Scheduled Award at that school (COD calculates this and you can 
refer to COD to see what the percentage of remaining eligibility will be for a 
student). 


Pell disbursed at prior school 


——____* _ = %of Scheduled Award used 
Scheduled Award at prior school A Orscnedned AWanLANE 


Then subtract this percentage from 100 percent. The result is the 
maximum percentage of the Scheduled Award that the student may receive 
at your school. Note that a transfer student receives the same payments 
as any other student until the limit (100 percent of a Scheduled Award) is 
reached. You give the student the full amount for each payment period, 
rather than trying to ration the remaining amount by splitting it evenly 
across the remaining terms. Remember that there is no longer any provision 
for awarding a second Pell Grant Scheduled Award during a single award 
year. 


A transfer student must repay any amount received in an award year 
that exceeds his or her Scheduled Award, unless the school that disbursed the 
award was at fault by failure to follow the administrative requirements in 34 
CFR 668. 


Payment period for a transfer student at a non-term school 

When a student transfers into a non-term credit-hour or clock-hour 
program at a new school, that student is starting a new payment period. 
For non-term programs, you must use the payment period rules described 
in Chapter 1 to determine the payment periods for the remainder of the 
student’s program. 


However, for a transfer student, the length of the program is the number 
of clock or credit-hours and the number of weeks of instructional time 
that the student will be required to complete in the new program. If the 
remaining clock or credit-hours or weeks of instructional time are half an 
academic year or less, then the remaining hours and weeks of instructional 
time constitute one payment period. 
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AWARDING REMAINING PELL ELIGIBILITY 

Consider a student who is eligible for Federal Pell Grant funds and who 
transfers from one school (school A) to another school (school B) within 
the same award year. Before paying any Pell funds to the student, school B 
must determine the percentage of eligibility remaining for the student. After 
transferring, a student’s remaining Pell Grant eligibility for a Pell Sched- 
uled Award during an award year is equal to the percentage of the student’s 
Scheduled Award that remains unused, multiplied by the student’s Scheduled 
Award at the new school. 


School B may pay the student a Pell Grant only for that portion of an 
academic year in which the student is enrolled and in attendance at school B. 
The grant must be adjusted, as necessary, to ensure that the funds received by 
the student for the award year do not exceed the student’s Scheduled Award 
for that award year or the student’s maximum Lifetime Eligibility Used (LEU 
600% in COD). 


The award for each payment period is calculated using the (full) 
Scheduled Award. The student receives a full award until the student has 
received 100 percent of the student’s remaining eligibility for a Scheduled 
Award or 600% LEU (i.e., 6 scheduled awards over the course of the 
student’s academic career, see LEU section later in this chapter). This avoids 
a school having to ration the remaining amount by splitting it evenly across 
the remaining terms. Remember that there is no longer any provision for 
awarding a second Pell Grant Scheduled Award during a single award year. 


To calculate a transfer student’s remaining eligibility for a Scheduled 
Award, school B must first determine what percentage of the Scheduled 
Award the student used at school A. On the student’s current ISIR, on the 
Financial Aid History Page, in a section headed Pell Payment Data, school B 
will find an entry for “% Sch. Used.” School B subtracts the percentage listed 
under “% Sch. Used” from 100%. 


The remainder is the unused percentage of the student’s Scheduled 
Award—the percentage the student may receive at school B. (Use percent- 
ages rather than dollars because a transfer student may have different 
Scheduled Awards at the two schools; using percentages rather than dollars 
adjusts for this possible difference.) School B then multiplies the percent of 
eligibility remaining times the Scheduled Award at the new school. The result 
is the maximum amount of Federal Pell Grant funds the student may receive 
for his/her first Scheduled Award (see sidebar) at school B during the balance 
of the award year. 
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Avoiding Pell Grant overawards 

34 CFR 690.79 

A Pell Grant overaward can be caused by a school making an error 
in reading the (correct) Pell Payment Schedule, for example, using 
the wrong EFC or COA. A Pell Grant overaward can also be caused 
by a school using the wrong payment schedule, as when it uses the 
full-time schedule to determine the award for a student who is not 
registered as a full-time student, or who reduced his/her enrollment 
schedule to less than full time before beginning attendance in all 
classes. 


A Pell Grant overaward can also result if an applicant enters incorrect 
data on a FAFSA and the EFC derived from the incorrect data is 
smaller than it should be (for more detail about the FAFSA and EFC 
data, see the Application and Verification Guide). A Pell overaward 
also exists if the student scheduled to receive it fails to begin class 

or is otherwise determined to be ineligible for FSA assistance (for 
example, having exceeded the Lifetime Eligibility Used [LEU]) in COD. 


Finally, an overaward exists whenever a student is scheduled to 
or is receiving a Pell Grant for attendance at two or more schools 
concurrently. All of these Pell Grant overawards must be corrected 
(for more detail on the requirements and methods of resolving 
overawards, see Volume 5, Chapter 1). 


Besides avoiding these mistakes, schools should also be sure to 


submit timely Pell actual disbursement records to COD, according to 
the Annual Deadline Date Notice Rules as published on IFAP. 
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Transfer Student Remaining Eligibility Example 


On August 1, 2016, Daniel enrolled at Espinosa Hair Academy. After completing 
400 of the 900 clock-hours in his program, Daniel had to relocate, and he withdrew 
from school. On February 1, 2016, having settled into his new home, Daniel enrolled at 
McCatty’s Esthetics Institute (MEI) as a transfer student. Daniel was awarded 400 clock- 
hours of transfer credit in MElI’s 1,000 clock-hour program (the program definition of an 
academic year is 900 clock-hours and 30 weeks of instructional time). Daniel’s program 
is 600 clock-hours and 20 weeks of instructional time. 


When the financial aid officer (FAO) at MEI examined Daniel’s 2016-2017 ISIR, he 
found the following entry: 


%Sch. Used: 50.0 As Of: 01/28/2016 Pell Verification EFC: 0 


The FAO subtracted the 50% used previously from 100% and found that the 
percentage of Daniel’s scheduled award that remained unused was 50%. Therefore, 
Daniel was eligible to receive 50% of his scheduled Pell award of $4,850 during the 
balance of the award year. In addition, the FAO used the 600 hours and 20 weeks of 
instructional time remaining in Daniel's program to establish the appropriate two 
payment periods (per 34 CFR 668.4(b)), each of 300 clock-hours and 10 weeks of 
instructional time. 


The aid officer performed the required multiplication and determined that Daniel 
could receive as much as $2,425 (.50 x $4,850 = $2,425) if he remained enrolled at MEI 
for the balance of the year. 


During the first payment period, Daniel received $1,617 ($4,850 x 300 hours in the 
period + 900 hours in the academic year) in Pell funds. 


However, in the second payment period, Daniel could only receive funds until his 
total Pell at MEI reached $2,425 (his total for the year reached $4,850). Therefore, for the 
second payment period at MEI, Daniel could only receive $808 ($2,425 - $1,617 = $808). 


Its important to remember that if Daniel received a Direct Loan at Espinosa and 
now wishes to borrow a Direct Loan at MEI, there may be overlapping academic years 
between the two schools. When there are overlapping academic years, a student's 
eligibility for Direct Loan funds will usually be impacted. The method for determining 
the remaining eligibility for Direct Loan funds is calculated in a very different manner 
than how we calculated Daniel’ remaining Pell Grant eligibility. Please refer to Chapter 5 
of this volume for a complete discussion of this issue. 


Also note that when you have a transfer student with overlapping academic years 
who borrows Direct Loan funds at the second school, that student will have payment 
periods for most Federal Student Aid Programs (Federal Pell Grant, FSEOG, TEACH, Iraq 
& Afghanistan Service Grant, and the Federal Perkins Loan Program), that do not align 
with the loan periods/payment periods in the Direct Loan Program. 
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Pell Grant and Iraq & Afghanistan Service Grant Lifetime 
Eligibility Used (LEU) 

Per the Consolidated Appropriations Act of 2012 (CAA), a student’s 
maximum duration of Pell eligibility is 6 Scheduled Awards, as measured by 
the percentage of “Lifetime Eligibility Used” (LEU) field in COD (one Sched- 
uled Award equals 100% LEU). A separate maximum of 600% LEU also ap- 
plies to Iraq & Afghanistan Service Grant awards, however, since there are so 
few of these awards, they are not maintained in COD at this time. A student 
is ineligible to receive further Pell or Iraq & Afghanistan Service Grant funds 
if they have reached or exceeded the 600% limit for the applicable program 
(i.e., Pell or Iraq & Afghanistan Service Grant). For Pell, this limitation is not 
limited to students who received their first Pell Grant on or after July 1, 2008, 
as was the previous limit of 9 Scheduled Awards. Instead, it is tracked to the 
beginning of the program (1973-74). 


The LEU levels for Pell and Iraq & Afghanistan Service Grants are 
separate and are tracked independently. For example, a student might have 
400% Pell LEU and 300% Iraq & Afghanistan Service Grant LEU and still be 
potentially eligible for either program, or 600% Pell LEU and 400% Iraq & 
Afghanistan Service Grant LEU and be potentially eligible for only an Iraq & 
Afghanistan Service Grant award. Rounding rules do not apply if the amount 
disbursed would place the student’s LEU over 600%. 


The Department provides weekly Pell LEU reports through the SAIG 
Mailbox under Message Class PGLEXXOP (where XX = the year) for your 
Pell-eligible applicants (and students who listed your school code on their 
FAFSA) who have a Pell LEU greater than or equal to 450%. The COD web- 
site will show the current Pell LEU level for all aid recipients (updated as 
transactions are processed). COD also provides the LEU for the Pell Multiple 
Reporting Record (MRR), Pell Reconciliation Report, and Pell Year to Date 
file. 


Students will fall into one of the following categories, which will have 
various effects: 


¢ Student not on report (Code “N” on the student’s ISIR under Life- 
time Limit Flag) Students in this category have LEU of less than 
400%. These students’ Pell-awards will be awarded as normal, since 
even if they receive a full Scheduled Award, they will not go over the 
600% LEU maximum. 


¢ LEU greater than 400% but less than or equal to 500% (Code “H” 
on the student’s ISIR under Lifetime Limit Flag) Students in this 
category will likely have Scheduled Award eligibility for 2016-17. 
However, a student’s 2016-17 Pell eligibility may be reduced if, for 
example, another Pell disbursement is reported after a report has 
been created, putting the student’s 2016-17 baseline LEU over 500%. 


e LEU greater than 500% but less than 600% (Code “C” on the stu- 
dent’s ISIR under Lifetime Limit Flag) These students will not have 
full Pell eligibility for 2016-17, since their baseline LEU has less than 
100% remaining. 
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Pell & lraq & Afghanistan Service Grants 
& LEU 

Consolidated Appropriations Act of 2012 

HEA Section 401(c) 

DCL GEN-12-01, DCL GEN-13-14 

E-Announcement April 18, 2014 

2016-17 ISIR Guide 

Due to the passage of the Consolidated Appropriations Act of 2012 
(CAA), a student may receive a total of 6 Pell or Iraq & Afghanistan 
Service Grant Scheduled Awards, measured by percentage of 
Scheduled award(s) disbursed (Lifetime Eligibility Used, or “LEU” field 
in COD up to 600 percent). This limitation is not limited to students 
who received their first grant on or after July 1, 2008, as was the 
previous limit of 9 Scheduled Awards. 


el 
Declining and/or returning Pell funds 

DCL GEN-12-18 

A student may decline or return all or part of a disbursement of 

Pell Grant funds that they are otherwise eligible to receive or have 
received (returns may only be made in the same award year as the 
funds were received). This should be a rare action on the part of 
students and need not be advertised as a possibility by your school. 
For more detail on the requirements of declining or returning Pell 
funds, see DCL GEN-12-18. 


NSLDS Reporting requirements 
DCL GEN-14-07, E-Announcement February 11, 2015 

For details on NSLDS reporting requirements for Pell, including 
reporting of additional data, reporting at the academic program 
level, and more frequent reporting, see DCLs GEN-14-07 and 
GEN-14-17. 
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Pell Grant LEU Disputes 

E-Announcement June 27, 2013 

E-Announcement April 18, 2014 

Aschool or student may dispute the accuracy of a student's Pell 
Grant data which resulted in the student's LEU level in COD. It is 

the responsibility of the student's current school to coordinate the 
resolution of the dispute. You may create, view, and edit Pell LEU 
disputes (including uploading documentation) using the COD Web 
Portal. Note that Pell Grant and Iraq & Afghanistan Service Grant LEU 
levels are independent of one another and are tracked separately 
(for example, a student may be at 650% Pell LEU, but only 400% 
IASG LEU). 


e LEU 600% or higher (Code “E” on the student’s ISIR under Lifetime 
Limit Flag) These students will have no Pell eligibility remaining, 
as they have already exceeded the maximum lifetime eligibility used 
amount as defined in the CAA. 


To aid in identifying students who are approaching their LEU limits, 
COD has been updated to return warning code 177 or 178 when a student’s 
Pell LEU is near or exceeds 600%. Also, you will be able to see this data in the 
Common Record Response, and the Central Processing System (CPS) reports 
Pell Grant LEU limit flags and percentages on SARs and ISIRs. Students’ Pell 
LEU status is also visible in the NSLDS system. COD calculates a student's 
LEU to 3 decimal places, and you may round awards as described earlier 
under “Ground rules for Pell,” however, you may not round up if that would 
cause the student to exceed either their Scheduled Award or 600% LEU. 


Currently, Iraq & Afghanistan Service Grant LEU levels are tracked 
manually by the Department and are not automatically populated in COD or 
on the students’ ISIR. COD has implemented a hard reject (Edit 201) for Pell 
actual disbursements for Pell recipients with a Pell LEU greater than 600%. 


To calculate an award for a student whose LEU level will reduce their 
eligibility (i.e., an LEU greater than 500% but less than 600%, either code H 
or C on the Lifetime Limit Flag on the ISIR), first subtract their LEU % from 
600%, then multiply the student’s Scheduled Award by the resulting percent- 
age. For example, Jack has 534% LEU on his SAR. His school subtracts 534% 
from 600%, leaving him with 66% of a Scheduled Award remaining. His 
Scheduled Award for 2016-17 is $5,650, so his school multiplies $5,650 by 
.66, which equals $3,729. 


For students whose eligibility is less than a full Scheduled Award, you 
award the student a Pell or Iraq & Afghanistan Service Grant as you would 
for a transfer student who received Pell at another school during the same 
award year. That is, you determine the student’s remaining Pell eligibility, as 
a % of LEU, and then award each payment until that eligibility is used (see 
the earlier section in this chapter entitled “transfer students”). 
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PELL RECALCULATIONS 

In certain cases, you may have to recalculate the student’s Pell Grant after the 
initial calculation or disbursement, to account for changes to the student’s 
costs, EFC, or enrollment status. 


Change in the EFC (recalculation required) 

If the student’s EFC changes due to corrections, updating, or an adjust- 
ment, and the EFC change would change the amount of the Pell award, you 
must recalculate the Pell award for the entire award year. If, as a result of the 
recalculation, the student has received more than his or her award amount, 
then the student has received an overpayment. In some cases, you may 
be able to adjust an award by reducing or canceling later payments to the 
student in the same award year. 


A student selected for verification can be paid based on the corrected 
output document that you receive during the “verification extension” (120 
days after the student’s last day of enrollment, not to extend beyond the 
deadline date established by a Federal Register notice). For example, if you 
receive a reprocessed ISIR reflecting the results of the student’s verification 
during the extension period and the ISIR has a lower EFC than the previous 
ISIR (increasing the student's eligibility), you calculate the student’s Pell 
Grant based on the valid ISIR. 


Student doesn’t begin attendance in all classes within a term 
(recalculation required) 

If the student doesn’t begin attendance in all of his or her classes, 
resulting in a change in the student’s enrollment status, you must recalcu- 
late the student’s award based on the lower enrollment status. A student is 
considered to have begun attendance in all of his or her classes if the student 
attends at least one day of class for each course in which that student’s 
enrollment status was determined for Federal Pell Grant eligibility. Your 
school must have a procedure in place to know whether a student has begun 
attendance in all classes for purposes of the Federal Pell Grant Program. The 
Department does not dictate the method a school uses to document that a 
student has begun attendance. However, a student is considered not to have 
begun attendance in any class in which the school is unable to document that 
attendance. 


Change in enrollment status for clock-hour programs and programs 
without terms (recalculation not required) 

Pell Grant payments to students in clock-hour programs and programs 
without terms are always based on the full-time payment schedule; therefore, 
no recalculation of Pell eligibility is required for changes in the hours taken 
by students in clock-hour programs and non-term programs. 


Change in enrollment status between terms 
(recalculation required) 

In a term program that uses credit-hours, you must calculate a student’s 
payment for each term based on the enrollment status for that term. Ifa 
student attended full-time for the first term and then enrolled half-time in 
the second term, you must use the half-time enrollment status to calculate 
the student’s payment for the second term. 
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Pell Recalculations 
34 CFR 690.80 


—S See 
Initial Calculation 

An initial calculation is the first calculation that is made on or after 
the date the school has received an ED-produced EFC* such as 

the student's initial SAR or ISIR with an official EFC and uses the 
enrollment status at the time of the initial calculation. If you've 
estimated the student's eligibility prior to receiving a SAR or ISIR 

for the student, you must confirm prior estimated eligibility or 
determine the student's eligibility at the time the SAR or ISIR is 
received. 


You should document the date that you initially calculate a 
student's Pell Grant. The earliest date is the date of receipt of an 
ED-produced EFC*, such as on a SAR or ISIR (assuming the school 
has a documented or projected enrollment status for the student). 
If you fail to document the date of the initial calculation, you must 
use the later of (a) the date that the SAR or ISIR is first received and 
the student's enrollment status as of that date or (b) the date the 
student enrolls. 


Your school is considered to have received the ISIR on the date it 
was processed. This date is labeled “Processed Date” on the ISIR. 
In the case of a SAR, your school is considered to have received 

it on the date processed unless you document a later date. The 
processing date on a SAR is the date above the EFC and, ona SAR 
Acknowledgment, the “Transaction Processed Date.” 


*Note: An ED-produced EFC may be an EFC from a SAR/ISIR, FAA 
Access, or FAFSA on the Web. 


—————— EEE eee 
Enrollment change: required 
recalculation example 

Ryne registers for a full-time course load (15 credit-hours), and 
Danbury College makes a first-term disbursement on that basis 

10 days before the term starts. When the term starts, Ryne only 
begins attendance in three classes (9 credit-hours). Danbury must 
recalculate Ryne’s Pell award based on the lower enrollment status. 
Any difference between the amount Ryne received and his new 
recalculated award is an overpayment. See Volume 5 for a discussion 
of overpayments. 


_»hmh»»»™RnDDDAAWAWaSjSSjSE_=__ 
NSLDS reporting requirement 

You must report changes to a student's enrollment status to NSLDS in 
a timely manner. Any change requiring a recalculation of award may 

also require an update to the student's enrollment status. 
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Changes to the EFC 

There are three ways that a student's EFC can change: 

1. Corrections. The student may have to correct a mistake that was 
reported on the original FAFSA or SAR/ISIR. This frequently occurs 

as a result of verification, but it may also be a result of the student's 
own review of the SAR/ISIR. 

2. Updating. In some cases, a student is required to update changes 
to dependency status, household size, and the number in college (see 
Volume |, Student Eligibility for details). 

3. Professional Judgment. You may, on a case-by-case basis, adjust 
one or more of the data elements used to calculate the EFC. In some 
cases, you might make an adjustment during the award year to 
reflect a student's changed circumstances. For example, if a wage- 
earning parent dies after the student's first semester, you could 
adjust the adjusted gross income in the EFC formula to reflect the loss 
of income. You may also determine that a dependent student should 
be considered independent. 


If the student has already been paid based on the original EFC, the 
award will have to be recalculated. 


————_—— SSS EE SSS 
Tuition and fee charges and 
recalculation 

If the school recalculates a student's Pell Grant due to a change in 
enrollment status, continuing to charge tuition and fees for credit- 
hours no longer included in the student's enrollment status for Pell 
Grant purposes does not affect the requirement to recalculate the 
student's Pell Grant. 

For example, Jayson enrolls as a full-time student at Wilson 
University with 12 credits, but never starts attendance in a 3-credit 
class that starts after the college's “add/drop” date. Jayson’s award 
must be recalculated as three-quarter-time even though the college 
charges tuition for any classes dropped after the “add/drop” date 
and continues to charge Jayson for 12 credits. 


SAR/ISIR with different EFC 

If you receive a SAR or ISIR with an EFC different from the one you 
used for the payment calculation, you must first decide which 
document is valid. If the new information is the correct information, 
the new SAR or ISIR is the valid record. In most cases, you must 
recalculate the student's Pell award for the entire award year based 
on the new EFC. For more information on SARs, ISIRs, and EFC, see 


the Application and Verification Guide. 


3-68 


Change in enrollment status within a term 
(optional recalculations) 

The regulations don’t require any recalculation for changes in enroll- 
ment status after the student has begun attendance in all of his or her 
classes. However, your school can have a policy of recalculating an award 
if a student’s enrollment status changes within a term. If such a policy is 
established, it must be applied consistently to all students in a program. For 
example, if the school chooses to recalculate for a student whose enrollment 
status increases from half-time to full-time, it must also recalculate for a 
student whose enrollment status decreases. If the school establishes a policy 
allowing optional recalculations for an educational program, this policy must 
be in writing. 


Your school’s policy may set a date after which Pell Grants will not be 
recalculated for enrollment status changes. For example, a school can estab- 
lish a policy that it will recalculate Pell awards only for enrollment changes 
that occur up to the “add/drop” date of a term. This policy is true regard- 
less of whether there is compressed coursework. The initial calculation of 
a student’s Pell Grant may occur subsequent to the “add/drop” date of the 
term, including terms with compressed coursework. 


If that is the case, you must use the student’s effective enrollment status 
on the date of the initial calculation, and there would be no recalculations of 
the student’s Pell Grant for the term due to a subsequent change in enroll- 
ment status, assuming the student began attendance in each class. If the 
student’s payment for the term is being disbursed in a subsequent payment 
period, you may pay the student only for the coursework completed in the 
term. 


In the case of programs offered with compressed coursework or modules 
within the terms, the school may adopt a policy of setting the date based 
on the add/drop date of the last class in which the student enrolls, or is 
expected to enroll, for the term. In this circumstance, the school must take 
into account all adjustments to the enrollment status, both increases and 
decreases, up to the add/drop date of the student’s last class. 


If a school doesn’t establish a policy for recalculation within a term, a 
student who begins attendance in all classes would be paid based on the 
initial calculation, even if his or her enrollment status changes before the 
disbursement is made. If the student withdraws from all of his or her classes 
(or doesn’t begin attending any classes), you must follow the procedures 
discussed in Volume 5. 


Change in cost of attendance (recalculation required for an enroll- 
ment status change; otherwise optional) 

You're not required to recalculate Pell awards for cost changes during 
the award year. For instance, if the student gets accepted into on-campus 
housing after the fall term and your student budget for on-campus housing 
is lower, you're not required to recalculate the student’s Pell award. If you 
choose to recalculate for changes in costs, you have to consistently apply that 
recalculation policy. 
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If you recalculate a Pell award because the student’s enrollment status has 
changed, you must also take into account any changes in the student’s costs 
at that time. For example, if a student enrolls full-time for the first semester 
and then drops to less than 1/2-time during that semester, the student’s costs 
will change, because only certain cost components are allowed for less than 
1/2-time students. If your school’s policy is to recalculate for the enrollment 
change, you must use the cost for a less-than-half-time student for a full year 
to calculate the student’s less-than-half-time award. You must not combine 
the two costs or average them. 


COA changes between payment periods 

A school may have a policy of recalculating awards when the cost of 
attendance changes from one payment period to the next—for example, 
because of changes to the student’s tuition and fee costs, or because a 
student’s living situation changes (such as when a student moves off 
campus). Schools also have the option to establish a policy to recalculate 
financial aid awards when a student’s costs change within an award year, 
as long as the recalculation policy is carried out for all students whose costs 
change. 


COA changes within a payment period 

You may establish a policy of recalculating for cost changes from one 
payment period to the next, and at the same time, have a policy not to recal- 
culate for cost changes within a payment period. You also have the option to 
establish a policy to recalculate financial aid awards when a student’s costs 
change within a payment period. For instance, if a student with no depen- 
dents moves from a dormitory to off-campus housing at midterm, the school 
may wish to recalculate the student’s award for that payment period. 


For Pell purposes, such a policy is acceptable if it’s carried out for all 
students whose costs change within the payment period. 


You may not recalculate the payment for a payment period that took 
place before the cost change. For instance, in the example, if the student lives 
in the dormitory during the first quarter and then moves off campus for the 
second and third quarters, the recalculation would only affect the payments 
for the second and third quarters. 
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Enrollment change within payment 
period 

Juan registers for a full-time course load at Coulton College, and 
Coulton initially calculates a full-time award for him. He begins 
attending all of his classes but subsequently drops to half-time. 
Depending on Coulton’s recalculation policy, Juan may still be paid 
based on full-time enrollment as long as he’s otherwise eligible for 
payment. On the other hand, if Coulton did not receive Juan’s first 
processed valid SAR or ISIR with an official EFC until after he dropped 
to half-time enrollment, the Pell initial calculation would be based on 
his enrollment status at the time the output document was received 
(half-time). 
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APPENDIX A— PELL FORMULA 2: CALCULATIONS FOR 
STANDARD-TERM PROGRAMS WITH LESS THAN 30 WEEKS 
IN FALL THROUGH SPRING 


APPENDIX B—PELL FORMULA 5: CALCULATIONS FOR 
CORRESPONDENCE STUDY PROGRAMS 


APPENDIX C— PELL FORMULA SUMMARIES 
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Using Formula 2 
34 CFR 690.63(a)(2), 690.63(c) 


a 
Formula 2 Alternative Calculation 

Under Formula 2, you can perform the same alternate calculation as 
performed under Formula 1 if the weeks of instructional time in the 
defined academic year are the same as the total number of weeks of 
instructional time in all the terms in the award year. See the example 
for alternate calculation under the discussion of Formula 1 earlier in 
this chapter. 


APPENDIX A 


PELL FORMULA 2: CALCULATIONS FOR STANDARD-TERM 
PROGRAMS WITH LESS THAN 30 WEEKS IN FALL THROUGH 
SPRING 


The regulations provide an option for standard-term programs whose 
fall through spring terms provide less than 30 weeks of instructional time. 
Formula 2 may be advantageous for your summer term calculations. You 
may use Formula 2 if the program: 


=> has an academic calendar that consists of two semesters or trimesters (in the fall through 
the following spring) or three quarters (in the fall, winter, and spring); 

> does not have overlapping terms; and 

> measures progress in credit-hours and defines full-time enrollment for each term in the 
award year as at least 12 credit-hours. 


Formula 2: calculation for standard terms 


with fall through spring terms less than 30 weeks 


The regulations offer an alternative formula for standard-term programs with fall through spring standard terms that provide less 
than 30 weeks of instructional time. The significant effect of this formula is to allow you to pay the same Pell amount for the summer 
term as you would for one of your traditional fall through spring terms. To use this formula, the program must have two semesters 
or trimesters (in the fall through the following spring) or three quarters (in the fall, winter, and spring), with no overlapping terms, 
and define full-time enrollment for each term in the award year as at least 12 credit-hours. 


Let's take the example of Juan, who is attending Coulton College, which has fall and spring semesters of 14 and 15 weeks, and a 
summer term of 10 weeks. Coulton defines the academic year of Juan’s program as 24 semester hours and 30 weeks.* His Scheduled 
Award is $3,390, and he is attending as a full-time student. Because the fall and spring terms provide less than the minimum 30 
weeks of instructional time for an academic year, Juan’s full-time award is prorated as follows: 


29 weeks* in term** 


30 weeks* in academic year 


SELB! SS) Bee) 


This prorated amount is then divided by the number of terms: $3,335 = “| 667.50 
2 


Juan will receive $3,335 for his attendance in both semesters. Note that this is less than his Scheduled Award; he may be able to 
receive the remaining amount if he enrolls in a summer term. 


The difference between Formula 2 and Formula 3 lies in whether you must make a separate calculation for each term. Under 
Formula 2, you do not have to perform a separate calculation based on the length of each term. Juan’s Pell eligibility as a full-time 
student would be $1,667.50 under Formula 2. If Coulton used Formula 3, the annual award would be prorated based on the length 
of each term: 14 weeks (14/30), 15 weeks (15/30), and 10 weeks (10/30), and Juan’s payments for the payment periods would be 
$1,556.33, $1,667.50, and $1,111.66, respectively. 


Juan has remaining Pell eligibility for the summer term under both formulas. His summer payment would only be different for each 
formula if Coulton chose to pay the summer term out of the subsequent award year. (Note that Juan’s Scheduled Award and his 
summer payment would then be based on the EFC for the following award year.) 


*These fractions use weeks of instructional time as defined in Chapter 7, which are not necessarily the same number as the calendar weeks in an academic year. 


**Fall through spring. 
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Correspondence program highlights 
> Pell cost of attendance limited to tuition and fees (and in 
some cases, books and supplies) 
> The enrollment status for correspondence students can never 
be more than 1/2-time 
> The enrollment status for a student who is taking both 
correspondence and regular coursework may be greater than 
1/2-time 
> Timing of payments within payment periods is different for 
correspondence students 
> Formula 5A or 5B used to calculate awards for correspon- 
dence students 


SS 
Enrollment status cites for 
correspondence 

Term classes — 34 CFR 690.66(c)(2) 

Combined with regular study — 34 CFR 690.8 


NT i 

Academic coursework 

The term academic coursework does not necessarily refer to credits. 

Ifa student does not earn any credits until the end of the program, 

it may refer to the lessons or other measures of learning within a 

course or a program. For instance, if a course or program is made up 

of 40 equal lessons, the student reaches the halfway point as follows: 

. If the student successfully completes the first 20 lessons 
before the calendar midpoint of the academic year, the 
second payment period does not begin until the calendar 
midpoint. 

. If the student completes the first half of the academic year 
before successfully completing the first 20 lessons, the 
second payment period does not begin until the student 


successfully completes the first 20 lessons. 


—EEEE————————— SSS 
Annual award 

The annual award for a student in a non-term correspondence 
program is always taken from the half-time Disbursement Schedule 
because a correspondence student can’t receive more than half of a 
Scheduled Award. For a student in a term correspondence program, 
the annual award is determined from the half-time Disbursement 
Schedule or the less-than-half-time Disbursement Schedule, as 
appropriate. 

34 CFR 690.66(a)(1) and (2) 


APPENDIX B 


PELL FORMULA 5: CALCULATIONS FOR 
CORRESPONDENCE STUDY PROGRAMS 


Students enrolled in correspondence courses are eligible for aid under 
FSA programs only if the courses are part of a program leading to an associ- 
ate’s, a bachelor’s, or a graduate degree. Also, to be eligible, a correspondence 
program must meet the criteria for an eligible program (see Volume 2 of the 
FSA Handbook: Institutional Eligibility and Participation). 


Pell Cost of Attendance (Correspondence) 

The cost of attendance for correspondence programs is limited to tuition 
and fees, and in certain cases, books and supplies. Traditionally, books and 
supplies have been included as part of the correspondence program’s tuition. 
If books and supplies are not included in the program’s tuition, they may be 
counted as costs, for either a residential or nonresidential period of enroll- 
ment. As always, the cost of attendance must be based on the costs for a full- 
time student for a full academic year for the relevant component (for corre- 
spondence COA, there would be no room and board, etc.). If the student’s 
program or period of enrollment, as measured in credit-hours, is longer or 
shorter than an academic year as measured in credit-hours, the tuition and 
fees for the program or enrollment period must be prorated. Because the 
correspondence study cost of attendance for the nonresidential component 
only includes costs associated with credit-hours, your school always uses 
the credit-hour-related fraction to prorate the cost of attendance as follows 
(because there are no costs associated with weeks of instructional time in the 
correspondence cost of attendance, your school has to prorate the cost only if 
the number of hours in the program is shorter or longer than in an academic 


year): 


Credit-hours in program’s definition of an academic year 
Credit-hours to which the costs apply 


The resulting amount is the full-time, full-academic-year cost used for 
calculating Pell Grant eligibility. When there is a residential portion in a 
correspondence student’s program, Formula 3 or 4 (whichever applies) is 
used to calculate the student’s payment for a payment period for a residential 
portion. Refer to Formula 3 or 4 guidelines, including cost of attendance 
determinations, for this circumstance. 
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Pell Enrollment Status (Correspondence) ———————— 
Students enrolled in programs of correspondence study are consid- Correspondence payment periods 

ered to be no more than half-time students, even if they're enrolled in Non-term — 34 CFR 690.66(b) 

enough coursework to be full-time. However, if the correspondence study is Term —34(FR690.66(0)(3),(01(4) 

combined with regular coursework, the student’s enrollment status might be 

more than half-time. 


A student enrolled only in a non-term correspondence program always 
has his or her award calculated based on the half-time Disbursement 
Schedule. For a student enrolled in a term-based correspondence program, 
your school must determine whether the student is enrolled half-time (6 or 
more credit-hours in a term) or less-than-half-time (less than 6 credit-hours 
in a term). Special rules are used to determine the student’s enrollment status 
when the student is enrolled in a combination of regular and correspondence 
coursework. 


Pell Correspondence Payment periods & timing of payments 
For a non-term correspondence program, there must be two equal 
payment periods in each academic year. Each payment period is the lesser of 
half the academic year or half the program (measured in credit-hours). In 
addition, you can’t disburse a Pell payment for the first payment period Unti] 


the student has completed 25 percent of the work in the academic year or Correspondence multiple formulas 
the program, whichever is shorter. You can’t make the second payment until  ¢xception 

the student has completed 75 percent of the work in the academic year or Ifa correspondence student has one or more payment periods in 
program. an award year that contain only correspondence study and one 


or more payment periods in the same award year that contain a 


For a term-based correspondence program, as for other term-based residential portion, your school would use two different formulas 


programs, the payment period is the term. However, you can’t disburse the 
Pell for a payment period until the student has completed 50 percent of the 
lessons or completes 50 percent of the work for the term, whichever is later. 


for determining a student's payment for each payment period. This 
instance is the only one in which a school would use two different 
Pell formulas within the same award year for students in the same 


program. 


If the correspondence program has a required period of residential 
training, you must treat the residential training as an additional payment 
period and determine the payment for that payment period using either 
Formula 3 or Formula 4. Note that the correspondence portion of the 
program is still treated as a separate portion of the program that’s divided 
into two equal payment periods. 


Pell Calculations in Correspondence 
Programs 

Formula 5 is used for students enrolled only in correspondence courses 
(not including residential components of correspondence programs). There 
are two versions of Formula 5: Formula 5A (which is similar to Formula 4) is 
used for non-term programs, and Formula 5B (which is similar to Formula 
3) is used for term-based programs. For a residential component of a corre- 
spondence program, your school must use either Formula 3 or Formula 4. If 
the residential component is a term, your school uses Formula 3; otherwise, it 
uses Formula 4. 


For non-term correspondence programs, this step of the calculation is 
similar to the step under Formula 4. For term correspondence programs, this 
step is the same as under Formula 3. 
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For the Pell calculation, you are required to determine the number of 
weeks of instructional time in the program by preparing a written schedule 
for the lessons that the student will submit. A non-term correspondence 
program must require at least 12 hours of preparation per week. A term- 
based correspondence program must require at least 30 hours of preparation 
per semester hour or at least 20 hours of preparation per quarter-hour during 
the term. 


Non-term correspondence program—Formula 5A 
You first multiply the annual award (taken from the half-time disburse- 
ment schedule) by the lesser of: 


Number of credit-hours in the payment period 
Credit-hours in program’s academic year definition 


or 


Weeks* in the payment period 
Weeks* in program's academic year definition 


Term correspondence program—Formula 5B 

You multiply the annual award (taken from the half-time or less-than- 
half-time Disbursement Schedule) by the weeks of instructional time in the 
term divided by the weeks in the academic year: 


Weeks* in term 
Weeks in program’s academic year definition 


A single disbursement for a payment period can never be more than 50 
percent of the annual award. If the resulting amount is more than 50 percent 
of the annual award, your school must make the payment in at least two 
disbursements in that payment period. You may not disburse an amount 
that exceeds 50 percent of the annual award until the student has completed 
the period of time in the payment period that equals 50 percent of the weeks 
of instructional time in the program’s academic year definition. 


*Note: The fractions on this page use weeks of instructional time as defined in Chapter 7 of this volume, which are not necessarily the same 
number as the calendar weeks in an academic year. 
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APPENDIX C PELL FORMULA SUMMARIES 


Formula 1 Summary 


Standard-term, credit-hour programs, with 30 weeks of instructional time (or 
waiver applies). For a program with a traditional academic calendar, the pro- 


gram: 


* must have an academic calendar that consists, in the fall through 
spring, of two semesters or trimesters, or three quarters (note that 
summer may not be a standard term); 

* must have at least 30 weeks of instructional time in fall through 
spring terms; 

* must not have overlapping terms; and 

* must define full-time enrollment for each term in the award year as at 
least 12 credit-hours and must measure progress in credit-hours. 


Other programs offered in standard terms may use Formula 1 if they start 
the terms for different cohorts of students on a periodic basis (for example, 


monthly). These programs: 


* must have an academic calendar that consists exclusively of semes- 
ters, trimesters, or quarters; 

* must have at least 30 weeks of instructional time in any two semes- 
ters or trimesters or any three quarters; 

* must start the terms for different cohorts of students on a periodic ba- 
sis (for example, monthly); 

* must not allow students to be enrolled in overlapping terms and the 
students must stay with the cohort in which they start unless they 
withdraw from a term (or skip a term) and re-enroll in a subsequent 
term. 

* must define full-time enrollment for each term in the award year as at 
least 12 credit-hours and must measure progress in credit-hours. 


Step 1: Determine Enrollment Status 
Full-time, three-quarter-time, half-time, or less-than-half-time 


Step 2: Calculate Pell COA 
Full-time, full academic year costs. 


Step 3: Determine Annual Award 


If the student’s enrollment status is full-time, the annual award is taken 
from the full-time payment schedule (Scheduled Award). If the student’s 
enrollment status is 3/4-time, 1/2-time, or less-than-1/2 time, the annual 
award is taken from the appropriate part-time Disbursement Schedule. 
Step 4: Determine Payment Periods 


Payment period is the academic term. 


Step 5: Calculate Payment for a Payment Period 


Annual Award 
2 for programs with semesters or trimesters; 3 for programs with quarters 


OR 
For alternate calculation: 


Annual Award 
Number of terms in the award year 
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Formula 2 Summary 


Standard-term, credit-hour programs, with fewer than 30 weeks 
of instructional time, and waiver does not apply 


* Enrollment for at least 12 credit-hours each term required for full- 
time status 


* Program terms don’t overlap 


* Academic calendar includes 2 semesters/trimesters (fall and 
spring) or 3 quarters (fall, winter, and spring) 


+ Fall through spring terms are less than 30 weeks of instructional 
time 


Step 1: Determine Enrollment Status 
Full-time, three-quarter-time, half-time, or less-than-half-time 


Step 2: Calculate Pell COA 
Full-time, full academic year costs. 


Cost for fall through spring terms prorated. If fall through spring terms 
provide the same number of credit-hours as are in the academic year 
definition, prorated COA is the same as non-prorated COA. 


Step 3: Determine Annual Award 


If the student’s enrollment status is full-time, the annual award is taken 
from the full-time payment schedule (Scheduled Award). If the student’s 
enrollment status is 3/4-time, 1/2-time, or less-than-1/2 time, the annual 
award is taken from the appropriate part-time Disbursement Schedule. 


Step 4: Determine Payment Periods 


Payment period is the academic term. 


Step 5: Calculate Payment for a Payment Period 


Weeks of instructional time in 2 (if semesters 
Annual fall through spring terms _. or trimesters) 
award Weeks of instructional time in 


program’s academic year definition 3 (if quarters) 
OR 


For alternate calculation: 


Annual Award 
Number of terms in the award year 
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Formula 3 Summary 


Any term-based, credit-hour programs; may include those 
qualifying for Formulas 1 and 2. 


Step 1: Determine Enrollment Status 
Full-time, three-quarter time, half-time, or less-than-half-time. 


Step 2: Calculate Pell COA 


Full-time, full academic year costs. 


Cost for program or period not equal to academic year prorated. Two 
ractions are compared: 


Hours in program’s definition of academic year 
Hours to which the costs apply 


Weeks of instructional time in program’s definition of academic year 
Weeks of |.T. in the enrollment period to which the costs apply 


The entire cost is multiplied by the lesser of the two fractions to 
determine Pell COA. 


Step 3: Determine Annual Award 


If the student’s enrollment status is full-time, the annual award is taken 
from the full-time payment schedule (Scheduled Award). If the stu- 
dent’s enrollment status is 3/4-time, 1/2-time, or less-than-1/2-time, the 
annual award is taken from the appropriate part-time Disbursement 
Schedule. 


Step 4: Determine Payment Periods 
Payment period is the academic term. 


Step 5: Calculate Payment for a Payment Period 


Weeks of instructional time in the term 
Weeks of instructional time in the program’s 
academic year definition 


A single disbursement can’t exceed 50% of the annual award. 
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Formula 4 Summary 


Clock-hour programs and credit-hour programs without terms, 
residential portion of non-term correspondence programs. 


Step 1: Determine Enrollment Status 
At least half-time or less-than-half-time. 


Step 2: Calculate Pell COA 

Full-time, full academic year costs. 

Cost for program or period not equal to academic year prorated. Two 
fractions compared: 


Hours in program’s definition of academic year 
Hours to which the costs apply 


Weeks of instructional time in program’s definition of academic year 
Weeks of instructional time in the enrollment period to which the 
costs apply 


The entire cost is multiplied by the lesser of the two fractions to 
determine Pell COA. 


Step 3: Determine Annual Award 


Always taken from full-time payment schedule (equal to Scheduled 
Award). Does not mean students are always considered full-time. 


Step 4: Determine Payment Periods 


Length of payment period measured in credit or clock-hours. 
Minimum of 2 equal payment periods required for programs shorter 
than an academic year, or 2 equal payment periods in each full 
academic year (or final portion longer than half an academic year) for 
programs longer than or equal to an academic year. 

Step 5: Calculate Payment for a Payment Period 


Annual award multiplied by the lesser of: 


The number of credit or clock-hours in the payment period 
The number of credit or clock-hours in the program’s academic year 


OR 


The number of weeks of instructional time in the payment period 
The number of weeks of instructional time in the program’s academic year 


Note: A single disbursement can't exceed 50% of the annual award. 
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Formula 5A Summary 


Correspondence programs non-term correspondence component. For 
residential portion, use Formula 4 to calculate payment periods and 
amounts. The schedule for the submission of lessons must reflect a 
workload of at least 12 hours of preparation per week of instructional 
time. 


Step 1: Determine Enrollment Status 
Enrollment status is never more than half-time. 


Step 2: Calculate Pell COA 
Full-time, full academic year costs (for applicable components). 


Cost for program or enrollment period not equal to academic year 
prorated according to the following formula: 
For tuition and fees: 


Goce. Credit-hours in program’s definition of academic year 
Credit-hours to which costs apply 


Step 3: Determine Annual Award 
Annual award taken from half-time Disbursement Schedule 


Step 4: Determine Payment Periods 
Length of payment period measured in credit-hours. 


The first payment period is the period of time in which the student 
completes the lesser of the first half of the academic year or the first 
half of the program. (First payment can be made only after the student 
has completed 25% of the lessons or otherwise completed 25% of the 
work scheduled, whichever comes last.) 


The second payment period is the period of time in which the student 
completes the lesser of the second half of the academic year or the 
second half of the poten Second payment may be made only after 


the student has submitted 75% of the lessons or otherwise completed 
75% of the work scheduled, whichever comes last.) 


Step 5: Calculate Payment for a Payment Period 


Annual award is multiplied by the lesser of: 


Number of credit-hours in the payment period 
Number of credit-hours in the program’s academic year 


OR 


Weeks of instructional time in the payment period 
Weeks of instructional time in the program’s academic year 


Note: A single disbursement can't exceed 50% of the annual award. 
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Formula 5B Summary 


Programs of study by correspondence, term correspondence sy 
component. During each term, the written schedule for the submission 
of lessons must reflect a workload of at least 30 hours of preparation 
per semester hour or at least 20 hours of preparation per quarter-hour. 


Step 1: Determine Enrollment Status 
Enrollment status is never more than half-time. 


Step 2: Calculate Pell COA 
Full-time, full academic year costs (for applicable components). 


Cost for program or enrollment period not equal to academic year 
prorated according to the following formula: 


For tuition and fees: 


Costs x Credit-hours in program’s definition of academic year 


Credit-hours to which costs apply 


Step 3: Determine Annual Award 


Annual award taken from half-time or less-than-half-time Disbursement 
Schedule. 


Step 4: Determine Payment Periods 


Length of payment period is the academic term. 


Step 5: Calculate Payment for a Payment Period 


Annual award multiplied by: 


Weeks of instructional time in the term 
Weeks of instructional time in program’s academic year definition 


When there is a residential portion in a term-based correspondence pro- 


gram, Formula 3 is used to calculate the student’s payment for a payment 
period for the residential portion. 


A single disbursement cannot exceed 50% of the annual award. 
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Calculating TEACH 
Grants 


CHAPTER 4 


In this chapter, we will illustrate the amounts a student may receive under the TEACH Grant 
program and show how to determine the correct grant award for each payment period. For 
more detail on TEACH Grant criteria and eligibility, see Volume 1, Student Eligibility. For 
more on payment periods, see Chapter 1 of this volume, and for cost of attendance, see Chapter 


2 of this volume. 


TEACH GRANT BASICS 


The TEACH Grant program is a non-need-based grant program that 
provides up to $4,000 per year to students who are enrolled in an eligible 
program and who agree to teach in a high-need field, at a low-income 
elementary or secondary school” as a highly qualified teacher, for at least four 
years within eight years of completing the program for which the TEACH 
Grant is awarded. The student must sign a service agreement to this effect 
and complete all required counseling prior to receiving a TEACH Grant. 


If the student subsequently fails to meet the requirements of the service 
agreement, the TEACH Grant will be treated as a Direct Unsubsidized loan, 
and the student must repay the TEACH funds, with interest accrued from 
the date of disbursement, through the Department’s Teach Grant Servicer. 
For more details on the TEACH Grant service agreement, eligibility, and 
conversion from a grant to a loan, see Volume 1. 


With respect to enrollment status, the program must require an 
undergraduate student to enroll for at least 12 credit-hours in each term in 
the award year to qualify as full-time. For a graduate student, each term 
in the award year must meet the minimum full-time enrollment status 
established by your school for a semester, trimester, or quarter. 


*For more information on “low-income” school eligibility and the Teacher Cancellation Low 
Income program, see the E-Announcement of September 3, 2014, and https://www.tcli. 
ed.gov/ 
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CHAPTER 4 HIGHLIGHTS 


> Award amounts 

> Calculating a TEACH Grant for a payment 
period 

> Calculating TEACH for a payment period 
that occurs in two award years 

> TEACH for transfer students 

> Correspondence study and TEACH 

> Frequency of payment 

= Recalculation of TEACH Grants 


TEACH Grant regulations 
34 CFR 686 


Packaging TEACH Grants 

The amount of a student's TEACH Grant, in 
combination with any Pell Grant or other esti- 
mated financial assistance, may not exceed 
the student's cost of attendance. However, 
TEACH Grants may replace the EFC for pack- 
aging purposes. See Chapter 7 of this volume 
for packaging rules. 


The Sequester and TEACH 
Grants 

DCL GEN-15-07 

On August 2, 2011, Congress passed the 
Budget Control Act (BCA) of 2011, which put 
into place a federal budget cut known as 
the sequester. All disbursements of TEACH 
awards made during the Federal Fiscal Year 
2016 (on or after October 1, 2015, and before 
October 1, 2016) must be reduced by 6.8% 
from the award amount the student would 
otherwise be eligible to receive. 
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TEACH regulations 

> Calculating TEACH for a payment period 
34 CFR 686.22 

> Timing of payments 

& Lump sum payments 

34 CFR 686.33 

TEACH Grant Academic Year 
34 CFR 686.22(h) 

> Crossover payment periods 
34 CFR 686.23 

> Transfer students 
34 CFR 686.24 


TEACH Grant servicing 
MyFedLoan.org/TEACH 


TEACH Grant Resources (i) 
TEACH Grant home page: https://teach-ats. 
ed.gov/ats/index.action 

FAQs: https://teach-ats.ed.gov/ats/faq.action 
Low-income School Directory: https:// 
www.tcliied.gov/CBSWebApp/tcli/ 
TCLIPubSchoolSearch,jsp 

Highly Qualified Teacher fact sheet: 
www.ed.gov/nclb/methods/teachers/ 
hatflexibility.html 

Teacher nationwide shortage areas: 
www.ed.gov/abouv/offices/list/ope/pol/tsa.pdf 
TEACH Grant certification form: 
http//www.myfedioan.org/pdt/teach-grants/ 
certification.pdf 


Payment for a payment period 
from two Scheduled Awards 

34 CFR 686.22(i) 

When a student’s payment period spans two 
different Scheduled Awards, the student's 
payment for the payment period is calcu- 
lated based on the total credit or clock-hours 
and weeks of instructional time in the pay- 
ment period, and is the remaining amount of 
the Scheduled Award being completed plus 
an amount from the next Scheduled Award, 
(if available) up to the payment for the pay- 
ment period. 
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TEACH Grant Scheduled, Annual, and Aggregate Awards 

The TEACH Grant award amounts are similar to Pell awards in that 
there is a Scheduled Award, which is the maximum that a full-time student 
would earn for a year, and an Annual Award, which is the amount a student 
would receive by enrolling for a year in an enrollment status (e.g., full-time, 
three-quarter-time, half-time, or less-than-half-time). The Scheduled Award 
for TEACH is $4,000, and the annual awards are: 


FUII-tiIMG veccsesesescssessessessessesssssseseenes $4,000 
B/AAIMC vccesscsssssstssscssessssssssessssssesssees $3,000 
T/2-T1IMC ciecssessessessesstssssssesssssessseseesses $2,000 
less-than-1/2-tiIMe v.caccsccsscssescsseseees $1,000 


A student may receive up to $16,000 in TEACH grants for 
undergraduate and post-baccalaureate study, and up to $8,000 for a TEACH- 
eligible master’s degree program. 


CALCULATING TEACH GRANT PAYMENTS 
FOR PAYMENT PERIODS 


As for other FSA programs, for purposes of calculating a TEACH Grant 
for a payment period, the definition of an academic year must include, 
for undergraduate programs of study (including those post-baccalaureate 
programs that are TEACH Grant eligible), both the required credit or clock- 
hours and weeks of instructional time (see Chapter 1). 


The formula you will use to calculate the amount of a student’s TEACH 
Grant that will be awarded for a payment period depends on the academic 
calendar used by the student’s program. These formulas are the same as for 
Pell Grants, with the exception of master’s degree programs. For details on 
these payment formulas, see Chapter 3 of this volume. For master’s degree 
programs, a TEACH Grant eligible program’s academic year must be defined 
as at least the required number of weeks of instructional time and the 
minimum number of credit or clock-hours that a full-time student would be 
expected to complete in the weeks of instructional time. 


Note that no payment for a payment period may be less than $25. 


Crossover payment periods 

In the same way as for Pell, if a student enrolls in a payment period that 
is scheduled to occur in two award years, the entire payment period must be 
considered to occur within one of those award years, and the school must 
pay the student for that payment period with funds from that award year. 
There is no requirement for a TEACH Grant crossover payment period to be 
placed in the same award year as Pell. 
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Chapter 4 — Calculating TEACH Grants 


In most cases, it is up to the school to determine the award year in which 
the payment period will be placed. However, if more than six months of a 
payment period is scheduled to occur within one award year, you must place 
that payment period in that award year. 


Payment within payment period & retroactive payment 

Within each payment period, you may pay the student at such times 
and in such installments as you determine will best meet the student’s needs. 
You may pay a student TEACH Grant funds in one lump sum for all prior 
payment periods for which the student was eligible within the award year, as 
long as the student has signed the agreement to serve prior to disbursement 
of the TEACH Grant (for more details on the agreement to serve and 
TEACH Grant eligibility, see Volume 1). 


Transfer students 

A student who receives a TEACH Grant at one institution and 
subsequently enrolls at a second institution may receive a TEACH Grant 
at the second institution if the second institution obtains the student’s valid 
SAR or ISIR with an official EFC. 


The second institution may pay a TEACH Grant only for that period 
in which a student is enrolled in a TEACH Grant-eligible program at that 
institution. The second institution must calculate the student’s award using 
the appropriate formula, unless the remaining balance of the Scheduled 
Award at the second institution is the balance of the student’s last Scheduled 
Award and is less than the amount the student would normally receive for 
that payment period. 


A transfer student must repay any amount received in an award year 
that exceeds the amount which he or she was eligible to receive. 


A student may not receive TEACH Grant payments concurrently from 
more than one school. 
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Required TEACH Grant counseling 
34 CFR 686.32 

Before receiving a TEACH Grant, a student 
must, among other requirements, complete 
initial and subsequent counseling on the 
TEACH website. You must ensure that exit 
counseling is conducted with each TEACH 
Grant recipient when that student ceases 

to attend the school at a time determined 
by the school. The exit counseling must be 
in person, by audio-visual presentation, or 
by interactive electronic means (such as the 
TEACH Grant website: https://teach-ats.ed.gov/ 
ats/index.action. 


In each case, you must ensure that an indi- 
vidual with expertise in the FSA programs 

is reasonably available shortly after the 
counseling to answer the grant recipient's 
questions. (In the case of a grant recipient 
enrolled in a correspondence program or a 
study-abroad program approved for credit at 
the home school, the grant recipient may be 
provided with written counseling materials 
within 30 days after he or she completes the 
program.) 


tis the school’s responsibility to see that 
TEACH recipients receive exit counseling 
when the student is no longer enrolled in 
the program. You will receive reports from 
he Department on all students who have 
completed counseling. If the student doesn't 
complete the exit counseling session on 

the TEACH website, you must ensure that 
exit counseling is provided either in person, 
through interactive electronic means, or by 
mailing written counseling materials (such 
as the PDF version of the exit counseling 
program on the TEACH website) to the grant 
ecipient’s last known address. In the case 

of unannounced withdrawals, you must 
provide this counseling within 30 days of 
earning that a grant recipient has withdrawn 
from school (or from a TEACH Grant-eligible 
program). 
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TEACH Grant Formula 1 
34 CFR 686.22(a)(1),(b) 


TEACH Grant Formula 2 
34 CFR 686.22(a)(2),(C) 


TEACH Grant Formula 3 
34 CFR 686.22(a)(3),(d) 


TEACH Grant Formula 4 
34 CFR 686.22(a)(4),(e) 


TEACH Grant Formula 5 
34 CFR 686.25 


TEACH GRANT FORMULAS 


The requirements for calculating a TEACH Grant payment for a 
payment period are exactly the same as Federal Pell Grant program 
requirements and use the same formulas as the Pell Grant program. TEACH 
Grant Formulas 1, 2, 3, 4, and 5 are identical to the corresponding Pell 
formulas. The school disburses a TEACH Grant, like Pell, over the hours 
and weeks of instruction in an eligible program’s academic year, as defined 
by the school. 


As with Pell Grants, TEACH Grant Scheduled Awards are divided 
into at least two payments based on the payment periods in a year. The 
calculation formula you use depends on the academic calendar of a student’s 
eligible program and would be the same formula used to calculate payments 
of Pell Grants for that academic program. For students ineligible for Pell 
Grants, such as master’s degree students, you must use the calculation 
formula that corresponds to the academic calendar of the eligible student’s 
program. Refer to Chapter 3 of this volume on Pell Grants for a more 
detailed explanation of these formulas. 


A student’s payment for a payment period is calculated based on the 
coursework in the student’s TEACH Grant-eligible program. For a TEACH 
Grant, the school must ensure that the student’s courses are necessary for the 
student to complete the student’s TEACH Grant-eligible program. 
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RECALCULATING TEACH GRANTS TEACH Recalculations 


Recalculating for changes in enrollment status 34 CFR 686.35 
If a student’s enrollment status changes from one term to another 

within the same award year, you must recalculate the TEACH Grant award 

for the new payment period, taking into account any changes in the cost of 

attendance. 


If a student’s projected enrollment status changes during a payment 
period after the student has begun attendance in all of his or her classes for 
that payment period, you may (but are not required to) establish a policy 
under which you recalculate such a student’s TEACH Grant award. Any 
such recalculations must take into account any changes in the cost of 
attendance. In the case of an undergraduate or post-baccalaureate program 
of study, if such a policy is established, it must match your Pell Grant 
recalculation policy, and you must apply the policy to all students in the 
TEACH-eligible program. 


If a student’s enrollment status changes during a payment period before 
the student begins attendance in all of his or her classes for that payment 
period, you must recalculate the student’s enrollment status to reflect only 
those classes for which he or she actually began attendance. 


Recalculating for changes in cost of attendance 

If a student’s cost of attendance changes during the award year and 
his or her enrollment status remains the same, your school may, but is not 
required to, establish a policy under which you recalculate the student’s 
TEACH Grant award. If you establish such a policy, you must apply it to all 
students in the program. 
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Direct Loan Periods and 


Amounts 


CHAPTER 5 


The rules for awarding Direct Loans are different than for Pell Grants and other FSA programs. For 
Direct Subsidized/Unsubsidized Loans, there are annual loan limits that vary by grade level, and there 
are aggregate limits on the total (cumulative) loan amount that may be outstanding at one time. The 
loan period, payment period, and disbursements within that period may not always correspond to the 
payment periods you use for Pell Grants. The requirement to prorate Direct Subsidized/Unsubsidized 
Loan limits under certain circumstances is different than the requirements for calculating Pell Grants. 


To request Direct Subsidized or Direct Unsubsidized Loan funds for a 
student, a school must certify that the borrower is eligible for the loan award, 
and must provide specific amounts and dates for each disbursement of the 
loan award. 


A borrower's eligibility for a Direct Loan is calculated differently than for 
a Pell Grant. There are no fixed tables such as the Pell Grant Payment and 
Disbursement Schedules that determine award amounts. 


Direct Subsidized/Unsubsidized Loans have annual and aggregate limits 
that are the same for all students at a given grade level and dependency 
status. In general, you may not originate a loan for more than the: 


¢ amount the borrower requests; 

 borrower’s cost of attendance (see Chapter 2); 

¢ borrower’s annual or aggregate limit, as described in this 
chapter); or 

¢ borrower's unmet financial need (as determined using the rules 
in Chapter 7 of this volume). 


In Direct Loans, the loan certification is part of the loan origination 
record sent electronically to the Common Origination and Disbursement 
system (COD). 


You must provide this certification each time you make a loan under 
a Master Promissory Note (MPN). The school’s origination includes the 
borrower’s grade level, loan period, anticipated disbursement dates, the 
amounts of the disbursements (using the rules described in this chapter), and 
other information. 
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Chapter 5 Highlights: 


™ Measurements of academic and loan 
periods 

> Loan periods, academic terms, & 
program length 

> Scheduled Academic Year (SAY) may 
be used for credit-hour programs with 
standard terms and certain nonstandard 
term programs 

=> Borrower-Based Academic Year (BBAY) 
may be used as an alternative to an SAY for 
programs also offered in an SAY 

> BBAY must be used for clock-hour, non- 
term, and nonstandard-term programs, and 
for standard-term credit-hour programs 
without an SAY 

= “SEOW” (a program with terms 
substantially equal in length, with each 
term comprised of 9 or more weeks of 
instructional time) 


® Annual Loan Limits 

> Direct Subsidized/Unsubsidized Loan 
limits 

> Undergraduate limits based on grade 
level 

> Undergraduate limits must be prorated 
for a program or remaining portion of a 
program less than an academic year 

> Increased Direct Unsubsidized Loan 
limits for certain health professions students 
> Direct Loan limits for transfer students, 
teacher certification coursework, and 
coursework necessary for enrollment in an 
eligible program 


®@ Aggregate Loan Limits 

> Direct Subsidized/Unsubsidized Loan 
limits 

> Loan information provided through 
“Financial Aid History” on SAR, ISIR, and on 
NSLDS website. 

> Enhanced Aggregate Information 
displays on the NSLDS website. 
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st 
Period of enrollment (loan period) 
34 CFR 685.102(b) 

The period of enrollment for which a Direct 
Loan is intended must coincide with an 
academic period established by the school 

for which institutional charges are generally 
assessed (e.g., semester, trimester, quarter, 
length of the student's program, or academic 
year). The period of enrollment is also referred 
to as the loan period. 


Minimum and maximum 

loan periods 

34 CFR 685.301(a)(10) 

> Maximum: Generally the school's 
academic year. Greater than an academic 
year if the loan is for the length of a program 
that is longer than an academic year, and 
you apply the annual loan limit to that 
longer period. 

> Minimum in standard term programs and 
SE9W programs: one academic term. 
Minimum in all other programs; i.e., 
clock-hour, non-term, and non-SE9W 
nonstandard term: Except for certain transfer 
students, the lesser of the program length 

(or remainder of the program, if less than full 
program remaining) or the academic year. For 
transfer students whose period of enrollment 
overlaps a period of enrollment for which 

the student received a loan at a prior school, 
the remaining portion of the program or 
academic year. 


FSA Assessments 

For a guide to reviewing and evaluating your 
procedures regarding Direct Loans, see the 
Direct Loans module of FSA Assessments: 
http//ifap.ed.gov/qahome/fsaassessment.html. 


LOAN PERIODS, ACADEMIC TERMS, & PROGRAM 
LENGTH 

It’s important to define the loan period (sometimes referred to as 
the period of enrollment) at the beginning of the loan awarding process, 
because the length of the loan period will determine the timing and amount 
of disbursements. This discussion assumes that your school has already 
established its academic measurements. If you have not already done so, 
see Chapter 1 of this volume for a discussion of eligible programs, academic 
years, payment periods, and conversion of clock-hours/credit-hours. 


With the passage of the subsidized loan eligibility time limit (commonly 
referred to as the 150% subsidized loan limit), it is more important than ever 
that you accurately report academic year dates and loan period dates for 
all types of Direct Loans to COD. You must also update a loan’s previously 
reported loan period dates or academic year dates if the borrower’s actual 
attendance is different from the anticipated dates that were the basis for an 
initial reporting to COD. Some examples of when you must update loan data 
in COD include: 


e _ if the borrower requests that a loan, or a disbursement of a loan be 
cancelled; 


e when the borrower does not begin attendance, or does not begin 
attendance on at least a half-time basis, in a payment period that was 
included in the originally reported loan period and you did not make 
any disbursements for that payment period; 


¢ when you determine that the borrower is not eligible to receive a 
Direct Loan for a payment period that was part of the originally 
reported loan period (for example, failure to meet Satisfactory 
Academic Progress standards, the borrower has an overpayment, 
or a change in circumstances makes the borrower ineligible for a 
subsidized loan); 


e when the borrower withdraws during a payment period that was 
included in the originally reported loan period, and as a result, the 
entire amount of the loan that was intended for that payment period 
is returned under the Return of Title IV Aid (R2T4) calculation; 


¢ for clock-hour programs, non-term credit hour programs, and 
certain types of nonstandard term credit-hour program, the 
borrower fails to progress to the next payment period or academic 
year as scheduled. 


For more detail on the requirements of the 150% subsidized loan limit, 
see the Subsidized Loan Eligibility Time Limitation section later in this 
chapter. For details on submitting date and academic year data to COD, see 
Dear Colleague Letter GEN-13-13 and the 150% FAQs on the topic, available 
on IFAP. 
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A credit-hour program uses standard terms (semesters, trimesters, or 
quarters), or has nonstandard terms that are substantially equal in length, 
with each term at least 9 weeks in length (see “Nonstandard SE9W terms” 
sidebar later in this chapter), the minimum loan period is a single academic 
term (e.g., a semester). 


As an example, if a student will be enrolled in the fall semester only and 
will skip the spring semester, you may originate a loan for that term alone. 
(Remember, however, that the loan amount must be based on the reduced 
costs and EFC for that term, rather than for the full academic year.) For all 
other programs, including clock-hour and non-term credit-hour programs, 
the minimum loan period is the lesser of: 


e the academic year as defined by the school (see Chapter 1); 


¢ the length of the student's program (if the program is shorter than 
an academic year); or 


e the remaining portion of the program (if the remaining portion of 
the student's program is less than an academic year). 


For these other programs, there are exceptions to the minimum loan 
period rule describe above, if: 


¢ a student transfers into the school, and the prior school originated 
a loan for an academic year that overlaps the academic year at the 
new school, or 


e astudent completes a program at a school, where the student's last 
loan to complete that program had been for less than an academic 
year, and the student then begins a new program at the same 
school. 


In these circumstances, you may originate an initial loan for a loan 
period that ends on the ending date of the academic year at the first school 
from which the student transferred, or on the ending date of the academic 
year associated with the prior program completed at your school. In either of 
these cases, the loan amount must not exceed the remaining balance of the 
student’s annual loan limit at the loan level associated with the new program. 


For all programs, the maximum loan period for annual loan limits is 
generally the school’s academic year. However, the loan period may exceed 
the school’s academic year if the annual loan limit is applied to a longer 
period of time (e.g., if the academic year is defined as 900 clock-hour, but 
a school applies the annual loan limit to the entire length of an 1100 clock- 
hour program. 


Requirement to offer 

both subsidized and 
unsubsidized loans 

DCL GEN-11-07 

Direct Subsidized and Direct Unsubsidized 
Loans are two components of a single loan 
program. A school may not choose to make 
only Direct Subsidized Loans or only Direct 
Unsubsidized Loans available to its eligible 
students. 


Direct Loans at multiple schools 
Unlike Pell Grants, it is possible for a student 
who is separately enrolled and eligible at 
multiple schools to get a Direct Subsidized/ 
Unsubsidized Loan (and for a graduate/ 
professional student or parent to receive a 
Direct PLUS Loan) at more than one school for 
he same period. The schools that the student 
is attending are responsible for coordinating 
‘o make sure that the total amount of the 
oans the student receives does not exceed 
he applicable annual loan limit. In addition, 
he schools must ensure that there is no 
duplication of non-institutional costs when 
determining the student's cost of attendance. 
(Note that in this case, which is different than 
the consortium arrangements discussed in 
Volume 2, loan funds awarded at one school 
are not to be included as estimated financial 
assistance by any other school the student is 
attending when determining the student's 
loan eligibility for the same period.) 
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Originating a loan 


A financial aid administrator should be aware of the responsibility incurred in originating and disbursing a loan. 
The school, not the Department, determines the borrower’s eligibility for a Direct Loan. Schools that originate and 
disburse loans for ineligible borrowers, or for loan amounts that exceed loan limits or the borrowers’ need, are 
subject to administrative actions such as a fine, limitation, suspension, and termination, as well as liabilities such as 
repayment to the government of interest and costs it has paid on the ineligible loans. A school may not originate a 
loan for a period that includes hours in an academic year in which the student is no longer enrolled (regardless of 
whether a student has ceased attendance or advanced to the next academic year). Similarly, you may not condition 
the disbursement of a loan on anything other than the eligibility criteria. 


Refusing to originate a loan or originating for less than 


maximum eligibility 
HEA Sec. 479(A)(c), 34 CFR 685.301 (a)(8), DCL GEN-11-07 


On a case-by-case basis, you may refuse to originate the loan for an individual borrower, or you may originate a 

loan for an amount less than the borrower’s maximum eligibility. If you choose to exercise this discretion, you must 
ensure that your decisions are made on a case-by-case basis, and do not constitute a pattern or practice that denies 
access to borrowers because of race, sex, color, income, religion, national origin, age, or handicapped status. When 
you make a decision not to originate a loan or to reduce the amount of the loan, you must document the reasons 
and provide the explanation to the student in writing. Also note that your school may not have a policy of limiting 
Direct Loan borrowing on an across-the-board or categorical basis. For example, you may not have a policy of limiting 
borrowing to the amount needed to cover the school charges, or not allowing otherwise eligible students to receive 
the “additional” Direct Unsubsidized Loan amounts that are available under the annual loan limits. 


Checklist for loan origination 

For all Direct loans, you must document the student's cost of attendance, expected family contribution 
(EFC), and estimated financial assistance in the student's file. This information must be made available 
to the Department upon request. 


The school must confirm that the borrower For a Direct Subsidized/Unsubsidized 
meets the definition of eligible borrower by Loan, the school must also: 
doing the following: 
we P « Determine the student's Pell Grant 
#7 BOL aaa SAE deie a Direct ee Loan, eligibility and, if eligible, include the 
ensure the student has completed a ahelcnineneeaid eae: 
FAFSA (review student's SAR/ISIR); De irae ae Cel eateed nae ae! 
: ; « Fora Direct Unsubsidized Loan, first 
« Determine that the student is enrolled at determine the student's eligibility for a 
least half-time and making satisfactory Direct Subsidized Loan: 


academic progress (see Volume 1); 


; : ' « Ensure that the amount of the loan 
* Review the NSLDS information on the will not exceed the student’s annual or 


ISIR to ensure that the student is not in aggregate loan limit; and 
default, does not owe an overpayment on 
a Title IV grant or loan (see Volume 1), and 
will not exceed the annual or aggregate 
loan limits (as described in this chapter); 


+  Prorate the annual loan limit for an 
undergraduate enrolled in a program 
or remaining period of study that is 
shorter than an academic year (as 


- Ensure that the amount of the loan, in described in this chapter). 


combination with other aid, will not 
exceed the student’s financial need (see 
Chapter 7 of this volume); and 


+ Ensure that the loan disbursement 
dates meet cash management and 
disbursement requirements. 
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ANNUAL LOAN LIMITS 

Direct Subsidized and Unsubsidized Loans have annual loan limits, 
based on the student’s dependency status and grade level. There are higher 
Direct Unsubsidized annual loan limits for borrowers enrolled in certain 
health professions programs, and special loan limits for certain students 
who are not enrolled in a degree or certificate program. In some cases, for 
undergraduate students, the annual loan limits must be prorated (reduced). 
The annual loan limits are the maximum amounts that a student may receive 
for an academic year. The actual loan amount that a borrower is eligible to 
receive may be less than the annual loan limit. 


Depending on the academic calendar of the program, a student who has 
reached the annual loan limit cannot receive another Direct Subsidized or 
Unsubsidized Loan until he or she either begins another academic year, or, in 
some cases, progresses within an academic year to a grade level with a higher 
annual loan limit. 


Direct Loan limits 

Ensuring Continued Access to Student Loans 
Act of 2008 (ECASLA) (Dear Colleague Letter 
GEN-08-08) 

EA Sec. 425(a)(1)(A) 

EA Sec. 428(b)(1)(A) 

EA Sec. 428H(d) 

34 CFR 685.203 


Minimum Direct Loan 

amount 

When originating Direct Loans in the COD 
system, there is no minimum loan amount. 


Annual Loan Limits: Basic Principles 
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Annual loan limits 


> Direct Subsidized and Unsubsidized Loans have annual 
loan limits. 

> There is an overall annual loan limit for Direct 
Subsidized and Unsubsidized Loans, of which not more than 
a specified amount may be comprised of subsidized loans. 
> Anundergraduate student who is ineligible for Direct 
Subsidized Loans may receive up to the total subsidized/ 
unsubsidized annual loan limit in Direct Unsubsidized Loans. 
> The Direct Subsidized Loan annual loan limits are the 
same for both dependent and independent undergraduates. 
> Dependent students have lower total subsidized/ 
unsubsidized annual loan limits than independent students; 
if a dependent student's parent(s) cannot borrow a Direct 
PLUS Loan, the student becomes eligible for the higher total 
subsidized/unsubsidized annual loan limits that apply to an 
independent student, allowing the dependent student to 
receive additional Direct Unsubsidized Loan funds. 

> The annual loan limits apply to the academic year (that 
is, the annual loan limit is the maximum loan amount that a 
student may receive for one academic year). 

> The student's maximum annual loan limit increases as 
the student progresses to higher grade levels. 

> For undergraduate students, the loan limit must be 
prorated if the student is attending a program (or remaining 
portion of a program) that is less than an academic year. 

>  Graduate/professional students are no longer eligible to 
receive Direct Subsidized Loans. 


Annual Loan Limit Progression: 
SAY/BBAY 


> For Direct Subsidized, Direct Unsubsidized, 
and Direct PLUS Loans, a school must use either 

a Scheduled Academic Year (SAY) or a Borrower- 
Based Academic Year (BBAY) to determine when a 
student is eligible for a new annual loan limit. 

> _ An SAY generally begins/ends at the same 
time each year; a BBAY “floats” with the student's 
enrollment. 

> A traditional calendar program or an SE9W 
program with a comparable calendar may use an 
SAY. 

=  Aclock-hour or non-term program, or a 
program that does not have an SAY must use a 
BBAY. 

> Inaclock-hour or non-term credit-hour 
program, or a program with nonstandard terms 
that are not SEOW, the borrower must successfully 
complete the credit/clock-hours and weeks of 
instructional time in the Title lV academic year 
before the borrower is eligible for a new annual loan 
limit. 

> Inastandard-term or SE9W program, it is 
possible for a student to advance a grade level and 
become eligible for a higher loan amount within an 
academic year. 
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Subsidized and Unsubsidized 
loans 

DCL GEN 12-0 
The federal government does not charge 
interest on a Direct Subsidized student loan 
during: in-school status, deferment periods, 
and (except for Direct Subsidized Loans first 
disbursed on or after July 1, 2012 and before 
July 1, 2014) the grace period. 

The student is responsible for paying the 
interest on a Direct Unsubsidized student 
loan during all periods. 


Increasing the loan amount 
when student changes 
dependency status during the 
academic year 

For any type of educational program 
(whether term-based or non-term, credit- 
hour or clock-hour), a dependent student 
who has already borrowed up to the annual 
loan limit within an academic year may be 
eligible to receive additional loan funds if 
his or her dependency status changes to 
independent during that same academic 
year. 


Direct Loans for students whose 
parents have ended financial 
support and refuse to file a 
FAFSA 

Schools may offer a dependent student a 
Direct Unsubsidized loan if the student's 
parents have ended financial support and 
refuse to file a FAFSA. For more detail, see 
Chapter 5 of the Application and Verification 
Guide and DCL GEN-08-12. 


Direct Subsidized and Unsubsidized Loan limits for a dependent 
undergraduate student 

Dependent undergraduate students (excluding dependent undergraduates 
whose parents are unable to obtain Direct PLUS Loans) are eligible for an 
additional $2,000 in Direct Unsubsidized Loan funds each academic year. 


For these students, the annual loan limits are: 


e $3,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $2,000 additional Direct Unsubsidized for dependent first- 
year undergraduates; 


e $4,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $2,000 additional Direct Unsubsidized for dependent second- 
year undergraduates; and 


¢ $5,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $2,000 additional Direct Unsubsidized for dependent third-, 
fourth-, or fifth-year undergraduates. 


These loan limits represent the total of all Direct Subsidized and 
Unsubsidized Loans a dependent undergraduate student may borrow at 
each level of study for a single academic year. For example, a dependent 
first-year undergraduate may receive up to $5,500 in Direct Subsidized and 
Unsubsidized Loans for a single academic year, but no more than $3,500 of 
this amount may be subsidized. A dependent first-year undergraduate who 
has no subsidized loan eligibility could receive up to the full $5,500 in Direct 
Unsubsidized Loans. 


Increased Direct Unsubsidized limits for independent undergraduate 
students and dependent undergraduate students whose parents can’t 
get PLUS 

There are higher additional unsubsidized annual loan limits for 
independent undergraduate students. These higher additional Direct 
Unsubsidized Loan limits also apply to dependent undergraduate students 
whose parents are unable to borrow Direct PLUS Loans due to adverse credit 
or other documented exceptional circumstances. 


e $3,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $6,000 additional Direct Unsubsidized for independent first- 
year undergraduates; 


e $4,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $6,000 additional Direct Unsubsidized for independent 
second-year undergraduates; and 


¢ $5,500 combined Direct Subsidized and/or Direct Unsubsidized 
plus $7,000 additional unsubsidized for independent third-, 
fourth-, or fifth-year undergraduates. 
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As with the loan limits for dependent undergraduates, these loan limits 
represent the total of all Direct Subsidized and Unsubsidized Loans that an 
independent undergraduate student (or a dependent undergraduate whose 
parent is unable to obtain a Direct PLUS Loan) may borrow at each level of 
study, for a single academic year. For example, an independent, first-year 
undergraduate may receive up to $9,500 in Direct Subsidized/Unsubsidized 
Loans for a single academic year, but no more than $3,500 of this amount 
may be subsidized. 


Note that a dependent undergraduate whose parent is unable to obtain 
a Direct PLUS Loan is not eligible to receive both the $2,000 in additional 
Direct Unsubsidized loan funds described here, and the additional 
$6,000 or $7,000 in Direct Unsubsidized that is available to independent 
undergraduates and dependent undergraduates whose parents are unable to 
obtain Direct PLUS Loans. 


Direct Subsidized/Unsubsidized Loan limits for graduate and 
professional students 

The annual loan limit for graduate or professional students is $20,500 
in Direct Unsubsidized Loans per academic year. The regulations define a 
graduate/professional student as a student who is enrolled in a program or 
course above the baccalaureate level or in a professional program and has 
completed the equivalent of 3 academic years of full-time study either prior 
to entering the program or as part of the program itself: Also, a student who 
is receiving Title IV aid as an undergraduate student can’t be considered a 
graduate/professional student for that same period of enrollment. 


Note that a student in an undergraduate program can’t get the 
graduate loan limits based on taking graduate coursework as a part of the 
undergraduate program. In contrast, a graduate student who is taking 
some undergraduate coursework is eligible for the graduate loan limits 
if the student is enrolled at least half-time in courses (either graduate or 
undergraduate) that can be applied to the graduate program requirements. 
However, the student must already be admitted into the graduate program. 
A borrower with a bachelor’s degree who is taking preparatory work 
for graduate school (or whose full admission to the graduate program is 
contingent upon completion of certain undergraduate courses) is not eligible 
for graduate loan limits. 
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Entrance counseling 
requirements for Graduate/ 
Professional PLUS borrowers 

For entrance counseling requirements for 
Graduate/Professional PLUS—see Volume 2, 
Chapter 6, Providing Consumer Information. 


ee 
Example: additional 
unsubsidized for independent 
undergraduate 

Dottie is a first-year independent 
undergraduate student at Ferrar’s Institute. 

Her COA is $14,500, her EFC is 1800, and she is 
eceiving a $2,981 Pell Grant. Dottie qualifies 
for a Direct Subsidized Loan of $3,500. She 
may also receive the maximum additional 
Direct Unsubsidized Loan amount of $6,000 to 
cover most of her unmet need. Her total loan 
amount in Direct Subsidized and Unsubsidized 
Loans is $9,500. (Note that Dottie’s loan 
eligibility would be the same if she were a 
dependent undergraduate whose parent was 
unable to obtain a Direct PLUS Loan.) 


Direct PLUS Loans for graduate/ 
professional students 

DCL GEN-06-02 

DCL GEN-11-07 

Direct PLUS Loans for graduate/professional 
students were authorized by the Higher 
Education Reconciliation Act of 2005, effective 
July 1, 2006. Previously, Direct PLUS Loans 
were only available to parents of dependent 
undergraduates. 


Increased Direct Unsubsidized 
limits for independent 
undergraduate students and 
dependent undergraduate 
students whose parents can’t get 
PLUS 

34 CFR 685.203(0)(1)(ii) 

DCL GEN 11-07 


Using school’s definition of 
academic year if longer than the 
Title IV minimum 

A school may choose to define its academic 
year as longer in weeks or hours than the 
minimum statutory requirements. If so, then 
it's the school’s standard — not the statutory 
minimum — that applies when determining 
whether a program or a final period of study is 
shorter than an academic year. 
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Annual Limits for Sub/Unsub Loans Subsidized Total (subsidized & 
unsubsidized) 


Dependent Undergraduates (excluding dependent students whose parents can’t get PLUS) 


Let A \ CSE ee ae heed a a Oe SES SOOM a aeanin: 5 5,500 
SOCOM Galizerre tree ener ee rer eer ee Tere Tea Tre ree ee ene Ee nee SEAtS 0) Oeeetnrteetets $ 6,500 
MMIFAV Garam GlBeyomelcecccsecccasceressscccesrccressvestes tessssrerseseeeresercreaseersereeetessrerrseerer S15; DO Olkeneresnennerce $ 7,500 


Independent Undergraduates & Dependent Students whose parents can’t get PLUS 
First Year $ 3,500 


Graduate & Professional Students (alll years).............cssscsssesseseseseseeesers Si Olecsesetirncenetcnse 


Note: All undergraduate annual loan amounts are subject to proration. 


Aggregate Limits for Sub/Unsub Loans [RS(47777- elaine) 


unsubsidized) 
Dependent Undergraduates (excluding those whose 
Parents Can’t DOFrOW PLUS) ..........ssssccssssccssssscsssnsccssvsscssssscersnscessossesssnscersnseessese estes Sy 72101010 cererrerereetrectreeerres res $31,000 
Independent Undergrads & Dependent Students whose 
Parents:canitqet PLUS mee nensaceseectissccttncsttesctisse cotinine G5 725} (01010) eesencreerrnreterrs $ 57,500 
Graduate & Professional Student...........ccssssscccssssssccsesssccccesssesecscensececesnneceeeen $ 65,500 *Ssssessssssecsssseccesee $ 138,500* 


See guidance later in this chapter on additional unsubsidized eligibility for students in certain health professions 


programs, special loan limits for preparatory & teacher certification coursework, and the 150% subsidized eligibility 
limitation. 


Graduate and professional students are no longer eligible for Direct Subsidized Loans. 


*Aggregate loan limits for graduate and professional students include loans received for undergraduate 
study. The $65,500 subsidized aggregate loan limit shown here for graduate and professional students 
includes subsidized loans received before subsidized loan eligibility was eliminated for those students, and 
prior subsidized loans received for undergraduate study. 
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Direct PLUS Loan amounts for parents & graduate/professional 
students 

There are no fixed annual or aggregate loan limits for Direct PLUS 
Loans. A graduate or professional student may be awarded a Direct PLUS 
Loan for up to the student’s COA minus other EFA (see Chapter 7 for 
packaging rules). Therefore, a graduate/professional student may have 
additional PLUS eligibility beyond the maximum unsubsidized loan limits. 
Similarly, the total Direct PLUS Loan amount borrowed by one parent or 
borrowed separately by more than one parent on behalf of a dependent 
student (including a non-custodial parent) may not exceed the student’s 
estimated cost of attendance minus other financial aid awarded for the period 
of enrollment. This is the only borrowing limit for Direct PLUS Loans. For 
more on borrower eligibility, see Volume 1, Chapter 6. 


Increased unsubsidized eligibility for health professions students 

Certain health professions students may borrow increased Direct 
Unsubsidized Loan amounts. Schools may award the increased unsubsidized 
amounts to students who are enrolled at least half-time in certain health 
professions programs. The program must be accredited by specific 
accrediting agencies (see chart). The increased unsubsidized amounts that an 
eligible health professions student may receive are in addition to the regular 
annual loan limits. 


The disciplines that are eligible for the increased Direct Unsubsidized 
Loan amounts and the approved accrediting agencies for these disciplines are 
shown in the loan limit chart for the increased unsubsidized amounts at the 
end of this section. 
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Requirement to offer Direct PLUS 
Loans to both parent and student 
borrowers 

DCL GEN-11-07, 

If your school chooses to participate in the 
Direct PLUS Loan Program and has both 
undergraduate and graduate/professional 
students, you must make Direct PLUS 

Loans available to both the parents of your 
dependent undergraduate students and to 
your graduate/professional students. You may 
not limit Direct PLUS Loan borrowing only 

to parents or only to graduate/professional 
students. 


————SE eee ae 
Same-sex parent PLUS eligibility 
DCL GEN-14-14 

A same-sex married parent may apply for 

a Direct PLUS loan if the parent was legally 
married in a location which recognizes the 
marriage as valid, regardless of where the 
couple resides. 
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Foreign schools and increased 
Direct Unsub Loan amounts 
Foreign schools may not award the increased 
Direct Unsubsidized Loan amounts to health 
profession students. 


HEAL program phaseout 

The Health Education Assistance Loan (HEAL) 
Program, administered by the Department 
of Health and Human Services, was gradually 
phased out from 1995-1999 . 


HEAL Program transferred 

to Department of Education 

July 2, 2014 E-Announcement 

The Department of Education has taken 
over processing and consolidation from the 
Department of Health and Human Services, 
effective July 1, 2014. 


A chart at the end of this section shows the annual loan limits for the 
increased unsubsidized loan amounts, which vary by discipline and academic 
year length. The combined subsidized/unsubsidized aggregate loan limit 
for graduate and professional health professions students who are eligible 
to receive the increased unsubsidized amounts is $224,000. Not more than 
$65,500 of this amount may be in subsidized loans, for those students who 
may have received subsidized loans for graduate/professional study prior to 
July 1, 2012, or for undergraduate study. If a student receives the additional 
Direct Loan amounts on the basis of study in a health profession program 
but then leaves that program and enters a program in a different non-health 
professions field, the student is no longer eligible for the increased Direct 
Loan limits. However, the additional loan amounts received on the basis of 
health professions study are not counted toward the normal aggregate loan 
limit for that student. 
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Programs Eligible for 
Additional $20,000 in Unsubsidized Loans for an Academic Year Covering 9 months 
Additional $26,667 in Unsubsidized Loans for an Academic Year Covering 12 months 


(Note that students in these programs are also eligible for a higher aggregate limit for combined subsidized/unsubsidized loans: $224,000.) 


Program Approved Accrediting Agency 

Doctor of Allopathic Medicine Liaison Committee on Medical Education 

Doctor of Osteopathic Medicine American Osteopathic Association, Bureau of Professional 
Education 

Doctor of Dentistry American Dental Association, Commission on Dental 
Accreditation 

Doctor of Veterinary Medicine American Veterinary Medical Association, Council on Education 

Doctor of Optometry American Optometric Association, Council on Optometric 
Education 

Doctor of Podiatric Medicine American Podiatric Medical Association, Council on Podiatric 
Medical Education 

Doctor of Naturopathic Medicine, Council on Naturopathic Medical Education 

Doctor of Naturopathy 
Programs Eligible for 


Additional $12,500 in Unsubsidized Loans for an Academic Year Covering 9 months 
Additional $16,667 in Unsubsidized Loans for an Academic Year Covering 12 months 


Doctor of Accreditation: Accreditation Council for Pharmacy 

Pharmacy Education 

Graduate in Public Health Accreditation: Council on Education for Public Health 

Doctor of Chiropractic Accreditation: Council on Chiropractic Education, Commission 
on Accreditation 

Doctoral Degree in Accreditation: American Psychological Association, 

Clinical Psychology Committee on Accreditation 

Masters or Doctoral Degree in Health Accreditation: Commission on Accreditation of Healthcare 


Administration Management Education 


Proration of annual loan limit for academic year covering 10 or 11 months: For programs with an 
academic year covering 10 or 11 months, the annual additional unsubsidized loan limit must be prorated. 
If the academic year covers 10 or 11 months, the prorated annual loan limit is determined by dividing the 
applicable loan limit for an academic year covering 9 months by 9, and then multiplying the result by 10 
or 11. 


Example of annual loan limit: The increased unsubsidized amounts that an eligible health professions 
student may receive are in addition to the regular Direct unsubsidized annual loan limits. For example, a 
student enrolled in a 9-month Doctor of Dentistry program is eligible for the regular Direct unsubsidized 
annual loan maximum for a graduate/professional student ($20,500 in unsubsidized), plus the maximum 
increased unsubsidized amount of $20,000, for a total Direct Unsubsidized Loan maximum of $40,500. 
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Academic Year 
See Volume 3, Chapter 1 for a discussion of 
academic year requirements. 


Standard Terms 

Standard terms are semesters, trimesters, or 
quarters. See Chapter 3 of this volume for more 
detail on standard terms. 

A standard-term program may use an SAY 

if it has a traditional academic calendar (i.e, 
has terms that start at about the same time 
each year, where, for example, the fall and 
spring semesters or the fall, winter, and spring 
quarters normally make up the academic 
year). 


Nonstandard “SE9W” Terms 

If a credit-hour program has nonstandard 
terms, the terms are substantially equal in 
length, and each term is at least 9 weeks of 
instructional time in length, then the terms, 

for annual loan limit progression purposes, are 
referred to throughout this chapter as “SEOW.” 


The length of terms is measured in weeks 
of instructional time, as defined in Chapter 

. Nonstandard terms are substantially equal 
if no term in the loan period is more than 2 
weeks of instructional time longer than any 
other term in that loan period. 


A nonstandard program with SE9W terms may 
use an SAY if it has a fixed academic calendar 
comparable to a traditional academic calendar 
(i.e, terms that start at about the same time 
each year, where 2 or more nonstandard 
terms normally make up the academic year in 
the fall through spring). 


3-98 


ANNUAL LOAN LIMIT PROGRESSION 
Academic Year & loan limits 

The academic year is used as the basis for the student’s annual loan 
limits. (The award year concept for Pell and the Campus-Based Programs 
is not a factor for Direct Subsidized/Unsubsidized Loans.) The loan period 
is often equivalent to an academic year, but there are also many situations 
where this is not the case. In this section, we'll discuss how you can match 
the student’s loan periods to his/her enrollment and your school’s academic 
calendar. (If you are not familiar with the definition of an academic year, see 
Chapter 1 of this volume.) 


Two types of academic years for monitoring annual loan limits: 
Scheduled Academic Year (SAY) and Borrower Based Academic Year 
(BBAY) 

There are two types of academic years that may be used to monitor 
annual loan limits for Direct Subsidized/Unsubsidized Loans: a Scheduled 
Academic Year (SAY) or a Borrower-Based Academic Year (BBAY). (Note 
that although there is no annual loan limit for Direct PLUS Loans, Direct 
PLUS Loans are awarded for the same SAY or BBAY period that is used for 
Direct Subsidized/Unsubsidized Loans.) 


An SAY corresponds to a traditional academic year calendar that is 
published in a school’s catalogue or other materials (for example, fall and 
spring semesters, or fall, winter, and spring quarters, or, for a nonstandard 
SEOW program, an academic calendar comparable to a traditional academic 
calendar). An SAY is a fixed period of time that begins and ends at the same 
time each year. 


A BBAY does not have fixed beginning and ending dates. Instead, it 
“floats” with a student’s (or group of students’) attendance and progression 
in a program of study. There are 3 types of BBAY, described below. 


If a program is offered in an SAY calendar, you have the option of using 
either an SAY or BBAY 1 to monitor the annual loan limits for students 
in that program. You must use a Borrower Based Academic Year (BBAY) 
to monitor the annual loan limits for any academic program that does not 
meet the definition of a program allowed to use an SAY. However, there are 
significant differences between the different types of BBAY: 


¢ BBAY 1, for credit-hour programs using a Scheduled Academic 
Year with standard terms or nonstandard SE9W terms. 


¢ BBAY 2, for credit-hour programs not using an SAY, with 
standard terms or nonstandard SE9W terms. 


« BBAY 3, for clock-hour programs, non-term programs, any 
nonstandard-term program, or a program with standard and 


nonstandard terms not described above. 


We will describe the differences between the SAY, BBAY 1, BBAY 2, and 
BBAY 3 in more detail in the following pages. 
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Credit-hour programs with traditional calendar using standard terms or 
nonstandard SE9W terms with a comparable calendar: may use SAY 

As noted previously, an SAY corresponds to a traditional academic 
year calendar, and usually begins and ends at the same time each calendar 
year (for example, beginning on the first day of the fall semester and 
ending on the last day of the spring semester). An SAY must meet the FSA 
requirements for an academic year (as defined in Chapter 1). An SAY may 
include one or more terms that a student does not attend. 


Summer terms are generally not considered to be part of the SAY, but 
for loan limit purposes they may be treated as a “trailer” to the preceding 
SAY or as a “header” to the following SAY. Your school has the option 
to establish a policy that designates its summer term as either a trailer or 
header to the SAY for all students. You can also choose to make different 
designations for different educational programs, or for different students, 
as long as you ensure that there is no overlap in academic years. Note that 
a fixed designation of the summer term can limit a student's eligibility. For 
instance, if you always treat your summer term as a trailer to a preceding fall- 
spring SAY, a student who receives the full annual loan limit for fall-spring 
would have no remaining loan eligibility for summer. 


The annual loan limit applies to the SAY, plus the summer trailer or 
header. Once the calendar period associated with all of the terms in the SAY 
and the summer header or trailer (if any) has elapsed, a student regains 
eligibility for a new annual loan limit. 


Credit-hour programs with an SAY: may use BBAY 1 

If a program is offered in a SAY, you have the option of using a BBAY 
as an alternative to the SAY for monitoring annual loan limit progression. 
Unlike an SAY, a BBAY is not a fixed period that begins and ends at the 
same time each year. Instead, a BBAY’s beginning and ending dates depend 
on the individual student’s enrollment. 


For programs with an SAY, a BBAY must include the same number of 
terms as the SAY that would otherwise be used (not including any summer 
“trailer” or “header”). For example, if the SAY includes three quarters (fall, 
winter, spring), a BBAY would consist of any three consecutive terms. A 
BBAY may include terms the student does not attend if the student could 
have enrolled at least half-time in those terms, but (unlike an SAY) it must 
begin with a term in which the student is actually enrolled (even though the 
student may be enrolled less-than-half-time for the first term and not eligible 
for a loan for that term). Also, any minisessions (summer or otherwise) that 
run consecutively within a term must be combined and treated as a single 
term. 


Like an SAY, a BBAY must meet the minimum FSA requirements for an 
academic year. However, a BBAY that includes a summer term may include 
fewer than 30 weeks of instructional time or fewer credit hours than the 
minimum number required for an SAY. This is because a summer term may 
be shorter than a standard term in an SAY, but is recognized as academically 
equivalent to a standard term when used as one of the terms in a BBAY. 
(NOTE: This exception applies only to a BBAY used as an alternative for a 
program with an SAY.) 
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SEOW SAY Example 

Great Plains Business College has programs 
with an academic calendar using semester 
hours with four terms, each with 12 weeks of 
instructional time in length, with three of the 
terms offered over the fall through spring and 
the fourth term offered in the summer. Great 
Plains defines its academic year as 36 weeks of 
instructional time and 24 semester hours. As 
“quarters” using semester hours, the terms are 
nonstandard terms. 


Because these terms are nonstandard terms 
that are substantially equal and at least nine 
weeks of instructional time in length (SE9W), 
and are offered in a fixed schedule that 
encompasses the Title IV academic year (plus 
the summer term), with an academic calendar 
comparable to a traditional calendar, you may 
use an SAY or BBAY 1 for these programs. 


———E ee eae 
Treatment of summer 
minisessions 

Summer minisessions must be grouped 
together as a single trailer or header term if 
the program is to have a BBAY, or they can be 
treated separately and assigned to different 
SAYs. If the summer minisessions are grouped 
and treated as a single term, the summer 
COA cannot include costs for a minisession 
for which the student is not expected to be 
enrolled. 
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Alternating SAY/BBAY 1 

This treatment may allow a student to receive 
another loan sooner than would be allowed 
under an SAY standard. For instance, if you 
normally use an SAY consisting of fall and 
spring semesters with a summer trailer, a 
student who received the maximum annual 
loan limit for fall-spring could not receive 
another loan until the start of a new SAY in 
the fall. If the student enrolls for summer and 
wants a loan, you could choose to switch the 
student to a BBAY consisting of the summer 
and fall terms. The student could then receive 
a loan for the summer term, since summer 
would be the start of a new academic year. 

A school that has these choices for academic 
year standards must have a written policy that 
explains how it applies these options when 
calculating loan eligibility. 


You may use BBAYs for all students, only for students in certain 
programs, or on a student-by-student basis. For example, you could use a 
BBAY for students enrolled in a program that begins in a term other than the 
first term of the SAY. You can even alternate BBAYs and SAYs for a student, 
provided the academic years don’t overlap. This treatment may allow a 
student to receive another loan sooner than would be allowed under an SAY 
standard. 


As with an SAY, the annual loan limit applies to the BBAY. Once the 
calendar period associated with all of the terms in the BBAY has elapsed, a 
student regains eligibility for a new annual loan limit. 


Standard-term programs and nonstandard term SE9W programs 
without an SAY: BBAY 2 

If a program with standard terms or nonstandard SE9W terms is not 
offered in a traditional academic year calendar (SAY), a BBAY must be used. 
If the program uses semesters or trimesters, a BBAY generally consists of 
any two consecutive terms (similarly, with quarters, any three consecutive 
terms). If the program uses SE9W nonstandard terms, a BBAY consists of the 
number of consecutive terms that coincide with the weeks of instructional 
time in the program’s academic year. 


Standard term, credit-hour programs not using a 


traditional academic year calendar: BBAY 2 


Springfield Academy also has a program that measures academic progress in credit-hours and uses 15- 
week semesters, but is not offered in a traditional academic year calendar (SAY). New students begin 
the program each month, and a 15-week semester begins at that time for that cohort of students. 

The school must use a BBAY to monitor annual loan limits. A BBAY consists of any two consecutive 
semesters, beginning with a semester in which a student is enrolled: 


Semester #1 
(begins program) 


Semester #2 Semester #3 


Year 1: BBAY Year 2: BBAY Year 3: BBAY 


Semester #4 
(not enrolled) 


Semester #5 Semester #6 
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As with the optional BBAY that may be used for programs with an SAY, 
the BBAY may include terms that a student does not attend (as long as the 
student could have enrolled at least half-time in those terms), but it must 
begin with a term in which the student is actually enrolled (even though the 
student may be enrolled less-than-full-time for the first term and not eligible 
for a loan for that term). Unlike the optional BBAY for programs offered 
in an SAY, there is no exception to the minimum n year requirements for a 
BBAY that includes a summer term: the BBAY for standard-term programs 
that are not offered in a traditional academic calendar, or a comparable 
calendar if SE9W nonstandard terms, must always include enough terms 
to meet the minimum Title IV academic year requirements for weeks of 
instructional time. 


The annual loan limit applies to the BBAY. Once the calendar period 
associated with all of the terms in the BBAY has elapsed, a student regains 
eligibility for a new annual loan limit. 


Clock-hour, non-term credit-hour, and nonstandard-term programs 
that are not SE9W: BBAY 3 

All clock-hour programs, non-term credit-hour programs, and 
nonstandard-term programs with terms that are not SE9W must use a 
BBAY that meets the minimum requirements for an academic year. That 
is, the BBAY must contain at least 30 (or, for clock-hour programs, 26) 
weeks of instructional time and at least the minimum number of credit or 
clock-hours: for undergraduate programs, 24 semester or trimester hours, 
36 quarter-hours, or 900 clock-hours; for graduate programs, the number 
of hours a student would complete under the school’s full-time standard in 
the weeks of the Title IV academic year, which must be a minimum of 30 
weeks of instructional time, or, for clock-hour programs, at least 26 weeks of 
instructional time. This requirement also applies to a program that consists 
of both standard and nonstandard terms and that does not qualify to use an 
SAY. 


The BBAY begins when a student enrolls and does not end until the later 
of the date the student successfully completes the hours in the academic year 
or the number of weeks of instructional time in the academic year. 


Because a student must successfully complete the minimum number of 
hours or weeks of instructional time in an academic year (whichever comes 
later) before a new BBAY begins, a student’s enrollment status may affect 
how soon the student regains eligibility for a new annual loan limit. For 
example, a student who is attending part-time will take longer to complete a 
BBAY than a full-time student. (In contrast, an SAY or BBAY for a standard 
term program, or a nonstandard SE9W program ends when the calendar 
period associated with the terms in the SAY or BBAY has elapsed, regardless 
of how many credit-hours or weeks of instruction the student completed 
during the SAY or BBAY.) 
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Individual academic progress in 
BBAY 3 

In many clock-hour, non-term, and 
nonstandard-term programs, students are 
allowed to progress at an individual pace. For 
example, a school that defines its academic 
year as 900 clock-hours and 26 weeks of 
instructional time offers a 900 clock-hour 
program that most students complete in 26 
weeks. However, one student might complete 
900 clock-hours in 22 weeks, and another in 
30 weeks. You do not have to prorate the loan 
limit for the occasional student who completes 
the program in less than 26 weeks. (Note 
that this policy applies only to programs that 
are exactly one academic year in length. If 

a program is longer than an academic year, 
proration may be required for a loan covering 
the remaining portion of the program if a 
student completes more than the minimum 
number of hours during the first 26 weeks 

of instructional time. See loan limit proration 
example 3 later in this chapter). 


BBAY 3 and programs with 
standard terms 

If a program has standard terms and 
nonstandard terms and does not qualify to use 
an SAY, the program must use BBAY 3. One 
common example is a program with a 4-1-4 
calendar (2 semesters of 4 months each, with 
a1 month winter intersession in between) 
where the winter intersession is not combined 
with either the fall or spring semester (it is not 
permissible to ignore a student's enrollment in 
a winter intersession). 


Another common example is a degree- 
completion program with 20-week 
nonstandard terms where students must also 
attend regular semesters to complete their 
degree. 
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COA for intersessions and 
modules 

Whether or not you merge an intersession 
or module with a standard term, you must 
not include costs in a student’s COA for an 
intersession or module period of enrollment 
for which the student is not expected to be 
enrolled. 


MANAGING DIRECT LOANS IN MODULES AND 
INTERSESSIONS 


Direct Loans and Modules 

You may award Direct Loans to borrowers for enrollment in modules 
(which are usually 1-8 weeks in length). Modules may use standard, non- 
standard, or non-term academic calendars. Modules and the courses offered 
as modules may overlap terms, and enrollment may begin at the beginning of 
any module. 


You award loans for modules based on courses for which the student 
is enrolled. If a student doesn’t remain enrolled at least half-time, their 
subsequent loan disbursements are cancelled. 


For Title IV aid purposes, students are allowed to skip one or more 
modules, however, COA for such a period of enrollment may not include 
costs for a period in which the student is not expected to be enrolled. For 
modules, the loan period includes the entire term (which may be comprised 
of several combined modules, or modules combined with other full-term 
length courses). 


A student’s payment period for a module begins with the module in 
which they first attend (you may not schedule a disbursement during a 
period of non-attendance). The structure of a modular term can transform a 
standard term into a non-standard term if the begin/end dates are not within 
2 weeks of a standard term. 


Direct Loans and Intersessions 

When offering a short session between two standard terms (for 
example, 3 weeks of instructional time between two 15-week semesters), or 
a shorter summer term (for example, 12 weeks of instructional time with a 
12-semester hour full-time standard), you must offer aid to eligible students. 
You may either combine intersessions with standard terms, or treat them as a 
separate term. 


When awarding aid for intersessions, you must apply the same awarding 
and packaging treatment to all students enrolled in the program, and if 
merged, you must merge the same term in the same manner for all students 
in the program (and whether merged or not, you must not include costs 
in a student’s COA for a period of non-attendance during a period of 
intersessions for which the student is not expected to be enrolled). 


Intersessions combined with a standard term: 

You may combine an intersession with a standard term. This may allow 
an otherwise ineligible term to support potential Direct Loan eligibility (by 
supporting half-time or greater enrollment status, for example). Combining 
an intersession with a standard term may cause the earliest disbursement 
date (in spring, for example), to change. 
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When combined with a standard term, for Direct Loans, you have 
a choice of using either a SAY with summer as the header or trailer, as a 
standard term BBAY, or as a term with one loan. The loan period, payment 
periods, disbursement, and loan limit progression is based on standard term, 
traditional calendar treatment, with a higher limit gained after completion of 
the SAY or standard term BBAY, and one disbursement made per term. 


Intersessions treated as a separate term: 

If an intersession is treated as a separate term (i.e., not merged with a 
preceding or following standard term), the program is treated the same as a 
non-term or non-standard term non-SE9W program, and Direct Loans are 
to be awarded and disbursed based on BBAY 3 only. For Direct Loans, this 
means that the following rules apply: 


¢ Loan Period: minimum is the lesser of the academic year, the length 
of the program, or the remaining balance of the academic year. 


¢ Payment periods: The first payment period is the period of time 
during which the student successfully completes half the number 
or credit/clock-hours and half the number of weeks of instructional 
time in the academic year; the second payment period is the period 
of time in which the student successfully completes the academic 
year. 


e Annual loan limit progression: A student progresses to the next 
annual loan limit when he/she successfully completes both the weeks 
of instructional time and the hours/credits in the academic year. 
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Monitoring Annual Loan Limits with an SAY or BBAY 


Credit-hour programs offered ina Credit-hour programs not offered in a Clock-hour programs, 
Scheduled Academic Year (SAY) Scheduled Academic Year, but with non-term programs, and 
An SAY uses 1) a traditional academic calendar with at least two semesters or trimesters or three 1) standard terms, or programs with nonstandard 
quarters in the fall through spring, or 2) a comparable academic calendar with nonstandard SE9W 2) nonstandard SE9W terms terms that are not SE9W 
terms. 


\o 
5 
3 
ia) 
= 
Me 
May use SAY May use BBAY 1 Must use BBAY 2 Must use BBAY3 
1) An SAY generally begins/ends at same | May use BBAY 1 for all students; certain students; or 1) BBAY2 floats with student's enrollment. BBAY3 also applies to programs that 


time each year. certain programs 2) Student must be enrolled in first term of mix nonstandard terms and standard 
2) The student does not have to be May alternate SAY and BBAY1 fora student provided | the BBAY2 (less-than-half-time enrollment is terms that do not have an SAY 
enrolled in the first term of the SAY. academic years do not overlap acceptable). The BBAY2 may include terms 1) BBAY3 floats with student's 

3) An SAY for a program must at least nies cane witcha tewarolRehE student does not attend if student could have | enrollment. 


meet the program's Title IV academic year enrolled at least half-time 
in weeks/hours. 2) Student must be enrolled in first term of the BBAY1 3) The BBAY2 must meet at 


(less-than-¥2-time enrollment is acceptable). 


2) The BBAY3 begins with student's 
east the minimum enrollment on at least a half-time 


4) Total of all loans received within SAY requirements for hours/weeks of the program's | basis. 


(including summer trailer/header) may 3) ec of Sa Wes ad ie number aes Title lV academic year, and it must consist of: 3) BBAY3 must meet at least the 
not exceed annual loan limit in the program's sAY, excluding the summer traller. + at least 2 consecutive semesters or minimum requirements for hours/ 
— header. tri ters: eae 
5) Student becomes eligible for new rimesters; weeks of the program's Title IV 
annual loan limit after SAY calendar + Number of hours/weeks in BBAY1 need not meet + at least 3 consecutive quarters; or academic year. 
period has elapsed. the regulatory requirements for an academic year if “at least the AUMBer OF Consecutive SEZW 4) Total of all loans received within a 
the BBAY1 includes summer term. terms covered by the program's Title IV 


BBAY3 may not exceed annual loan 
imit. 


6) After original loan, student may receive 


os : ; + May include terms student does not attend if academic year. 
additional loans during same SAY if: 


student could have enrolled at least 2--time. 4) Tota 
: i i i : fas ae mes eligible for 
Student did not receive maximum 4) Total of all loans received within BBAY1 may not may not exceed annual loan limit. oe) 2IMGEDE DEC ae e 


annual loan amount and has ae: new annual loan limit only after 
remaining eligibility exceed annual loan limit. 5) Student becomes eligible for new annual successfully completing the clock 


- Student progresses to grade level 5) Student becomes eligible for new annual loan limit loan limit after BBAY2 calendar period has or credit-hours AND weeks of 
with higher annual loan limit; or after BBAY1 calendar period has elapsed. elapsed instructional time in the BBAY3. 


+ Student changes from dependent to | 6) After original loan, student may receive additional 6) After original loan, student may receive 5b) Astudent may not become 
independent. loans during same BBAY1 if: additional loans during same BBAY? if: eligible for next grade level annual 


7) Summer term may be “trailer” or «Student did not receive maximum annual loan + Student did not receive maximum annual oan limits until after completion of 
“header” per: amount and has remaining eligibility; loan amount and has remaining eligibility; a BBAY3. 
» Strict policy; - Student progresses to grade level with higher : Student progresses to grade level with 6) After original loan, student may 
- By program; or annual loan limit; or . higher annual loan limit; or receive additional loans within BBAY3 

- Case by case, by student + Student changes from dependent to independent. + Student changes from dependent to only if: 


of all loans received within a BBAY2 


7) Minisessions (summer or otherwise) must be independent. - Student did not receive 


combined with each other or with other terms and 7) Minisessions (summer or otherwise) must be maximum annual loan amount 
treated as a single standard or nonstandard term combined with each other or with other terms and has remaining eligibility; or 


(affects all FSA programs) and treated as a haa standard term (affects Student changes from 


dependent to independent. 


+ Student need not enroll in each minisession, but all FSA programs 


must have been able to enroll at least %-time in the + Student need not enroll in each 

combined term. minisession, but must have been able to 
enroll at least 1/2-time in the combined 
term 
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SAY for standard term, credit-hour programs using 


a traditional academic year calendar 


Springfield Academy offers a 2-year program measured in semesters and awarding credit hours. It 
defines its Title IV academic year in accordance with the minimum requirements and uses an SAY 
that provides 30 weeks of instruction and 24 semester hours, and includes two semesters (fall and 
spring), each 15 weeks of instructional time in length. Springfield Academy also offers a summer 
session that it treats as a “trailer” to the SAY. 


Most of Springfield’s students do not attend the Summer session, so the aid office typically 
originates Direct Loans for a period of enrollment that starts with the fall semester (August 27) and 
concludes at the end of the spring semester (May 2). However, there are some first-year students 
who decide to enroll in the summer term in order to complete their studies sooner. The annual 
loan limit applies to the fall through spring SAY, plus the summer trailer. Students who receive 

the maximum annual loan amount for fall-spring have no loan eligibility for summer and may not 
borrow again until the start of the next SAY in the fall, unless Springfield opts to place them in a 
BBAY beginning with the summer term. 


Fall Semester Spring Semester | Summer Term 
Year 1: Scheduled Academic Year 


Fall Semester Spring Semester | Summer Term 
Year 2: Scheduled Academic Year 


Academic Year for loan limit purposes = 2 semesters + summer trailer 


FSA HB Jul 2016 SS a aa eee 


3-105 


Volume 3 — Calculating Awards & Packaging, 2016-17 DCL CFR Glossary Acronyms 


Graduate vs. Undergraduate limits: Special cases 


¢ Combined undergraduate/graduate programs 


Some programs combine undergraduate and graduate study, where the first years of the program are undergraduate study and the 
final years of the program are graduate study. For instance, in a 5-year program leading to a graduate or professional degree, the 
school may define the first 3 or 4 years of study as being at the undergraduate level, but after year 4, it must be treated as graduate 
level. 


¢ Students returning for second baccalaureate degree 


If a student with a baccalaureate degree enrolls in another baccalaureate program, his/her grade level for loan limit purposes would 
be based on the amount of work that the school counts toward satisfying the requirements of the new program. For instance, if 
your school accepts 30 semester hours of a student’s work in a previous baccalaureate program toward the requirements for a BS 

in Chemistry at your school and, on that basis, classifies the student at the second-year level, then the student would be eligible for 
second-year undergraduate loan limits (see below for the loan limit that applies when a student is required to have a prior associates 
or baccalaureate degree as condition for being admitted to an undergraduate program). 


* Transfer from graduate to undergraduate program during an academic year 


If a student transfers from a graduate program to an undergraduate program in the middle of an academic year, the undergraduate 
annual loan limit for the student's grade level applies, but amounts previously borrowed at the graduate level within the same 
academic year do not count against the undergraduate annual loan limit. However, the total amount awarded for the academic year 
may not exceed the higher (grad/professional) annual loan limit. 


- Baccalaureate or Associate degree required for admission to an undergraduate program 


A student who has an associate or baccalaureate degree that is required for admission into a program, but is not a graduate or 
professional student, may borrow up to the highest undergraduate annual loan limit ($5,500 for a dependent student; additional 
$7,000 in Direct Unsubsidized for an independent student or a dependent student whose parent is not eligible for PLUS), subject to the 
undergraduate aggregate loan limits. 


¢ Undergraduate student with graduate degree 


In some cases, a student who previously received undergraduate and graduate degrees returns to school to complete a second 
undergraduate program. Only the loans that the student received for the first undergraduate program are included in determining the 
student's remaining eligibility for loans for the second undergraduate program, up to the undergraduate aggregate limits. Although 
loans received for graduate study are not counted toward a student’s undergraduate aggregate loan limit, the combined loan amounts 
received for undergraduate and graduate programs may not exceed the total allowable aggregate loan limits. (See example below.) 


Example: graduate student returning to undergraduate program 


An independent student has Subsidized: Unsubsidized: Total 

received the following loan Undergraduate $20,500 $10,000 $30,500 

amounts for a first undergraduate 

program and a graduate program: Graduate* $45,000 $40,000 $85,000 
Total $65,500 $50,000 $115,500 


The student has now enrolled in a second undergraduate program. Only the loans received for the first undergraduate program are 
counted toward the student's undergraduate aggregate loan limit. Because the total amount received for the first undergraduate 
program ($30,500) does not exceed the aggregate loan limit for an independent undergraduate ($57,500, maximum $23,000 
subsidized), the student has remaining loan eligibility for the second undergraduate program. 


However, the loans received for the graduate program must still be considered to ensure that the student does not exceed the total 
aggregate loan limits. In this case, the total subsidized amount already received ($65,500) is the maximum subsidized amount that a 
student may receive for undergraduate and graduate study combined. Therefore, the student may receive only unsubsidized loans 
for the second undergraduate program. The student may not exceed the combined undergraduate/graduate aggregate loan limit of 
$138,500. This means that the student's remaining loan eligibility for the second undergraduate program is $23,000 in unsubsidized 
loans ($138,500 - $115,500 already received for the first undergraduate program and the graduate program). 


*This example assumes that the student received the $45,000 in subsidized loans for graduate study for periods of enrollment that 
began before July 1, 2012. 
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Standard term, credit-hour programs using a traditional academic 


year calendar: BBAY 1 


1. BBAY where SAY contains 2 semesters 


Examples 1a through 1c illustrate the optional use of a BBAY for a program that 

is offered in an SAY consisting of two semesters, fall and spring, each 15 weeks of 
instructional time in length. (Note that in each example, the first BBAY is the same as 
the SAY.) 


In example 1a, the initial fall and spring terms could be considered either an SAY or 
BBAY. If the student attends the summer session at the school, the aid administrator 
can elect to treat the summer term and the next fall as a BBAY for the student. In that 
case, the following spring and summer would also constitute a BBAY. The maximum 
loan limit for an academic year applies to each BBAY. If these were the first three years 
of study for a dependent student and the student progressed a grade level each 
academic year, he/she would be eligible for up to the applicable annual loan limits 
for the respective academic years. 


Fall | Spring | Summer 


1a. | Fall spring Summer 


Year 1: SAY or Year 2: BBAY Year 3: BBAY 
BBAY 


A student doesn't have to attend all of the terms in a BBAY, but the BBAY cannot 
begin with a term that the student doesn’t attend. In example 1b, the student is not 
enrolled in the second term (fall) of year 2. 


In example 1c, if the student does not attend a term that otherwise would have been 
the beginning of a BBAY (in this case, spring), then the student’s next BBAY cannot 
begin until the next term that the student attends. As with example 1a, the annual 
loan limit applies to each BBAY. 


1b. | Fall  |Spring |Summer| Fall | Spring |Summer 


Year 1: SAY or Year 2: BBAY Year 3: BBAY 


BBAY 
Tc. Fall spin Summer] Fall |Spring} Summer] Fall 
(not enrolled) 
Year 1: SAY Year 2: BBAY Year 3: BBAY 
or BBAY 


2. BBAY where SAY contains 3 quarters 


The same concepts apply to quarter-term programs. For instance, in example 2, the 
fall, winter, and spring terms constitute the school’s SAY. If the student attends the 
summer session at the school, it can be the first term of a BBAY that includes the 
following fall and winter terms. 


Fall | Winter 


Fall Winter | Spring Summer 


Year 1: SAY or BBAY Year 2: BBAY 
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Direct Loan limits for preparatory coursework & teacher certification 


In Volume 1, Chapter 1, we discussed three instances in which a student may receive a loan for coursework that 
is not part of an eligible program. If the student and the academic coursework meet the conditions described in 
that volume, the annual loan limits are: 


Preparatory coursework (not to exceed 12 consecutive months) 


For undergraduate degree/certificate coursework: 


Direct Subsidized & Unsubsidized $2,625** 
Additional unsubsidized for independent students and dependent undergraduates whose parents 
can’t get PLUS $6,000** 
For graduate or professional coursework: 
Direct Subsidized & Unsubsidized $5,500** 
Additional Direct Unsubsidized for independent students and dependent undergraduates whose parents 
can’t get PLUS $7,000** 


State-required teacher certification coursework 


Direct Subsidized & Unsubsidized $5,500** 
Additional Direct Unsubsidized for independent students and dependent undergraduates whose parents 
can’t get PLUS $7,000** 


No additional Direct Unsubsidized Loan amount is available to dependent undergraduate students who are 
enrolled in preparatory coursework or teacher certification coursework (except for dependent undergraduates 
whose parents can’t get PLUS). 


** Loan limit is not prorated if the coursework lasts less than an academic year. See Volume 1, Chapter 6, FSA 
Handbook for more information on Title IV eligibility for this coursework. 
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Criteria for additional Direct Unsubsidized Loans 


Dependent students whose parents are unable to 
borrow Direct PLUS Loans due to adverse credit 

or other exceptional circumstances may receive 
additional Direct Unsubsidized Loan funds up to 
the same amount that is available to independent 
undergraduate students. The increased loan 
amounts may not substitute entirely for the amount 
a parent may borrow under the PLUS program, 
which may be up to the difference between COA 
and EFA. As a result, you should determine whether 
the parents may be able to borrow a Direct PLUS 
Loan using an endorser who does not have an 
adverse credit history before originating additional 
unsubsidized loan amounts for the dependent 
student. 


Before originating a loan for increased loan 
amounts, you must document the basis of the 
dependent student's eligibility. Some basic 
guidelines for making this determination include 
the following: 


+ The parent's unwillingness to borrow a Direct 
PLUS Loan, a school’s decision not to participate 
in the Direct PLUS Loan program, nor the aid 
administrator’s belief that a parent should not 
borrow a Direct PLUS Loan does not make the 
dependent student eligible. 


+ If only one of a student's two parents has 

applied for a Direct PLUS and been denied based 
on adverse credit, you may award additional 

Direct Unsubsidized Loan funds on that basis. 
However, if both parents apply independently 

and one is approved and the other denied, the 
dependent student is not eligible for the additional 
unsubsidized loan amounts. 


+ The dependent student may become eligible at 
any time during an academic year if a parent has 
first been approved and then later denied a Direct 
PLUS Loan based on a subsequent application. 
Under these circumstances, any previous Direct 
PLUS Loan funds received during the same period 
of enrollment are treated as estimated financial 
assistance in determining the student's remaining 
eligibility for additional unsubsidized loan amounts. 


In addition to cases in which a parent has been 
denied a Direct PLUS Loan due to adverse credit, 
a dependent undergraduate student may also be 
eligible for increased unsubsidized loan amounts 
if you determine and document that other 
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exceptional circumstances exist that will prevent 
a parent from borrowing a Direct PLUS Loan. 
Examples of such exceptional circumstances 
include, but are not limited to the following: 


+ The parent is incarcerated. 
+ The parent's whereabouts are unknown. 


+ The parent has filed for bankruptcy and has 
provided a letter from the bankruptcy court 
stating that as a condition of the bankruptcy 
filing, the parent may not incur any additional 
debt. 


+ The parent's income is limited to public 
assistance or disability benefits, and you have 
documented that the parent would not be able to 
repay the Direct PLUS Loan. 


+ You have examined the family financial 
information and documented the parent's likely 
inability to repay the Direct PLUS Loan due to an 
existing debt burden or the parent's expected 
income-to-debt ratio. 


+ The parent of a dependent student is not a 

U.S. citizen or permanent resident or is not able 
to provide evidence from the U.S. Citizenship 

and Immigration Service that he or she is in the 
United States for other than a temporary purpose 
with the intention of becoming a citizen or 
permanent resident. 


Before originating a loan for the increased Direct 
Unsubsidized Loan amounts based on a parent's 
ineligbility for a Direct PLUS Loan due to adverse 
credit or other exceptional circumstances, you 
must document the basis of the dependent 
student's eligibility. 


A determination that a parent is ineligible for a 
Direct PLUS Loan in one academic year based on 
adverse credit or other exceptional circumstances 
does not automatically support the dependent 
student's additional unsubsidized loan eligibility 
in subsequent years. If a dependent student 

is determined to be eligible for additional 
unsubsidized loan amounts in one academic year, 
you must re-examine and document that the 
basis for the student's eligibility continues to exist 
before originating additional unsubsidized loan 
amounts for the dependent in a subsequent year. 
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Clock-hour, non-term, and nonstandard-term programs 


(other than SE9W programs): BBAY 3 


Example 1: Non-term credit-hour program 


A school offers a 48 semester hour, 60 weeks of instructional time program with a defined 
academic year of 24 semester hours and 30 weeks of instructional time. A student could receive 
two loans for this program. The period of enrollment for the first loan would be the time needed 
for a student to successfully complete the first 24 hours and 30 weeks of instructional time. The 
period of enrollment for the second loan would be the time needed to complete the remaining 
hours and weeks of instructional time of the program. 


A student does not become eligible for the second loan until the later of the date that he/she 
successfully completes (passes) both 24 semester hours and 30 weeks of instructional time. 


Example 2: Nonstandard term, credit-hour program, terms not substantially equal in 
length 


A school offers a 72 quarter-hour program with 60 weeks of instructional time and a defined 
academic year of 36 quarter-hours and 30 weeks of instructional time. Courses are offered in 
2-week and 5-week terms. A student could receive two loans, one for the period in which the 
student successfully completes the first 36 hours and 30 weeks, and another for the remaining 
hours and weeks of the program. 


Although this program uses terms and measures academic progress in credit hours, the terms are 
nonstandard terms that are not substantially equal in length. A student does not become eligible 
for the second loan until he or she has completed 36 quarter hours or 30 weeks of instructional 
time, whichever comes later, regardless of the number of terms that have elapsed. For instance, a 
student who successfully completes (passes) 33 quarter hours in the first 30 weeks of instructional 
time must complete an additional three quarter hours before receiving the second loan. 
Generally, a school would originate a loan through the term in which the student is expected to 
complete the hours and weeks of instructional time of the academic year. 


Example 3: Clock-hour program 


Springfield Academy has an 1,800 clock-hour program with 52 weeks of instructional time, and 
defines its academic year as 900 clock-hours and 26 weeks of instructional time. The initial BBAY 
always begins with the student's actual enrollment date. An enrolling student may receive two 
Direct Loans during the program (provided all eligibility criteria are met) because the program 
exceeds one academic year. The period of enrollment for the first loan would be the time it 

will take the student to successfully complete (pass) either 900 clock-hours or 26 weeks of 
instructional time, whichever comes later. The period for the second loan would be the time it 
takes to successfully complete the final 900 hours and 26 weeks of instructional time. Note that 
the student cannot receive the second loan until he/she has successfully completed the first 900 
hours of the program or 26 weeks of instruction, whichever comes later. 


A student who completes the first 900 hours in less than 26 weeks must still complete 26 weeks of 
instructional time before a new BBAY begins and the student becomes eligible to receive another 
loan. In this case, the second loan period would be for the clock-hours remaining and the weeks 
of instructional time to complete those hours. Similarly, a student who has completed fewer than 
900 clock-hours after 26 weeks of instructional time must successfully complete 900 hours before 
receiving another loan. 
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GRADE LEVEL PROGRESSION 

The annual loan limit for Direct Subsidized and Unsubsidized Loans 
increases as a student progresses in his/her studies. Generally, a student’s 
grade level for loan limit purposes is set according to the school’s academic 
standards. Progression to a higher grade level does not always coincide with 
the beginning of a new academic year. For example, a student in a standard 
term program (or a borrower in a program using nonstandard, substantially 
equal-terms of 9 or more weeks [SE9W]) who completes only 12 semester 
hours during the first academic year could receive another loan when the 
calendar period associated with that academic year has elapsed. However, the 
borrower would still be classified as a first-year undergraduate at the start of 
the second academic year. 


Grade level progression within the same academic year 

In standard term programs or nonstandard SE9W programs, a student 
who has already borrowed up to the annual limit within an academic year 
can receive additional loan funds if the student progresses to a grade level 
with a higher annual loan limit during that same academic year. 


For instance, if a dependent student was classified as a 2nd-year 
undergraduate in the fall, he/she might have received a first disbursement 
of up to $3,250 in Direct Subsidized/Unsubsidized Loan funds for the fall- 
spring loan. If the student achieved 3rd-year academic status based on the 
coursework completed in the fall semester, the student would now be eligible 
for the $7,500 Direct Subsidized/Unsubsidized annual limit that applies to 
3rd year and beyond dependent undergraduates. If the student had sufficient 
financial need, you could disburse the difference between the amount the 
student already received and the new annual limit in the spring term ($7,500 
minus $3,250 = $4,250). 


In all cases, the borrower may borrow the difference between the 
amount already borrowed within the academic year and the student’s new 
loan limit. Usually, the increase in the loan amount can be made as an 
adjustment to the student’s existing loan rather than making a new loan. For 
a clock-hour program, non-term program, or nonstandard-term program 
that is not SE9W, the borrower will never progress to a higher grade level 
within an academic year. In a clock-hour program, non-term program, or 
nonstandard-term program that is not SE9W that is longer than an academic 
year, the borrower moves to a higher grade level only when he or she 
completes the credit or clock-hours and weeks of instructional time in the 
BBAY. 


Grade level progression: clock-hour, non-term credit-hour, and other 
non-term programs 

In contrast, progression to a higher grade level and the beginning of a 
new academic year for loan limit purposes always happens at the same time 
for a student in a clock-hour program, non-term program, or nonstandard- 
term program in which the terms are not substantially equal in length or 
one or more terms have less than nine weeks of instructional time. In order 
to advance to the next grade level in such a program, for annual loan limit 
purposes, a student must successfully complete both the weeks and hours in 
the program’s Title IV academic year, ie., at least 30 weeks of instructional 
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Grade level progression 

While the law defines minimum coursework 
for an academic year, it doesn’t define how 
much coursework a student must complete 
to progress from one grade level to another. 
Unless a student's program of study or a 
school’s academic standards clearly specify 
when this grade-level progression takes place, 
a reasonable approach would be to base 
grade levels on the number of credits required 
for the program, divided by the number of 
academic years it takes a typical student to 
earn that number of credits. For instance, if 
your school has a baccalaureate program that 
requires 120 semester hours of work and is 
typically completed in four academic years, 
then you might use a standard of 30 hours 
completed at each grade level. 


Remedial work & grade level 
Remedial coursework can be counted towards 
the student's grade level progression, but 
only if the school's written and officially 
approved academic grade level progression 
policy specifies that remedial coursework 
can be counted for this purpose. Example: A 
school requires that the student complete 
30 semester hours to progress to second- 
year grade level, and specifies that up to 10 
of the hours may be in the form of remedial 
coursework, 
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Loan limits and work in a prior 
certificate program 

A school may not link two stand-alone 1-year 
programs by making one a prerequisite 

for admission to the other so that students 
beginning the second 1-year program 

could be classified as second-year students 
for loan limit purposes. However, hours or 
credits earned in a prior certificate program 
could be used to classify a transfer student 

at a grade level higher than grade level 1, if 
the student transfers into a program that is 
greater than one academic year in length 
and the new school accepts a year’s worth 
of credits/hours from the prior program. For 
instance, if a school admits a transfer student 
from a certificate program and accepts 900 
clock-hours that the student earned toward 
ts 1,500-hour program, the student could be 
eligible for the 2nd-year loan limits if other 
students in the program are eligible for 2nd- 
year loan limits after completing the first 900 
hours of the program. 
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time (or, for clock-hour programs, at least 26 weeks) and the credit or clock- 
hours in the academic year, whichever comes later. For instance, a first-year 
student in a 2-year non-term program who earns 36 quarter-credits over 

24 weeks of instructional time cannot progress to the next grade level until 
another 6 weeks of instructional time are completed (the point at which the 
loan period for that academic year will be completed). 


If a program can normally be completed in one year of full-time study, 
a student in that program can never receive more than the 1*-year annual 
loan limit in any given year, no matter how long it takes the student to finish. 
(Similarly, a student in a two-year program can never receive more than the 
2nd-year annual loan limit for an academic year.) 


New annual amount for same grade level 

For both standard-term programs and SE9W programs, if a student is 
enrolled at the same grade level after a full academic year has elapsed, the 
student may be eligible for a new annual maximum amount. For instance, 
if the student maintains satisfactory academic progress, he or she could 
conceivably receive two Direct Subsidized/Unsubsidized Loans at the 
maximum annual loan limit for a first-year undergraduate while completing 
the first year of the program. 


If the student is maintaining satisfactory academic progress, your school 
is not permitted to have a general policy that limits the number of times the 
student can receive the maximum annual loan limit at one grade level. A 
school may refuse to originate a loan or may originate a loan for an amount 
less than the borrower’s maximum eligibility only on a case-by-base basis. 


Transfers & grade level 

If you're awarding a Direct Loan to a student who is transferring from a 
program at another school to a program at your school that is greater than 
one academic year in length, you may use the loan limits for a student in 
the 2nd-year or higher level of study if your school classifies the student at 
that level based on the number of academic credits it accepts from the prior 
school, or based on the granting of advance standing in the new program. 
Note, however, that if an associate or bachelor’s degree is required for entry 
into a program at your school, you must use the 3rd-year loan limits for a 
student who transfers to that program. 


The “Eligibility and Certification Approval Report” (ECAR) lists 
“one-year” as the highest educational program offered by the school if its 
longest program is one year or more, but less than two years in length. 
Students in programs longer than one year can be paid as 2nd-year students 
even though the ECAR lists the school’s highest offering as “one-year.” For 
instance, if a student is enrolled in a 1,500 clock-hour program, he/she would 
be eligible for the 2nd-year loan limits after completing 900 clock-hours and 
26 weeks of instructional time. However, the loan limit would have to be 
prorated for the remaining hours of the student’s program (see next section). 
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PRORATING ANNUAL LOAN LIMITS FOR DIRECT 
SUBSIDIZED/UNSUBSIDIZED LOANS 
(UNDERGRADUATE ONLY) 

The annual maximum loan amount an undergraduate student may 
receive must be prorated when the borrower is: 


e enrolled in a program that is shorter than a full academic year; or 


¢ enrolled in a program that is one academic year or more in 
length, but is in a remaining period of study that is shorter than a 
full academic year. 


Bear in mind that loan limit proration determines the maximum loan 
amount that a student may borrow for a program or remaining balance of 
a program, not the loan amount that the student actually receives. In some 
cases, the actual loan amount that a student is eligible to receive (based on 
costs, EFC, and other aid) may be less than the prorated loan limit. 


Prorating loan limits for programs of study shorter than a full academic 
year 

If an academic program is shorter than a full academic year in length, 
you must multiply the applicable loan limit(s) by the lesser of — 


Semester, trimester, quarter, or clock-hours enrolled in program 
Semester, trimester, quarter, or clock-hours in academic year 


or 


Weeks enrolled in program 
Weeks in the academic year 


The result is the prorated annual loan limit for that program. (You may 
express these fractions as decimals to see more easily which is less or to 
calculate the prorated limit.) 


Prorating loan limits for remaining periods of study 
shorter than an academic year 

You must also prorate loan limits for students enrolled in remaining 
periods of study shorter than an academic year. This circumstance can occur 
when a student is enrolled in a program that is one academic year or more in 
length, but the remaining period of study needed to complete the program 
will be shorter than an academic year. Proration is required only when it is 
known in advance that a student will be enrolled for a final period of study 
that is shorter than an academic year. If a student originally enrolls for a 
final period of study that is a full academic year in length, but completes 
the program early in less than a full academic year, it is not necessary to 
retroactively prorate the annual loan limit. 


In a standard term program, or a credit-hour program using nonstandard 


SE9W terms, a remaining period of study is considered shorter than an 
academic year if the remaining period contains fewer terms than the number 
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Loan proration 
Direct Loans: 34 CFR 685.203(a),(b),(c) 


When and when not to prorate 
You must prorate Direct Subsidized/ 
Unsubsidized Loans for an undergraduate 
program borrower if: 

- the academic program is shorter than an 
academic year, or 

- the student's remaining period of study is 
shorter than an academic year. 


Direct Subsidized/Unsubsidized Loans are 
prorated only in these two situations. Loan 
limits are not prorated based on a student's 
enrollment status, such as when a student is 
enrolled less than full-time or is enrolled for a 
period of less than a full academic year that is 
not a remaining period of study. In addition, 
Direct Loan limits are not prorated for students 
enrolled in graduate or professional level 
programs. 


Loan proration requirements also do not apply 
to loans made to students taking preparatory 
coursework or coursework necessary for 
teacher certification. The annual loan limit 
must be prorated only when a student is 
enrolled in a program or remaining portion of 
a program that is shorter than an academic 
year. For purposes of awarding Title lV aid, 
students taking preparatory coursework or 
coursework needed for teacher certification 
are not considered to be enrolled in a 
program, . 


Note on fractions and decimals 
for prorating Direct Loans 

t is acceptable to convert the fraction to a 
decimal and then multiply the annual loan 
imit by the decimal, but this conversion is 
not a requirement. You may still choose to 
multiply the annual loan limit by the original 
fraction. However, you should be consistent 
in the method you use, since the fraction 
and decimal calculations sometimes result 
in slightly different prorated loan limits. 

The decimal method will generally—if not 
always—result in an amount that is equal to 
or slightly higher than the amount calculated 
using the original fraction. 
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Prorating annual loan limits for 
borrowers in remaining portions 
of term-based programs 


A student who is enrolled in a 4-year program 
that is offered in a Scheduled Academic Year 
consisting of three quarters plus a summer 
“trailer has completed four academic years 
of study and received four Direct Loans. The 
student needs to attend an additional quarter 
term to complete the program requirements. 
The final quarter term would fall in a new 
academic year, and thus the annual loan 

limit would have to be prorated, because the 
remaining period of study (a single quarter) is 
less than a full academic year. 


A student who is enrolled in a 2-year program 
without a Scheduled Academic Year where 
the Title IV academic year covers two 15-week 
semesters has completed two academic 

years of study, but needs to return for an 
additional semester to complete the program 
requirements. Again, the loan limit would have 
to be prorated if the student receives a loan 
for the final semester. 


of terms covered by the school’s Title IV academic year. For programs that 
are offered in a Scheduled Academic Year, the number of terms covered in 
the school’s Title IV academic year usually does not include any summer 
“header” or “trailer” term. 


In a clock-hour program, non-term program, or a program with 
nonstandard terms that are not SEW, a remaining period of study is 
considered less than an academic year for this purpose if the remaining 
period consists of fewer clock or credit hours than the program’s defined 
Title IV academic year. 


For all types of programs, where there is a remaining portion less than an 
academic year, the annual loan limit for the student’s grade level is multiplied 
by the following fraction to determine the prorated loan limit: 


Semester, trimester, quarter, or clock-hours enrolled in program 
Semester, trimester, quarter, or clock-hours in academic year 


Unlike proration for programs that are shorter than an academic year, 
there is no comparison of weeks and hours. Only the credit or clock-hours 
that the student is scheduled to attend or is actually attending at the time of 
origination are used in the calculation. 


Prorating loan limits for additional unsubsidized amounts 

For students in a program of study of at least one academic year but less 
than 2 academic years in length, the additional $2,000 in Direct Unsubsidized 
Loan eligibility is multiplied by the following ratio: 


Semester, trimester, quarter, or clock-hours enrolled in program 
Semester, trimester, quarter, or clock-hours in academic year 


For students in a program of study of less than an academic year in 
length, the additional $2,000 is multiplied by the lesser of the following 2 
ratios: 


Semester, trimester, quarter, or clock-hours enrolled in program 
Semester, trimester, quarter, or clock-hours in academic year 


or 


Weeks in program 
Weeks in academic year 
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REMAINING LOAN ELIGIBILITY FOR STUDENTS WHO 
TRANSFER OR CHANGE PROGRAMS 

The annual loan limits are based on an academic year. If a student 
transfers from one school to another school or changes to a different 
program at the same school and there is an overlap of academic years, this 
overlap may affect the amount that the student is eligible to borrow at the 
new school or for the new program. 


An overlap in academic years exists at the new school if the academic 
year at the new school (or the academic year for the new program at the same 
school) begins before the calendar end date of the academic year at the prior 
school or program. In the case of a transfer student from another school, you 
may obtain documentation from the prior school of the specific beginning 
and ending dates for the prior academic year or look for the academic year 
dates of Direct Loans originated by the prior school on the “award detail 
information page” in the Common Origination and Disbursement (COD) 
Web interface.* 


The same principles for students who transfer from one school to 
another school would apply in the case of students who change programs 
within the same school. 


For programs with standard terms or nonstandard SEQW terms (use 
SAY, BBAY 1, or BBAY 2) 

If a student enrolls in a program with standard terms (or nonstandard 
SE9W terms) after already having taken out a loan at another school with an 
overlapping academic year, the student initially may not receive more than 
the annual loan limit minus the amount received at the prior school. 


However, the student may borrow again for a subsequent term within 
the same academic year at the new school if the term begins after the end of 
the academic year at the prior school. For a subsequent term that begins after 
the end of the prior school’s academic year, but within the initial academic 
year at the new school, the student may borrow up to the difference between 
the applicable annual loan limit and the amount already received for the new 
school’s academic year, if the student’s COA supports that amount. 


For clock-hour and non-term programs, and programs with 
nonstandard terms that are not SE9W (use BBAY 3) 


Transfers between schools: 

If a student who enrolls in a clock-hour or non-term program (or a 
program with nonstandard terms that are not SE9W) after already having 
taken out a loan at another school with a period of enrollment that overlaps 
the period of enrollment at the second school, then the student is restricted to 
the remaining balance of the student’s annual loan limit until the completion 
of the academic year, which had begun at the first school and continues at the 
new school. The new school may originate an initial loan for the remaining 
portion of the program or academic year that began at the prior school. 

For more information, see the discussion under “Direct Loan periods when 
student transfers to a new school” later in this chapter. 
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* Note: Prior guidance permitted schools, 
when information about the prior school’s 
academic year was unavailable, to assume 
the academic year of the prior school was 
the beginning date of the loan period of the 
prior loan through 30 calendar weeks after the 
beginning date of the loan period. Because 
the academic year dates for Direct Loans 

are readily available in COD, a school may 
no longer make this assumption regarding 
academic year dates. 
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Direct Loan transfer loan periods 
34 CFR 685.301(a)(10)(ii), (ii) 


Transfers between programs at the same school: 

For a transfer between programs at the same school, you would look to 
the requirements for payment periods. There would be a new loan period 
with new payment periods or, if you choose to consider the student to be in 
the same payment period, there would be no new loan period. 


Same payment period and same loan period—At your option, you can 
consider a transferring student to be in the same payment period if: 
¢ ‘The student is continuously enrolled at the school; 


e The coursework in the payment period the student is transferring 
out of is substantially similar to the coursework the student will be 
taking when he or she first transfers in the new program; 


e The payment periods are substantially equal in length in weeks of 
instructional time and credit or clock-hours, as applicable; 


¢ ‘There are little or no changes in school charges associated with the 
payment period to the student; and 


e ‘The credits or clock-hours from the payment period the student is 
transferring out of are accepted toward the new program. 


If the student is kept in the same payment period, the original loan 
period should remain the same. However, you should take into account 
any changes as to when the student would complete the hours and weeks of 
instructional time of the academic year and make adjustments such as the 
ending date of the loan period or the date of the second (or any subsequent) 
disbursement(s). Any adjustments that have a direct effect or influence on 
150% subsidized loan limits must also be updated/reported to COD. 
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New payment period and new loan period 

If a transferring student is placed, or must be placed, in a new payment 
period, you would perform a Return of Title IV calculation for his or her 
withdrawal from the payment period in the old program (assuming that the 
student did not complete that payment period without starting a new one 
before transferring into the new program if the return of Title IV funds is 
done on a payment period basis, or assuming the student did not complete 
the loan period if the R2T4 is done on a period of enrollment basis). That 
calculation would close out the original loan period. Then the student 
would start over with a new loan period for his new program that uses the 
remaining annual loan limit eligibility from the prior loan period. The new 
loan period would be for an academic year using the remaining annual loan 
limit eligibility if the student’s new program is at least an academic year 
in length. If the new program is less than an academic year, the student's 
annual loan limit is the lesser of the remaining annual loan limit eligibility 
or the prorated annual loan limit based on hours to be completed in the 
new program. For guidance on loan periods for transfer students, see the 
minimum/maximum loan period sidebar earlier in this chapter. 


Student completes a program and starts another at the same school 
If a student completes a program at your school and then begins a 
new program at your school, and the student's last loan for the completed 
program is for less than an academic year, you may originate an initial loan 
for the new program with an abbreviated loan that ends on the calendar 
period ending date of the academic year associated with the prior program. 
For more detailed information, see the discussion under “Loan periods for 
a student starting a new program at the same school in the same academic 
year” later in this chapter. 


Increasing the loan when grade level changes 


during academic year 


There are two options for increasing the amount of an existing loan when a student's grade 
level changes during an academic year: 


1. Originate a new loan at the new grade level for the applicable amount (the difference 
between the new loan limit and the amount of the first loan). The loan period for the new 
loan must correspond to the term(s) during which the student qualifies for the higher loan 
limit. You could also choose to cancel any pending disbursements of the first loan and 
originate a new loan for an amount equal to the canceled disbursements of the first loan 
plus the additional amount for which the student is eligible due to the grade level change. 


2. Adjust the amount of the current loan. Change the grade level in the loan record and 
increase the amount of the existing loan to the new amount. 


With either option, the student's remaining loan eligibility must be calculated using only the 
costs and estimated financial assistance for the term(s) during which the student qualifies for 
the higher loan limit. 


As a reminder, a student can progress to a higher grade level during an academic year only ina 
program with standard terms or non-standard terms that are SE9W. 
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Direct Loan periods when student transfers to a new school 


f a student transfers into a program at a new school, and the program is not offered in either standard or “SE9W" terms, the new school 
may originate an initial loan for a loan period that covers the remaining portion of the academic year that began at the prior school, 

if the academic year for the loan at the first school overlaps the period of enrollment at the new school. The loan period for this initial 
oan is often called an “abbreviated loan period,’ because it is shorter than the loan period that would otherwise be required under the 
normal minimum loan period requirements. 


The new school may originate a loan for an abbreviated loan period regardless of whether or not the new school accepts transfer hours 
from the prior school. The abbreviated loan period begins with the date of the student's enrollment at the new school, and ends on the 
calendar period ending date of the academic year that began at the prior school, without regard to the number of credit/clock-hours 
or weeks of instructional time that the student has completed during the abbreviated loan period. After the abbreviated loan period is 
completed, the student would progress to a new loan period and academic year, and a new annual loan limit. 


If the new school accepts credits/hours from the prior school, this may give the student advance standing that reduces the length of 
time it will take to complete the program at the new school. If the remaining portion of the program at the new school following the 
completion of the abbreviated loan period is shorter than an academic year, the annual loan limit for the next loan must be prorated. 


Generally, the loan amount for the abbreviated loan period at the new school may not exceed the remaining balance of the full annual 
loan limit applicable to the student at the new school, minus the loan amount the student received at the first school for the same 
academic year. However, if the program at the new school is less than a full academic year in length, or is a remaining portion of a 
program that is less than an academic year in length, the total loan amount that the student may receive for the program at the new 
school, for the abbreviated loan period and any subsequent loan period combined, may not exceed the applicable prorated annual 
loan limit for the program or remaining portion of the program. 


When an abbreviated loan period is created where there is an overlap of academic years: 


1, The abbreviated loan period starts when the student starts at the new school. 


2 The abbreviated loan period ends when the academic year would have ended at the old school and it does not matter how 
many hours or weeks of instructional time the student has completed at the new school. 


3, The maximum loan amount that can be borrowed in the abbreviated loan period is the difference between the full 
annual loan limit applicable to the student at the new school and the loan amount that was disbursed at the old school 
during the overlapping academic year. 


4. The first disbursement of the loan for the abbreviated loan period at the new school will be made at the beginning of the 
abbreviated loan period. Unless the school qualifies based on its cohort default rate for the exemption from the multiple 
disbursement requirement, the loan must be multiply disbursed in at least two disbursements over the abbreviated loan 
period, with the second disbursement made at the calendar midpoint of the abbreviated loan period regardless of how 
many clock/credit-hours or weeks of instructional time have been completed. The normal payment period disbursement 
rules do not apply in this situation. 


5s The next loan period at the new school would begin the day after the last day of the abbreviated loan period. 


6. The next loan period would be subject to the normal BBAY3 rules in that the student must complete hours and weeks 
of instructional time before qualifying for the second disbursement and to progress to the next academic year for annual 
loan limit purposes. 


Loan periods for a student starting a new program at the same school in the same academic year: 


When a student completes a program, and the student's last loan to complete that program was for coursework less than an academic 
year in length, and the student then begins a new program at the same school that is not offered in either standard or “SE9W" terms, 
the school may originate an initial loan for the new program with an abbreviated loan period that ends on the calendar period ending 
date of the academic year associated with the prior program. Note that this exception to the normal minimum loan period rule that 
allows for an initial abbreviated loan period applies only if the student completed the first program before beginning the new program. 


Generally, the maximum loan amount that the student may receive for the abbreviated loan period may not exceed the full annual 
loan limit applicable to the student for the new program, minus the loan amount the student received during the same academic 
year for the prior program. However, if the new program is less than a full academic year in length, or is a remaining portion of a 
program that is less than an academic year in length, the total loan amount that the student may receive for the new program, for the 
abbreviated loan period and any subsequent loan period combined, may not exceed the applicable prorated annual loan limit for the 
new program or remaining portion of the program. 


The first disbursement of the loan for the abbreviated loan period associated with the new program will be made at the beginning 

of the abbreviated loan period. Unless the school qualifies based on its cohort default rate for the exemption from the multiple 
disbursement requirement, the loan must be multiply disbursed in at least two disbursements over the abbreviated loan period, with 
the second disbursement made at the calendar midpoint of the abbreviated loan period regardless of how many clock/credit-hours or 
weeks of instructional time have been completed. The normal payment period disbursement rules do not apply in this situation. 
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Transfer student with overlapping academic years 
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James transfers on September 15 into Hammett Technical College, entering a 3-year program 
that has an academic year of 26 weeks and 900 clock-hours. 


James received a Direct Loan at the prior school. The financial aid administrator at Hammett 
determines that the academic year for the most recent loan James received at his previous 
school began July 15 and was scheduled to end January 15. The aid administrator at Hammett 
may originate a loan for the period during which James would have completed the academic 
year at the prior school, which was scheduled to end on January 15th. The dates for the 
abbreviated loan period will be September 15 to January 15. During this period, James will be 
eligible to receive up to the difference between his annual loan limit at Hammet and the loan 
amount he received at the prior school for the overlapping academic year period. 


Unless Hammett qualifies for the exemption from the multiple disbursement requirement 
based on its cohort default rate, the loan must be multiply disbursed in at least two 
disbursements over the abbreviated loan period, with the second disbursement made at the 
calendar midpoint of the abbreviated loan period, regardless of how many clock-hours or 
weeks of instructional time James has completed. 


The next loan period at Hammett would begin the day after the last day of the abbreviated 
loan period. On January 16th, James will be able to start a new BBAY and loan period at 
Hammett with a new annual loan limit. Note that the payment periods for the new BBAY will 
be 450 clock-hours and 13 weeks of instructional time. 
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Proration examples for programs shorter than an 


academic year 


Example 1 


Program = 400 clock- 
hours, 12 weeks of 
instructional time 


Academic year = 900 clock hrs, 
26 weeks of instructional time 


Jill is a dependent student enrolled in a 12-week program at Hancock Career College. 
HCC defines the academic year for this program as 900 clock-hours providing 26 weeks of 
instructional time. Measured in clock-hours, Jill’s program is 400 clock-hours long. 


To determine the maximum loan amount she can borrow, convert the fractions based on 
weeks (12/26 = .46) and hours (400/900 = .44) to decimals. Multiply the smaller decimal 
(.44) by the first-year annual loan limits for a dependent undergraduate: $3,500 combined 
subsidized/unsubsidized and $2,000 additional unsubsidized. 


$3,500 x .44 = $1,540 combined subsidized/unsubsidized 
$2,000 x .44 = $880 additional unsubsidized 


The maximum combined subsidized and unsubsidized loan amount Jill can borrow for the 
program is $2,420, but no more than $1,540 of this amount may be in subsidized loans. 


Example 2 


Program = 24 quarter hours; 20 
weeks of instructional time 


Academic year = 36 credit hrs, 
30 weeks of instructional time 


Morgan is an independent student enrolled in a program at Hancock Career College that 
provides 24 quarter-hours and 20 weeks of instructional time. HCC defines the academic year 
for this program as 36 quarter-hours and 30 weeks of instructional time. To determine the 
maximum loan amount she can borrow, convert the fractions based on weeks (20/30 = .67) 
and quarter-hours (24/36 = .67) to decimals. Multiply the smaller decimal (in this case, both 
are .67) by the first-year annual loan limits for an independent undergraduate. 


$3,500 x .67 = $2,345 total Direct Loan 
$6,000 x .67 = $4,020 subsidized 


The maximum combined subsidized and unsubsidized Direct Loan amount Morgan can 
borrow for the program is $6,365, with the subsidized loan amount limited to $2,345. 
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Proration examples for remaining period of study 


shorter than an academic year 


Example 1: Academic year contains 3 quarters 
Remaining period = 1 quarter 


Fall Winter | Spring 
Fall Winter | Spring | 
Fall Winter | Spring 


Chuck has attended 6 quarters in a 2-year program at Hartlieb 
Community College, but to finish the program, he needs to 
attend an additional quarter as a half-time student (6 quarter 
hours). Chuck is a dependent undergraduate student, and 
HCC defines its academic year (covering three quarters) as 36 
quarter hours and 30 weeks of instructional time. 


To determine the prorated Direct Loan limit for Chuck’s 
remaining period of study, convert the fraction based on the 
hours that Chuck is expected to attend and the hours in the 
academic year to a decimal (6/36 = .17). 


Multiply this decimal by the second-year dependent 
undergraduate annual loan limits: $4,500 (subsidized) x 
.17 = $765 combined subsidized/unsubsidized; $2,000 
(unsubsidized) x .17 = 340 additional unsubsidized. Total 
prorated Direct limit $1,105, of which $765 may be 
subsidized. 


Example 3: Academic year contains 900 clock- 
hours and 26 weeks 
Program = 1800 clock-hours 


Year 1: Student completes 1040 clock-hours in 26 weeks 
Year 2: 750 clock-hours remaining in program 


Bulaga Career College has an 1800 clock-hour program and 
defines its academic year as 900 clock-hours and 26 weeks 
of instructional time. Sally, a dependent undergraduate 
student, successfully completes the first 900 clock-hours 

of the program in 22 weeks of instructional time. However, 
she must complete an additional four weeks of instructional 
time before she may receive a second loan. After 26 weeks 
of instructional time have elapsed, Sally has successfully 
completed 1040 clock-hours. She may then receive a 
second loan, but the loan limit must be prorated based on 
the number of clock-hours remaining in her program at 

this point. To determine the prorated loan limit for Sally's 
second loan, convert the fraction based on the number of 
clock-hours remaining to a decimal (760/900 = .84). Multiply 
this decimal by the second-year dependent undergraduate 
annual loan limits: 


$4,500 x .84 = $3,780 combined subsidized/unsubsidized 
$2,000 x .84 = $1,680 additional unsubsidized 


The total prorated loan limit for the remaining period of 
study is $5,460, not more than $3,780 of which may be 
subsidized. 
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Example 2: Academic year contains 2 semesters 
Remaining period = 1 semester 


| Fall | Spring | 


Fall Spring 


Chuck transfers to a BA program at Reiff College. 
By taking 18 hours a semester, he will be able to 
graduate in the Fall term of his second year. Chuck 
is a dependent undergraduate student, and Reiff 
defines its academic year (covering two semesters) 
as 24 credit hours and 30 weeks of instructional 
time. To determine the prorated Direct Loan limit 
for the remaining period of study, convert the 
fraction based on credit hours to a decimal (18/24 
= .75). Multiply this decimal by the fourth-year 
dependent undergraduate annual loan limits: 


$5,500 (subsidized) x .75 = $4,125 combined sub/ 
unsub; 


$2,000 additional unsub x .75 = $1,500. 


Total prorated Direct Loan limit $5,625, of which 
$4,125 may be subsidized. 


Example 4: Remaining period of study with 
scheduled period of non enrollment 


Fall | winter Spring 


McNutt Institute has an academic year that covers 
three quarters: fall, winter, and spring. Bob will be 
enrolling in the fall and spring quarters, but not the 
winter quarter, and will graduate at the end of the 
spring quarter. 


Because the fall quarter is in the same academic year 
as Bob's final quarter, it is part of the final period of 
study, even though there is a term between the final 
quarter and the fall quarter in which he will not enroll. 
McNutt Institute must award Bob separate loans for 
fall and spring. The annual loan limit must be prorated 
(because Bob's final period of study, two terms, is 
shorter than an academic year). If Bob decided to 
enroll for the winter quarter on a less-than-half-time 
basis, his remaining period of study (three terms) 
would be equal to a full academic year and proration 
would not be required, even though he would have 
no loan eligibility for the winter quarter. 
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Remaining loan eligibility on transfer/program change 


Standard term program 


A student receives a $2,000 Direct Subsidized Loan 
at School A for a loan period from May 1 to August 
31. The student, a dependent undergraduate, 
transfers to a program at School B in September 
and is admitted at grade level 2. The student 
requests a loan for the fall and spring semesters 
(September-May). School B checks COD to find the 
ending-date of the academic year began at the 
prior school, which is November 27. 


Because the academic year at School B begins 
before the end of the academic year at School 

A, the student may initially receive only up to 

a maximum of $4,500 for the fall semester at 
School B, not more than $2,500 of which may 

be subsidized. This amount represents the 
difference between the annual loan limit of $6,500 
(maximum $4,500 subsidized), and the amount 
received at School A ($2,000 subsidized) for the 
overlapping academic year period. 


The initial loan period at School B corresponds 
with the fall term. Assuming that the student 
receives the maximum of $4,500 for the fall 
semester, at the start of the Spring semester 

in January, the student may borrow up to an 
additional $2,000 (the difference between the 2nd 
year dependent undergraduate annual loan limit 
and the amount already borrowed for the fall- 
spring academic year at School B). If the student 
received the maximum $2,500 in subsidized loan 
funds for the fall term, the additional $2,000 would 
be limited to unsubsidized. 


As an alternative, School B could choose to place 
the student on a BBAY schedule beginning with 
the Spring semester. The student would then be 
eligible to borrow up to the full annual loan limit 
for a spring/summer BBAY. 


Clock-hour program 
Example 1 


A student receives the first disbursement 
($2,750) of a Direct Unsubsidized Loan at 
School A. The loan period and academic year 
dates are April 1 to December 31. For purposes 
of this example, assume that the student 

has no financial need for a Direct Subsidized 
Loan; all loan amounts here represent Direct 
Unsubsidized Loans. The student, a dependent 
undergraduate, leaves School A June 18 and 
transfers to an 1,800 clock-hour program at 


School B, and begins attendance at School B on 
June 25th. 


The student's first loan period at School B will 

be from June 25th through December 31st (the 
beginning of attendance at School B through 
the date the academic year would have ended at 
School A). The student could be begin the next 
loan period and receive a full annual loan limit 
beginning on January 1. 


For the initial loan period, School B may originate 
a loan for the difference between the student's 
annual loan limit and the loan already received 

at School A for the overlapping loan period. This 

is $2,750. After this loan period is completed, the 
student would progress to a new annual loan limit. 


Example 2 


A first-year dependent undergraduate student 
receives the first disbursements ($2,750) of a Direct 
Subsidized Loan ($1,750) and Direct Unsubsidized 
Loan ($1,000) at School A. The loan period and 
academic year dates are January 26 to July 31. 


The student leaves School A and transfers into a 
300 clock-hour/12-week program at School B on 
June 15. School B defines its Title IV academic year 
as containing 900 clock-hours and 26 weeks of 
instructional time. The prorated annual loan limits 
for the 300-hour program at School B are $1,167 
subsidized and $667 additional unsubsidized. 


For the abbreviated loan period at School B June 
15 to July 31), a transfer student would normally 
be eligible to receive the difference between 

the full first-year annual loan limit and the loan 
amount received at School A (that is, $1,750 
subsidized and $1,000 additional unsubsidized). 
In this example, however, the student may not 
receive those amounts, because they would 
exceed the prorated annual loan limits for the 
300 clock-hour program. Therefore, the maximum 
loan amounts the student may receive for the 
abbreviated loan period at School B are $1,167 
subsidized and $667 unsubsidized (the prorated 
loan limits for the program). Because the student 
has received the maximum prorated loan limit for 
the program, there is no remaining loan eligibility 
for the program following the completion of the 
abbreviated loan period. 
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AGGREGATE LOAN LIMITS 

A borrower who has reached his or her aggregate borrowing limit may 
not receive additional loans. Once the loans are repaid, in full or in part, the 
borrower may apply for additional loans. The maximum outstanding total 
subsidized and unsubsidized loan debt, excluding capitalized interest, is: 


¢ $31,000 for a dependent undergraduate student (no more than 
$23,000 of this amount may be in the form of subsidized loans). 


e $57,500 for an independent undergraduate student (or a dependent 
undergraduate student whose parents do not qualify for Direct PLUS 
Loans). No more than $23,000 of this aggregate amount may be in 
the form of subsidized loans. 


¢ $138,500 for a graduate or professional student (including loans 
for undergraduate study). No more than $65,500 of this aggregate 
amount may be in the form of subsidized loans. 


The loan amounts counted towards these maximums include 
any outstanding amounts borrowed in the form of Direct Subsidized/ 
Unsubsidized Loans, and unsubsidized Federal Stafford Loans previously 
borrowed under the FFEL program. In the case of a Direct Consolidation 
Loan (or FFEL Consolidation Loan made prior to July 1, 2010), the 
outstanding amount of the Consolidation Loan representing any 
underlying Direct Subsidized/Unsubsidized Loans that were paid off by the 
Consolidation Loan is counted toward the aggregate Stafford Loan limits. 


Subsidized Loan Eligibility Time Limitation (150% rule) NEW 

In addition to the aggregate loan limit, which limits loan eligibility based 
on the amount of funds received over a student’s academic lifetime, there 
is also a loan eligibility limitation based on the passage of time. First-time 
borrowers (those who have no principal or interest balance on any Direct or 
FFEL Loan on the date they receive a Direct Loan on or after July 1, 2013) 
may not receive Direct Subsidized Loans for a period that exceeds 150% of 
the published length of the academic program in which they are currently 
enrolled (including all past subsidized loans the student has received; see 
“subsidized usage periods” below). This length of time is also known as the 
“maximum eligibility period.” For example, a first-time borrower in a 4-year 
program would have six years of Direct Subsidized Loan eligibility, and a 
borrower in a one-year program would have 1.5 years of Direct Subsidized 
Loan eligibility. COD will edit and reject awards that would exceed 150% 
subsidized usage for a student (Reject Edit 206). 


There are two exceptions to the maximum eligibility period: First, for 
bachelor’s degree completion programs, the maximum eligibility period 
is 6 years. For purposes of the subsidized loan time limitation (aka the 
150% rule), bachelor’s degree completion programs are defined as a 2-year 
program that required an associate degree or the successful completion of at 
least two years of postsecondary coursework as a prerequisite for admission 
to the program. For such programs, schools will report a program length of 
4 years (even though the real length of the program is 2 years) and a “Special 
Program Indicator” of “B” in COD and NSLDS. 
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Aggregate loan limits 
DL: 34 CFR 685.203(d), (e) 
DCL GEN-08-08 


NSLDS on the Web 

You can review the complete student loan 
history for your students and generate reports 
on the NSLDS Professional Access website: 
https://www.nsldsfap.ed.gov/ 


NSLDS guides & help center 
Guides for Enrollment Reporting, Transfer 
Student Monitoring and other user 
documentation are currently posted on 

IFAP under “Processing Resources, NSLDS 
Reference Materials.” Also see NSLDS 
Newsletter #6, 9, 11, 17 and 23 on IFAP for 
more specific information on how the OPB 
and Agg OPB are calculated and displayed on 
NSLDS. 

Technical assistance for NSLDS is available by 
emailing: nslds@ed.gov, or calling 
1-800-999-8219. 


Subsidized loan eligibility (i) 
limitation (150% rule) 

April 20, 2015 E-Ann: Reporting issues 

July 20, 2015 E-Ann: Loss of interest subsidy 
Sept 25, 2015 E-Ann: Required reporting 

Oct 19, 2015 E-Ann: Remaining eligibility 
period of less than 1 year 

Moving Ahead for Progress in the 21st Century 
Act (MAP-21), HEA Sec. 455(q) 

Jan 17, 2014 E-Announcement (Final regs) 

First Time Borrower: 34 CFR 685.200(f)(1)(i) 
Maximum Eligibility Period: 34 CFR 685.200(f) 
(i 
Subsidized Usage Period: 34 CFR 685.200(f) 
(Gi) 
Remaining Eligibility Period: 34 CFR 685.200(f) 
(iv) 


For more information about the150% limit, see 
the 150% limit FAQ on IFAP, at: 
http//www.ifap.ed.gov/150PercentDirect 
SubsidizedLoanLimitinfo. Questions on the 
150% limit can be emailed to: /50Percent- 
Questions@ed.gov (include your organizational 
affiliation). 


Determining program length 

f the program’s published length is in months 
or weeks, length is converted to years using 
he following formula: 


Days in program 


oo = program 
Days in Title \V academic year wie 


length in years 


For these purposes, a month is considered to 
be 30 days, and a week, 7 days. 
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Reporting Academic Year 
and Loan period to COD 
GEN-13-13 

DLOps@ed.gov 
codsupport@ed.gov 

The academic year dates that you report to 
COD should correspond to the period to 
which the annual loan limit applies. For a 
term-based program, the annual loan limit will 
never apply to a single term. 


————————— 
Exceptions for borrowers 

who are enrolled in teacher 
certification programs 

There are special rules for borrowers who are 
enrolled in teacher certification programs 
where the school awards no academic 
credential and where the program leads to 

a teaching certification from the state that is 
required by the state before the borrower may 
teach elementary or secondary education in 
the state. 


Direct Subsidized Loans received for 
enrollment in such a teacher certification 
program only count against a borrower's 
maximum eligibility period for enrollment in 
other teacher certification programs. When 
a borrower enrolls in an undergraduate 
program, the Direct Subsidized Loans received 
for enrollment in the teacher certification 
program will not count against the borrower's 
maximum eligibility period for enrollment in 
he undergrad program. 


n addition, enrollment in a teacher 
certification program will never result in 

he loss of interest subsidy—either on 

Direct Subsidized Loans received for prior 
undergraduate enrollment or on Direct 
Subsidized Loans received for enrollment in a 
eacher certification program. 


Different rules for borrowers 
enrolled in preparatory 
coursework 

34 CFR 685.200(f)(6) 

The regulations provide varying treatment for 
borrowers who are enrolled in preparatory 
coursework necessary for enrollment in an 
undergraduate program or a graduate/ 
professional program. 


3-124 


Secondly, for special admission associate degree programs, the 
maximum eligibility period is 6 years. For these purposes, a special admission 
associate degree program is an associate degree program that: 


e Requires an associate degree, or the successful completion of at 
least two years of postsecondary coursework as a prerequisite for 
completion; 


e Admits only a selected number of applicants based on additional 
competitive criteria, which may include entrance exam scores, class 
rank, grade point average, written essays, or recommendation letters; 
and 


e Provides the academic qualifications necessary for a profession 
that requires licensure or certification by the State in which the 
coursework is offered. 


For such programs, schools will report a program length of 4 years (even 
though the real length of the program is 2 years) and a “Special Program 
Indicator” of “A” in COD and NSLDS. 


Subsidized Usage Periods (SUP) 

A first-time borrower’s progress toward expending his or her maximum 
eligibility period is measured in “subsidized usage periods” (SUP). Subsidized 
usage periods are calculated by the following formula, the result of which is 
rounded up or down to the nearest tenth of a year (for example, a SUP of .44 
would be rounded to .40, and a SUP of .45 would be rounded to .5): 


Number of days in the borrower's loan period for a Direct Subsidized Loan 


Number of days in the academic year for which the borrower receives the Direct 
Subsidized Loan 


The academic year referenced above is the scheduled academic year 
(SAY) or borrower-based academic year (BBAY) dates to which the annual 
loan limit applies. There are two exceptions to this calculation: 


1. Annual loan limit: When a first-time borrower receives a Direct 
Subsidized Loan equal to the annual loan limit for a loan period that 
is less than a full academic year in length, the borrower's subsidized 
usage period is one year; and 


2. Enrollment status proration: For a first-time borrower who is 
enrolled for three-quarter or one-half-time, the calculated subsidized 
usage period is prorated by .75 or .5, respectively. 


Note that ifa borrower meets the criteria for both exceptions described 
above, the annual loan limit exception will be applied, and then the 
enrollment exception will be applied. 


A borrower’s Remaining Eligibility Period (REP) is calculated by 
subtracting the sum of all prior subsidized usage periods (include ALL 
subsidized loans received over the student’s entire history of higher 
education, ) from the borrower’s current maximum eligibility period. For 
FSA HB Jul 2016 
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example, Bob currently has a subsidized usage period of two years, then 
transfers to a four-year program. Since the remaining eligibility period 

is calculated as the difference between the borrower’s current maximum 
eligibility period and the sum of all subsidized usage periods, Bob has a 
remaining eligibility period of four-years (a 6-year maximum eligibility 
period for the new program, minus the existing subsidized usage period of 2 
years). 


Subsidized usage periods for teacher-certification programs do not count 
against maximum eligibility periods for non-teacher-certification programs, 
and subsidized usage periods from non-teacher certification programs do 
not count against the maximum eligibility period for teacher certification 
programs. 


Getting cut off from subsidized loans, loss of subsidized loan subsidy 

For borrowers who have a remaining eligibility period that is less than 
an academic year, the borrower can only receive a Direct Subsidized Loan 
if the school can properly originate a Direct Subsidized Loan that creates a 
subsidized usage period that is equal to or less than the borrower’s remaining 
eligibility period. For example, if a borrower has a remaining eligibility 
period of .2 years, and is enrolled full-time in a semester-based credit-hour 
program with a need that supports receiving $4,000 in Direct Subsidized 
Loans, the minimum period for which the school could originate a loan is a 
term. Because the number of terms in a semester-based program’s academic 
year is generally two semesters, the subsidized usage period for the shortest 
loan that the school could award would be 0.5 years, which is greater than the 
student’s remaining eligibility period. Therefore, the student is not eligible for 
the subsidized loan. 


If a first-time borrower exhausts his or her maximum eligibility period 
(has a remaining eligibility period of zero or less), or has a remaining 
eligibility period that is so short than the school cannot originate another 
Direct Subsidized Loan to the student, the borrower may not receive a Direct 
Subsidized Loan, but may receive a Direct Unsubsidized Loan in an amount 
that is equal to the amount that the borrower always could have received in 
Direct Unsubsidized Loans, plus the amount the borrower otherwise could 
have received in Direct Subsidized Loans. 


A borrower loses the interest subsidy on any outstanding Direct 
Subsidized Loans (including a Direct Consolidation Loan that repaid a 
Direct Subsidized Loan) if the borrower attends any undergraduate program 
(or preparatory coursework necessary for enrollment in an undergraduate 
program) on at least a half-time basis, at a school that participates in the 
Title IV programs, while having a remaining eligibility period of zero or less. 
When interest subsidy is lost it is not retroactive. Rather, the borrower is only 
charged interest from the date the borrower loses the interest subsidy (by 
exceeding the 150% limit). Loans received for programs other than teacher 
certification programs do not lose subsidy upon enrollment in a teacher 
certification program, and loans received for teacher certification programs 
do not lose subsidy, even upon enrollment in a regular undergraduate 
program. 


The Department will track, calculate, and inform borrowers and schools 
of borrower eligibility for subsidized loans and loss of subsidy benefits based 
FSA HB Jul 2016 


When to update loan periods and 
academic years? NEW) 
Its very important to update loan periods and 
academic years in the following situations: 
Student requests the loan/disbursement 
be cancelled; 
Disbursement was not made for a term/ 
payment period included in the loan at 
origination; 
An actual disbursement was made but 
later zeroed out; 
Student enrolled in a non-term or clock- 
hour program and has failed to progress 
from one payment period to another as 
originally scheduled; 
Summer is not a required term and 
student attends the summer term and 
requests a loan for summer. 


—EEEEEE——EE—————————————_—_=_ 
Exception for borrowers 

who graduate before 

losing subsidy 

Borrowers who graduate before losing the 
interest subsidy on their Direct Subsidized 
Loans will never lose the interest subsidy on 
the loans that were outstanding at the time 
that they graduated from their program of 
study. 


NSLDS Reporting requirements 
DCLs GEN-14-07, GEN-14-17 

For details on NSLDS reporting requirements 
for loans, including reporting of additional 
data, reporting at the academic program level, 
and more frequent reporting, see DCLs GEN- 
14-07 and GEN-14-17. 
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on program length information that schools report to COD and NSLDS. It is 
essential that any changes in enrollment or program be reported to NSLDS 
in a timely manner to ensure correct calculation of subsidy periods. For each 
loan origination record, COD will send a disclosure statement which will 
include the SUP for that loan, the sum of the student’s SUPs, and the REP. 


Common reporting issues  {iJ5) 
E-Announcement April 20, 2015. 


*These programs must define their academic 
years as at least 900 clock-hours and 26 or 30 
weeks of instructional time (see Chapter 1 of : : ; : ; 
this Volume for requirements when defining There are several common mistakes in tracking and reporting students 


the academic year), even when the program progress towards the 150% limit: 


is shorter than this. When the program is 

shorter than the academic year, the student is + For standard term (and non-standard SE9W term) programs, 
considered to have a loan period equal to the reporting academic year dates that are the length of a single term— 
length of time needed to complete the credit/ All BBAY & SAY academic years for these terms consist of more than 
clock-hours in the program and an academic one term; 

year equal to the school's Title IV Academic 

year, which must adhere at least to the + For non-term, non-standard-term SE9W, and clock-hour programs, 
minimum standard (24 semester hours or 900 reporting academic year dates that result in periods shorter than 
clock-hours and 26/30 weeks of instructional what is permitted; * 

time). 


+ — Reporting “weeks” or “months” instead of years—Years is the 
measure. Report 1.5 for one year and 6 months, for example. 


+ Accidentally reporting inappropriately short program lengths— 
Program length is a 6 digit field in NSLDS, with an implied decimal 
point in between the third and fourth digits. A four-year program is 
reported as “004000.’ Reporting “000400” is a program length of just 
A years! 


150 Percent Rule: Calculation and reporting, loss of subsidy 


Kirk is enrolled in a 4 year semester-based bachelor’s degree program at McCaffrey University. Since his program is 4 years, under the 150% 
rule, Kirk has a “maximum eligibility period” of 6 years. 


McCaffrey measures Kirk's progress towards expending his maximum eligibility period by adding up all of Kirk’s “subsidized usage periods,’ or 
SUPs. Kirk is in his third year of study, so McCaffrey looks at the SUPs that COD has previously calculated for Kirk, and finds that his Sum Actual 
Subsidized Usage Period is 2 years. 


The three is the number of years of subsidized usage that Kirk has expended. Kirk has 6 years of eligibility for his 4 year program under the 
150% rule, and so his remaining eligibility period is 4 years. Because his remaining eligibility period is at least 1 year, McCaffrey awards a 
Direct Subsidized Loan to Kirk like it normally would. After McCaffrey submits records to COD indicating that Kirk is in a 4-year program, 

it receives a response from COD stating Kirk’s SUP for the loan McCaffrey just submitted, the sum of all of Kirk’s SUPs, and Kirk's remaining 
eligibility period (REP). Once McCaffrey disburses the new Direct Subsidized Loan to Kirk, his remaining eligibility period will be 3 years. 


Between his third and fourth year, Kirk decides to change to a new (also semester-based) program. His new program is 2.5 year program, 
50 his 150% limit is now 3.75 years. Even though he is studying in a different program, Kirk’s existing SUPs are taken into account when 
measuring his 150% progress. Since Kirk already has 3 SUPs, his remaining eligibility period is now just .75 years. Since Kirk will need to 
attend for 2.5 years to complete his new program, the final 1.75 years of his program will be cut off from subsidized loan eligibility. 


So when exactly does Kirk get cut off from subsidized loans? Kirk can only receive Direct Subsidized Loans if McCaffrey can properly originate 
a loan that creates a SUP that is equal to or less than Kirk’s remaining eligibility period (REP). So in this case, McCaffrey can originate a 
subsidized Direct Loan for Kirk's first Fall semester, which consists of .5 SUP, but cannot include his spring semester if Kirk attends full-time, as 
Kirk only has .25 SUP remaining, and the spring semester is .5 SUP. McCaffrey must originate only unsubsidized loans for Kirk beginning with 
the spring semester. COD will send a response to its records listing Kirk’s remaining eligibility when McCaffrey originates a loan. 


es FSA HB Jul 2016 
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150 Percent Rule: Remaining eligibility period of less than one year 


An eligible student can receive a Direct Subsidized Loan when their Remaining Eligibility Period (REP) is less than one 
year. In this case, the student can receive a Direct Loan if the school can originate a Direct Loan in compliance with all 
of the requirements in 34 CFR 685.301 (pay particular attention to minimum loan period, which varies by program 
type), and the loan’s loan period, academic year, enrollment status and loan amount result in a Subsidized Usage 
Period (SUP) that is equal to or less than the student's REP. 


For example, Chris attends a credit-hour, semester-based program at Kingsbury College, has a REP of .5 years, and is 
full-time. Chris will be able to receive a single-term subsidized loan if he’s otherwise eligible, because the minimum 
loan period for his circumstance is a semester, and the academic year will be at least two semesters. This loan for one 
semester (with a two-semester academic year) would create a .5 SUP and will expend his .5 REP. 


But consider if Chris was enrolled in a clock-hour program which is 1 year in length and had a REP of .5 years. Chris 
would not be able to receive another Direct Subsidized Loan because the minimum loan period must be, per the regs, 
one year and since the academic year would also be one year, the SUP would be one year, which is greater than Chris's 
REP of .5 years. 


As noted in the main body text section on the 150% limit, SUPs are prorated for enrollment status—multiply by .75 
or .5 for three-quarter time or half-time. As such, even when a borrower has only a small remaining SUP, it may still be 
possible for them to receive a Direct Subsidized Loan if they are enrolled less than full-time. 


Bee a a Da Be a a Be ee aD BB eB a a a 


The following three scenarios present three different loan awarding scenarios that Kingbury College faces with its 
various students. Kingsbury wonders if each loan will be accepted or rejected by COD due to the limitations related to the 
150% limit. For each case, we give the loan period, academic year and SUP, as measured in days. Will COD accept or 
reject each loan award? 


Award Scenario 1 


Remaining Eligibility Period .8 years 

Loan Period: 9/10/16- 5/10/17 (244 days) 

Academic Year: 9/10/16-5/10/17 (244 days) SUP: 244/244 = 1 year. 

COD rejects the loan, because the SUP is 1 year, exceeding the student's REP of .8 years. 


Award Scenario 2 


Remaining Eligibility Period .8 years 

Loan Period: 9/10/16- 12/20/16 (102 days) 

Academic Year: 9/10/16-5/10/17 (244 days) SUP: 102/244 = .4 years (.418 to be precise, but this is rounded to the nearest 
tenth—see the rounding guidance in the body text section on SUP calculation). 

COD accepts the loan, because the SUP is .4 years, which is less than the student's REP of .8 years. 


Award Scenario 3 


Remaining Eligibility Period .8 years 

Loan Period: 9/10/16- 5/10/17 (244 days) 

Academic Year: 9/10/16-5/10/17 (244 days) SUP: 244/244 = 1 year. 

Enrollment status: half-time 

COD accepts the loan, because the SUP is 1 year, multiplied by .5 for half-time enrollment status, resulting in 5 SUP, which 
is less than the student's REP of .8 years. 
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Financial aid history requirement 
& NSLDS 

To ensure that a student doesn’t exceed 

he annual and aggregate loan limits, the 
student's FAFSA data is matched with the 
ational Student Loan Data System and the 
student's loan history is included in the ISIR. If 
a student transfers to your school, you must 
inform NSLDS so that it can begin the Transfer 
Student Monitoring process. More detailed 
information on how this requirement applies 
© all of the FSA programs can be found in 
Volume 1, Chapter 3 of the FSA Handbook. 


Dt 
Revised formula for calculating 
unsubsidized aggregate loan 
amounts 

NSLDS now utilizes a revised formula to 
calculate aggregate loan limit amounts. 
NSLDS no longer includes Direct PLUS Loan 
amounts that can be attributed to having 
been consolidated into a Direct Unsubsidized 
Consolidation Loan when calculating a 
borrower's unsubsidized aggregate loan 
amount and combined loan limit amount. 
This change will be reflected in the NSLDS 
Professional Access website as well as on 
ISIRs. For more details on this change, see the 
E-Announcement of August 13th, 2012. 


Handling unallocated amounts in 
NSLDS 

You do not have to review unallocated 
amounts in NSLDS. NSLDS does not add the 
amount of unallocated loans when triggering 
the “close to or exceeds aggregate limits” 
flags. See NSLDS Newsletter 11, February 2006. 


Resolving conflicting information 
in NSLDS 

GEN-96-13, Q&A 37 

If you can document that the student is 
eligible for FSA funds despite the information 
shown on NSLDS, you may award and 
disburse aid. An example would be if the 
NSLDS Financial Aid History page of the SAR 
or ISIR shows that the student has a defaulted 
loan, but you have obtained documentation 
from the holder of the loan that the borrower 
had made “satisfactory arrangements to 


repay.” 
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Checking loan amounts on NSLDS 

If a student at your school has Title IV loans that were received at other 
schools, you may need to check the National Student Loan Data System 
(NSLDS) website to make sure the student still has remaining eligibility 
under the aggregate loan limits. 


As long as there is no conflicting information, you may rely on the 
financial aid history (provided on the ISIR as well as the NSLDS website) and 
the Transfer Student Monitoring process to tell you ifa student is about to 
exceed the aggregate loan limits. (The NSLDS financial aid history may affect 
eligibility for other FSA programs, so it is discussed in more detail in Volume 
1, Chapter 3.) 


The aggregate loan limits do not include accrued or capitalized interest 
or other charges. To avoid counting interest and other charges when 
determining a student’s remaining loan eligibility using NSLDS, use the 
aggregate outstanding principal balance (Agg. OPB) shown in NSLDS for each 
of the student’s outstanding loans. 


For instance, suppose a student has a Direct Unsubsidized Loan 
disbursed in the amount of $5,000. Over time, $200 in interest accrues and is 
capitalized. The total outstanding balance on the loan will be $5,200, and the 
aggregate outstanding principal balance will be $5,000. It is the last figure, the 
aggregate outstanding principal balance-as displayed in the student’s NSLDS 
Loan Detail-that you should use to determine remaining loan eligibility 
under the aggregate loan limits. 


For Consolidation Loans (both Direct Consolidation Loans and 
Consolidation Loans made under the FFEL program), which may include 
Direct Subsidized and Unsubsidized Loans and subsidized/unsubsidized 
Federal Stafford Loans, NSLDS will now show separate totals for the 
Subsidized Agg OPB and Unsubsidized Agg OPB. In addition, NSLDS 
will show a total for “Unallocated” loan amounts for loans that cannot be 
identified. You are not responsible for reviewing these Unallocated loans to 
determine their origin. 


Effect of change in student status on aggregate loan limits 

In some cases, a student may qualify for higher loan limits, but then 
lose the eligibility for the higher limits. This situation could occur because a 
dependent student’s parent received a Direct PLUS Loan after having been 
denied in previous years, and the student therefore could no longer borrow 
at the independent student loan levels, or because a student with a graduate 
degree entered an undergraduate degree program. In these cases, you only 
count the loan amounts that the student would have received under his or 
her current eligibility as an undergraduate or dependent student against the 
applicable undergraduate aggregate loan limit. 


The NSLDS website displays undergraduate and graduate aggregate 


amounts in the Aggregate Loan Information section for subsidized, 
unsubsidized, combined, and unallocated portions of consolidated loans. 
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Example: Aggregate loan limits with additional Direct Unsubsidized 


when parents are denied PLUS 


A dependent student is treated as an independent student for loan limit purposes and 
receives additional Direct Unsubsidized Loan funds (up to the additional amounts available to 
independent undergraduates) for the first 3 years at your school because a parent was denied 
a Direct PLUS Loan for each of those years, but a parent was eligible to borrow PLUS for the 
student's fourth year, the student would be eligible for the following Direct Loan amounts: 


1st year (independent student loan limit) = $9,500 (maximum $3,500 subsidized) 
2nd year (independent student loan limit) = $10,500 (maximum $4,500 subsidized) 
3rd year (independent student loan limit) = $12,500 (maximum $5,500 subsidized) 


For each of the first three years, the student receives the maximum subsidized amount and 
the maximum additional unsubsidized amount. In the 4th year, the parent is eligible to 
borrow a Direct PLUS Loan, so the student is then subject to the annual and aggregate loan 
limits for a dependent undergraduate. Although it might appear that the student would 
have no remaining loan eligibility for year 4 because the total amount received for years 1-3 
exceeds the $31,000 dependent undergraduate aggregate loan limit, the additional Direct 
Unsubsidized Loan amount that the student received as a result of the parent PLUS denials 
in the first three years of the undergraduate program does not count against the $31,000 
dependent aggregate limit. 


The student received a total of $19,000 in additional Direct Unsubsidized Loan funds for the 
first three years ($6,000 each in years 1 and 2, and $7,000 in year 3). Of this total additional 
unsubsidized amount, the student would have been eligible to receive $6,000 ($2,000 each 
year) as a dependent undergraduate if the student's parent had qualified for a Direct PLUS 
Loan. The extra $13,000 in unsubsidized funds that the student received as a result of the 
parent being unable to obtain a Direct PLUS Loan for the first three years ($4,000 in years 1 
and 2, and $5,000 in year 3) is not counted against the $31,000 dependent undergraduate 
aggregate when determining the student's loan eligibility for year 4. Excluding this amount, 
only $19,500 of the total $32,500 the student received for the first three years counts against 
the $31,000 dependent undergraduate aggregate loan limit. This means that for year 4, the 
student is eligible to receive up to the full annual loan limit for a dependent undergraduate: 


Ath year (dependent student loan limit) = $7,500 


The undergraduate aggregate section will display only if the student has 
undergraduate loans and the graduate aggregate section will display only 
if the student has graduate loans. Also on the NSLDS website, the Exceeds qrastmentetconclidsiad’ 
Loan Limits warning symbols provide automatic filters to display the Loan reetment er consolidate 
Summary list on the Loan History web page to show those loans that were Perelas tonne 
; ed . a : Pee - : f A consolidated Perkins Loan is not counted 
attributed to the applicable loan limit overage. These website tools will assist toward the aggregate Direct Loan limits. 
with separating undergraduate, graduate, and overall loan totals, and will aid 


in eligibility determinations. 
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Regaining Title IV Eligibility after 
exceeding loan limits 

34 CFR 668.35(d) 

DCL GEN-13-02 


Consolidation of loan amounts 
that exceed the annual or 
aggregate loan limit 

If a borrower who inadvertently received 
more than the annual or aggregate loan 
limits has consolidated the loan(s) that 
caused the borrower to exceed the loan 
limit, the consolidation loan is considered 
to be a satisfactory arrangement to repay 
the excess amount that restores the 
borrower's eligibility for FSA aid. (Note, 
however, that consolidation of an amount 
that exceeded the aggregate Direct 
Subsidized/Unsubsidized Loan limits does 
not automatically make a student eligible 
for additional Direct Loan funds.) 


EFFECT OF OVERBORROWING THEN REGAINING 
ELIGIBILITY 

A student who has inadvertently received more than the annual 
or aggregate loan limits is ineligible to receive any FSA funds until the 
overborrowing is resolved. The student can regain eligibility for aid by 
repaying the amount that exceeded the annual or aggregate loan limits, or 
by making satisfactory arrangements with the loan servicer to repay the 
excess amount. The loan servicer will allow a borrower to “reaffirm” that 
he or she will repay the excess according to the terms and timing of the 
original promissory note. For more detail on the various steps involved in 
reaffirmation, see Dear Colleague Letter GEN-13-02. 


If the inadvertent overborrowing occurred at your school, you should 
work with the student and the loan holder to ensure that the necessary 
actions are taken to restore the student’s eligibility. Overborrowing is not 
considered inadvertent if there is any evidence that the overborrowing was 
the result of deliberate action on the part of the school that determined 
the borrower’s eligibility for the loan, or on the part of the borrower who 
received the loan. If you determine that the overborrowing was the result of 
deliberate action on the part of another school or the borrower, you must 
notify your FSA School Participation Team and provide evidence. 


Once you have documented that the student has either repaid the 
excess loan amount or has made satisfactory arrangements with the loan 
holder to repay the excess amount, you may award additional aid. However, 
the student may or may not be eligible to receive additional loan funds, 
depending on the circumstances. For example, a dependent undergraduate 
who inadvertently exceeded the $23,000 (subsidized) aggregate limit could 
not receive any additional Direct Subsidized Loan funds as a dependent 
undergraduate unless the outstanding debt was paid down below the $23,000 
limit. 


However, the student could potentially receive additional Direct 
Unsubsidized Loan funds, up to the $31,000 aggregate loan limit, or non-loan 
aid. An independent undergraduate who inadvertently exceeded the $23,000 
subsidized limit (but who has not reached the $57,500 combined aggregate 
loan limit for independent undergraduates) could borrow additional Direct 
Unsubsidized funds once he or she makes satisfactory arrangements to repay 
the subsidized amount that exceeds $23,000. For more on overborrowing and 
overawards, see Volume 5. 


The effective date when a student regains eligibility for the Pell Grant, 
Campus-Based, TEACH Grant, and Iraq & Afghanistan Service Grant 
programs begins with the payment period in which the overborrowing was 
resolved, and for Direct Loans, eligibility is retroactive to the beginning of the 
academic year in which the overborrowing was resolved. 
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Review of the Direct Loan process 


The process for completing the Master Promissory Note (MPN) for a Direct Loan and making the initial loan 
includes the following elements, though some school procedures may be in a slightly different order. In 
completing several of these steps, the website www.studentloans.gov may be helpful. 


Student applies for aid. 
The student fills out the FAFSA (or a renewal FAFSA). 


School determines eligibility and loan amount. 
The school confirms the student's eligibility for federal student aid, determines the loan period and loan 
amount, and packages the loan(s) requested. 


Origination. 
The school originates the loan. 


* In the Direct Loan Program, the school submits an origination record to COD and receives an 
acknowledgment from COD. 


Student completes MPN. 
The student fills out an MPN for the initial loan. 


* The Borrower's Rights and Responsibilities Statement is included in the MPN. 


Disclosure & entrance counseling. 

Either before (up to 30 days prior) or at the time of the first disbursement (and no later than 7 days after 
disbursement/crediting the student's account, if you don’t obtain the borrower's affirmation/authorization 

for the loan, or no later than 30 days after disbursement/crediting the student's account if you do obtain the 
borrower's affirmation/authorization for the loan), the borrower must be given a disclosure statement (usually 
provided by the Department) with specific information about the types of loans the borrower is getting, 
anticipated disbursement amounts, anticipated disbursement dates, and instructions on how to cancel the 
loans. 


* First-time Direct Subsidized/Unsubsidized Loan and Direct Grad PLUS borrowers must complete entrance 
counseling before a disbursement can be made. (See Volume 2, Chapter 6.) 


Disbursement to the borrower. 
The school (after checking that the borrower is still eligible) disburses the loan funds to the student’s account 
or directly to the borrower, and notifies the borrower of each disbursement. 


Making subsequent loans. 

If the MPN is used as a multi-year note, a new MPN is not required for subsequent loans. However, your 

school must use a confirmation process (either active or passive) for subsequent loans, and the borrower 

must receive a Plain Language Disclosure, at or prior to the disbursement of any subsequent loans provided 

under an existing MPN. (The Plain Language Disclosure is usually sent to the borrower by the Department.) If 

the MPN is not used as a multi-year note, a borrower completes a new MPN for each subsequent loan period. 

Note that one common reason a multi-year MPN may be changed to a single-year note is the case of a Direct 

PLUS Loan that has an endorser. 

For your reference, sample copies of the MPN and related materials are available online at: 
https://studentaid.ed.gov/sa/fafsa/next-steps/accept-aid/mpn 


There are two methods of MPN processing: paper and electronic. The-address for express and overnight 
delivery of paper Master Promissory Notes is: 

Department of Education 

100 Capitol Commerce Blvd 

Montgomery, AL 36117 
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Sabet ey. Campus- 
Based Ai 


CHAPTER 6 


Your school has more latitude in selecting recipients of its Campus-Based funds than in Pell or Direct 
Loans. This chapter discusses the criteria that you must consider when selecting Campus-Based 
recipients and the amounts that you may award to them. In addition, the student must meet the general 
eligibility criteria discussed in Volume 1, and your Campus-Based awards may not exceed the student’ 


financial need, as described in Chapter 7 of Volume 3. 


GENERAL CAMPUS-BASED AWARD RULES 


Selecting independent & part-time students 

If any part of a school’s FSEOG, FWS, or Federal Perkins Loan allocation 
is directly or indirectly based on the financial need of independent students 
or students who are attending part-time, then you must offer a reasonable 
proportion of the FSEOG allocation, the FWS allocation, and the dollar 
amount of the loans made from the Perkins revolving fund to such students. 
This requirement includes part-time students at eligible additional locations, 
as well as part-time students on the main campus. A policy that excludes 
part-time or independent students is not acceptable. 


“Part-time students” also includes correspondence students. To be 
considered enrolled in a program of correspondence study, the student must 
be enrolled in a degree-seeking program and must have completed and 
submitted the first lesson. 


Uneven costs/unequal disbursements 

If the student incurs uneven costs or receives uneven resources during 
the year and needs extra funds in a particular payment period, you may make 
unequal disbursements of FSEOG and Perkins. There is no explicit provi- 
sion for unequal disbursements in FWS. However, because FWS wages are 
disbursed as work is performed, usually on a weekly or biweekly schedule, 
total disbursement amounts are likely to be different from one payment 
period to the next. In addition, as we'll discuss in the FWS section, a student 
may be paid for work performed during certain periods of nonattendance. 


Summer school and special sessions 

A student who enrolls as a regular student in an eligible program during 
summer school or a special session may receive Campus-Based aid if he or 
she meets the same general eligibility requirements that apply to a student 
enrolled in a regular session. If a student is not enrolled during the summer 
or special session, the student is not eligible to receive Campus-Based aid 
during the period of nonattendance, except in the case of an FWS job. (See 
FWS discussion in this chapter.) 
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Chapter Highlights 


Hl FSEOG: 

> Undergraduate only — see Volume 1 for rules. 
=> Maximum $4,000, Minimum $100. 

> Priority order for FSEOG recipients is based on Pell 
eligibility and lowest EFCs. 


Hl Perkins: 

> Undergraduate/graduate eligibility. 

> Undergraduate: $5,500 annual and $11,000/$27,500 aggregate. 
> Graduate: $8,000 annual and $60,000 aggregate. 

> Selection based on exceptional financial need as defined by 
school. 

> Also note Equal Credit Opportunity requirements. 


Hl FWs: 

> Undergraduate/graduate eligibility. 

> Awards based on academic workloads & other factors, packaged 
based on net earnings, after taxes and job-related costs are 
subtracted. 

> Student may be employed during certain periods of 
Nonattendance. 


Hl Related Information: 

> See Chapter 7 of this volume for a discussion of packaging 
Campus-Based aid with other assistance so as not to exceed the 
student's financial need. 

> See Volume 7 for rules on undergraduate vs. graduate status. 
> See Volume 4 for rules governing timing of disbursements & 
general FSA funds management. 

> See Volume 6 for information on operating an FWS or Perkins 
Loan program, including allowable types of employment, JLD and 
Work-Colleges, due diligence in making Perkins Loans, terms of 
repayment, etc. 


Selecting independent and part- 
time students 
34 CFR 674,10(b), 675.10(c), 34 CFR 676.10(b) 
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FSEOG cites 

Selection Procedures 34 CFR 676.10 

Frequency of disbursements 34 CFR 676.16(a) and (e) 
Minimum and maximum awards 34 CFR 676.20 


Award year & payment period 
“Award year” is defined as “the period of time from July 1 of one year 
through June 30 of the following year.” 

Institutional Eligibility regulations, 34 CFR 600.2 

As discussed in Chapter 7 of this volume, the payment period for a 
program that uses standard academic terms is a semester, trimester, 
or quarter. See Chapter 7 for a description of payment periods in 
programs not using terms or not using standard terms. 

Payment period defined: 34 CFR 668.4 


FSEOG & Pell LEU 

Students who have reached or exceeded 600% of their Pell or Iraq & 
Afghanistan Service Grant LEU may still be eligible to receive FSEOG, 
however, they are in the second selection group. 


FWS and FSEOG and the 
Sequester 

For the 2016-17 award year, funding for both FWS and FSEOG will 
be reduced, which will be reflected in the 2016-17 final institutional 


allocations released in the spring of 2016. 


Selecting FSEOG prohibitions 

A school would not be in compliance with the Higher Education 

Act, as amended, and with the FSEOG regulations were it to award 
FSEOGs on a first-come, first-served basis or were it to arbitrarily set 
expected EFC benchmarks (cutoffs) from below which it would select 
FSEOG recipients. Such a practice might exclude otherwise eligible 
students from the selection process. Furthermore, professional 
judgment is not an appropriate means of attempting to resolve the 
indicated circumstance; professional judgment is applicable only to 
making an adjustment or adjustments to a data element used in the 
calculation of the EFC or in the COA, not as a means to circumvent the 
FSEOG selection policy. 


FSA Assessments 

To assess your school’s compliance with the provisions of this chapter, 
see the FSA Assessment modules: Awarding & Disbursement, FSEOG 
and FWS Programs under the “Campus-Based Programs” category, 


at: http://ifap.ed.gov/qahome/fsaassessment.html. 
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AWARDING FSEOG 


Award amounts 

The maximum Federal Supplemental Educational Opportunity Grant 
(FSEOG) for a full academic year is usually $4,000. However, you may 
award as much as $4,400 to a student participating in a study-abroad 
program that is approved for credit by the home school. The minimum 
FSEOG amount is $100, but you may prorate this amount if the student is 
enrolled for less than an academic year. 


The FSEOG maximum award for a student applies to both the federal 
share and the required non-federal share. However, when your school has 
a waiver of the non-federal share, the FFEOG maximum applies to just the 
FSEOG federal funds. When there is no waiver, the FSEOG federal dollars 
awarded to a student are considered to be 75 percent of that student’s total 
FSEOG award, and the school must account for the remaining 25 percent 
non-federal share, regardless of the type of school resources used and the 
method used to match. For more detail on the requirements of federal and 
non-federal shares, see Volume 6, Chapter 1. 


Selecting FSEOG recipients 

When awarding FSEOG funds for an award year, you must first select 
students with the lowest expected family contributions (EFC) who will also 
receive Pell Grants in that award year. This group is known as the FFEOG 
first selection group. A student who will receive a Pell Grant in the award 
year is a student who has demonstrated Pell Grant eligibility for the same 
award year based upon an EFC that you have calculated for the student or 
the EFC on the student’s valid SAR or ISIR. 


A student who receives a Pell Grant at any time in the award year may be 
awarded an FSEOG for that award year; the student does not have to receive 
a Pell Grant in the same payment period as the FSEOG. For example, in the 
case of a student who receives a Pell Grant for the fall semester only due to 
reaching his lifetime eligibility used (LEU), the student may be awarded an 
FSEOG for both the fall semester and subsequent spring semester. 


If you have remaining FSEOG funds after making awards to all Pell 
Grant recipients for that award year, you must next select students with 
the lowest EFCs who are not receiving Pell Grants. This group of students 
is known as the FSEOG second selection group. This group also includes 
students who have exceeded their LEU. LEU is covered fully in Chapter 3 of 
this volume. 


You must keep documentation of the eligible EFC that was calculated 
for the student, and you must confirm Pell Grant eligibility prior to disburse- 
ment of the FSEOG. If the FSEOG recipient does not actually receive a Pell 
Grant during the award year, but the documentation shows that the FFEOG 
award and disbursement was made in good faith, you are not required to 
recover the FSEOG funds. If the student loses Pell Grant eligibility prior to 
disbursement of the FSEOG, you must cancel the FSEOG award. 
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Crossover payment period 

Certain flexibilities exist when determining whether a student is consid- 
ered to be in the FSEOG first selection group during a crossover payment 
period, that is, a period that begins before July 1 of any award year and ends 
after July 1 of that same award year. Ifa student will also receive a Pell Grant 
during a payment period that occurs in two award years and the student is 
among those students with the lowest EFCs, the student satisfies the FFEOG 
first selection group requirements for the same crossover period regardless of 
which award year the Pell Grant funds are attributed. 


In order to be considered part of the FSEOG first selection group, a 
student does not necessarily have to receive a Pell Grant in the same cross- 
over payment period. A student can also be awarded FSEOG funds under 
the FSEOG first selection group requirements during a crossover payment 
period, from either award year’s allocation, as long as the student will also 
receive a Pell Grant in the award year to which the crossover payment period 
is attributed for Pell Grant purposes. 


Establishing categories of students 

Your selection procedures may specify categories of students to ensure 
that the students in each category have an opportunity to be awarded 
FSEOG funds. Categories may be based on class standing, enrollment status, 
program, date of application, or a combination of factors. You may choose to 
assign a percentage or dollar amount of FSEOG funds to each category; there 
is no requirement to make the percentage or dollar amount proportional 
to the need of students in a particular category or even to the number of 
students in the category. However, categorization may not be used to exclude 
certain students or groups of students from consideration. If you know that 
your school’s funds are so limited as to effectively exclude year after year 
categories that come later in the sequence, your school may not be in compli- 
ance with the “reasonably available” provision. 


Your school’s written selection procedures must ensure that FSFEOG 
recipients are selected on the basis of the lowest EFC and Pell Grant priority 
requirements over the entire award year. If your school enrolls students as of- 
ten as monthly or weekly, FSEOG funds can be reserved for use throughout 
that award year (on the basis of your school’s experiences from previous pe- 
riods), and selection practices can be applied in a manner that would assure a 
reasonable consistency over the entire award year. 


When you use categories to package FSEOG, within each category you 
must first award the assigned FSEOG funds to students with the lowest EFCs 
who will also receive a Pell Grant. If FSEOG funds assigned for that category 
still remain, you must next award FSEOG funds to students in the category 
with the lowest EFCs who will not receive a Pell Grant. 


Frequency & amount of FSEOG disbursements 

If you're awarding an FSEOG for a full academic year, you must pay 
a portion of the grant during each payment period, even if the student’s 
program doesn’t use standard academic terms. (See Chapter 1 of this volume 
for an explanation of payment periods.) 
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Perkins citations 

Federal Perkins Loan Extension Act of 2015 
Remaining Perkins Loan authority 

DCL GEN-16-05 

Selection procedures: 34 CFR 674.10 

Perkins Disclosures 34 CFR 674.16 

Exceptional need: 34 CFR 674.10(a)(1) 

Must have estimate of Pell eligibility: 34 CFR 674.9(d) 
Selection of independent & part-time students: 
34 CFR 674.10(b) 

Equal credit opportunity: 34 CFR 674.20 


Graduate/undergrad status in 
teacher certification program 

A student enrolled in a teacher certification program may be 
considered either an undergraduate or a graduate student. Ifa 
teacher-certification student has already borrowed the maximum 
aggregate allowed for an undergraduate but your school considers 
the student to be a graduate student, the student is eligible to 
receive an additional Perkins Loan. At the point the school classifies 
and treats this student as a graduate student, he/she would only be 


eligible for graduate level FSA aid. 


th 
Uneven costs/unequal 
disbursements example 

Dan will receive a $1,000 Perkins Loan and must spend $300 for 
books and supplies at the beginning of the school year. Ingram 
College could disburse that $300 along with the first payment. To 
determine the first payment, Ingram College subtracts the extra 
amount (in this case, $300) from the total loan ($1,000) and divides 
the remainder ($700) by the number of payment periods (in this 
case, 2). Ingram then adds the regular amount for one payment 
period ($350) to the extra amount ($300) to determine the initial 
payment ($650). The remaining amount ($350) is then disbursed 
during the second payment period for a total loan of $1,000. 


To determine the amount of each disbursement, you would usually 
divide the total FFEOG award by the number of payment periods the student 
will attend. However, you are allowed to pay an FSEOG in unequal amounts 
if the student has costs or resources that are different for different payment 
periods. You may make payments within a payment period in whatever 
installments will best meet the student’s needs. 


AWARDING PERKINS LOANS NEW) 


The Federal Perkins Loan Extension Act has extended Perkins Loan eligi- 
bility. As noted in Dear Colleague Letter GEN-16-05, schools may not make 
Perkins Loans to graduate student borrowers after September 30, 2016, and 
to undergraduate student borrowers after September 30, 2017. The previous 
grandfathering provisions no longer apply. 


Before awarding an undergraduate student Perkins Loan funds, if they 
have any existing balance on a Perkins Loans, you must first award the 
student all Direct Subsidized Loans for which they are eligible. If the prospec- 
tive Perkins borrower does not have an outstanding Perkins balance, before 
awarding them Perkins funds, you must first award all Direct Subsidized and 
Unsubsidized Loan funds for which the student is eligible. 


In order to award Perkins funds to a graduate student, the student 
must have received a Perkins loan prior to October 1, 2015, and must 
have received his or her most recent Perkins Loan from your school, for a 
program at your school, and the new loan must enable the grad student to 
continue or complete the academic program for which they received their 
most recent Perkins loan. 


The maximum amount an undergraduate student may borrow is $5,500 
per award year; the maximum for a graduate or professional student is $8,000 
per award year. 


Like Direct Subsidized/Unsubsidized and Direct PLUS Loans, Perkins 
Loans also have aggregate loan limits: 


e $11,000 for any student who has not completed two academic 
years of undergraduate work. 


e $27,500 for an undergraduate student who has completed two 
academic years and is pursuing a bachelor’s degree. 


¢ $60,000 for a graduate or professional student, including loans 
borrowed as an undergraduate student. 


The aggregate loan limit includes only unpaid principal. (Previously, a 
student who had borrowed the maximum cumulative amount for a graduate 
or professional student would not be eligible for another loan even if the 
student had repaid part or all of the amount he or she had borrowed.) The 
annual maximums and aggregate maximums include any amounts borrowed 
previously under the Federal Perkins Loan Program, including National 
Direct/Defense Student Loans. 
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Equal Credit Opportunity Act (ECOA) rules 


A school making Perkins Loans is subject to the requirements of the ECOA. With only limited exceptions, the ECOA prohibits a lender from considering 


the applicant's age, race, color, religion, national origin, sex, marital status, or receipt of public assistance when evaluating loan applications. Lenders are 


Not permitted to consider whether the applicant has a telephone, whether the applicant's sources of income are from retirement benefits or part-time 


employment, or whether the applicant might bear or rear children. 


In the case of a “special purpose credit program” that uses financial need as a criteria for the loan, a lender may collect certain borrower information. The 


Perkins program is considered a special purpose credit program, therefore you “may request and consider, in determining an applicant's eligibility for the 


program, information regarding the applicant's marital status; alimony, child support, and separate maintenance income; and the spouse's financial resources.” 


This information is collected on the FAFSA. 
ECOA regulations: 12 CFR 202 


For more detail on making Perkins loans to undergraduate and graduate 
students, see Appendix A of Volume 6 of the FSA Handbook. 


Perkins eligibility criteria 

When awarding Perkins Loans, you must give priority to those students 
with exceptional financial need, as defined by your school. Your school’s 
Perkins selection procedures must be in writing, uniformly applied, and kept 
on file at the school. See Volume 2 for record retention and consumer infor- 
mation requirements. 


Before you may award a student a Perkins Loan, you must determine 
the student’s Pell Grant eligibility. You may use an unofficial calculation to 
determine Pell Grant eligibility before a student has filed a Free Application 
for Federal Student Aid (FAFSA). However, your school may not disburse the 
Perkins Loan until you have received the student’s official EFC for that award 
year (on the student’s valid SAR or ISIR). 


Additional Perkins disclosures 

In addition to disclosures required under the existing 34 CFR 674.16, the 
Perkins Loan Extension Act requires additional disclosures before you make 
a first disbursement of a Perkins loan: 


e A notice and explanation regarding the end of future availability of 
Perkins Loans; 


e A notice and explanation that repayment and forgiveness benefits 
available to Direct Loan borrowers are not available to Perkins Loan 
borrowers; 


e Anotice and explanation regarding the borrower's option to consoli- 
date a Perkins Loan into a Direct Consolidation Loan, including any 
benefit of consolidation; 


e For current undergraduate borrowers, a notice and explanation pro- 
viding a comparison of interest rates of Perkins Loans and Direct 
Loans, and informing the borrower that the borrower has reached 
the maximum annual borrowing limit for Direct Subsidized Stafford 
Loans; and 


e For new undergraduate borrowers, a notice and explanation provid- 
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Calculating Maximum Gross 
Earnings example 

Chris has unmet financial need of $1,000 at Peterson University. 
Because Chris has a Social Security tax of 7.65% (that will not be 
refunded) and $108 in job-related costs, the school may allow Chris 
to earn an FWS award amount that is higher than his $1,000 unmet 
financial need in order for him to earn the allowable $1,000 net FWS 


earnings. 


To calculate the FWS award amount to reflect the maximum gross 
FWS earnings that Chris may earn without the net FWS earnings 
exceeding the student's $1,000 financial need, the school must do 
the following: 


1. Add the amount of job-related costs to the amount of his 
unmet need ($108 + $1,000 = $1,108) for a total of $1,108. 


2. Account for the Social Security tax by determining that his 
net FWS earnings are 92.35% of his gross earnings (100% - 
7.65% = 92.35%) or (.9235). 


3. _ Divide the total in step 1 by the ratio in step 2 ($1,108/.9235 
= $1,199.78) for a result of $1,199.78 ($1,200 after 
rounding). 


Peterson University may give Chris a $1,200 FWS award and his net 
FWS earnings will not exceed his $1,000 unmet financial need. 


Certain FWS students exempt 
from FICA taxes 

Under certain IRS specified conditions, FWS student wages for 
students employed by the school may be exempt from FICA taxes (for 
more detail, see http://www. irs.gov/Charities-&-Non- 
Profits/Student-Exception-to-FICA-Tax). 
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Taxes and job-related costs cite 
34 CFR 675.25(a) 


Work during nonattendance 

For further information about working during vacation periods 
or periods of nonattendance, see the discussion of enrollment 
requirements in Volume 7. 


FWS for period preceding study 
abroad 

A student in an eligible study-abroad program may be employed 
during a period of nonattendance preceding the study abroad if he or 
she will be continuously enrolled in his or her American school while 
abroad and if the student's study is part of the American school’s own 
program. In such a case, a student may be employed in a qualified 
position in the United States, at the American school’s branch 
campus in a foreign country, or at a U.S. government facility abroad. 


FWS and minisessions 

If your school combines a series of minisessions or modules into one 
term (e.g., three summer minisessions into one summer semester), 
an FWS student attending any of the minisessions may earn FWS 
wages at any time throughout that term. You may apply those 
earnings towards the student's financial need for the minisession(s) 
attended and/or the next period of enrollment. You must base the 
student's financial need for attending the summer term on the 
period when the student is actually enrolled in the minisessions. 
The amount of FWS wages a student may earn at any given point in 
the term does not depend on whether or not the student is enrolled 
ina minisession at that time. You have some flexibility in deciding 
with the student how to distribute the hours worked throughout the 
summer term. (See the example in the sidebar below.) 


Minisession example 

Lutz University has a summer term made up of three minisessions. 
Robert enrolls in classes for the June and August minisessions but 
does not enroll in any classes for the July minisession. Robert has 

a financial need of $500 for his attendance in two of the summer 
minisessions. Robert also plans to enroll in the following fall semester 
and has a remaining need of $250 for that semester. Robert is 

given a $750 FWS award in the summer ($500 for the two summer 
Minisessions and $250 for the fall semester). Robert knows his June 
minisession courses will be very demanding and he will not have 
time to work. So, Robert earns $500 during the July minisession 
when he has no classes. Robert has classes again in August, but his 
academic workload is lighter. In August, Robert earns $250 towards 
his education costs in the upcoming fall semester. 
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ing a comparison of the interest rates of Perkins Loans and Direct 
Loans, and informing the borrower that they have reached the maxi- 
mum borrowing limit for Direct Subsidized and Unsubsidized Staf- 
ford Loans. 


AWARDING FEDERAL WORK-STUDY (FWS) 


Unlike the other two Campus-Based Programs, the FWS Program does 
not require that priority be given to students who have exceptional financial 
need. However, you must make FWS jobs reasonably available, to the extent 
of available funds, to all eligible students. Your selection procedures must be 
in writing, uniformly applied, and kept in your school’s files. 


There are no specific award limits for FWS earnings, other than the 
requirement that the amount of the FWS award not exceed the student’s 
financial need. For a full discussion of packaging FWS with other aid, see 
Chapter 7 in this volume. 


When deciding on an appropriate FWS award for a student, you should 
consider the student’s academic workload and any other factors that might 
affect the hours that a student could work each week. 


Basing FWS awards on net work earnings 

The gross amount of the award is based on the total number of hours 
to be worked multiplied by the anticipated wage rate. For awarding and 
packaging purposes, you should use the student’s net FWS earnings, which 
exclude taxes and job-related expenses. To determine the student’s net FWS 
earnings, you should subtract any job-related costs and non-refundable taxes 
from the student’s gross FWS earnings. If you are certain that the student’s 
federal or state taxes paid will be refunded, you should not subtract those 
taxes paid from the student’s gross earnings. 


Job-related costs are costs the student incurs because of his or her job. 
Examples of job-related costs include uniforms, the cost of meals at work, 
and transportation to and from work. For work during vacation periods, job- 
related costs can include room and board as long as the FWS student incurs 
these costs only because of the FWS employment. For example, room and 
board during the summer cannot be included in job-related costs if the FWS 
student also takes summer courses. 


Earnings for the next period of enrollment 

Many FWS students must pay the bulk of their education costs in the 
beginning of each period of enrollment, before they have had a chance to 
earn FWS wages. Therefore, you may allow a student to earn FWS wages to 
cover educational expenses in the next period of enrollment that your school 
offers. The student must be planning to enroll in that next period of enroll- 
ment and must demonstrate financial need for that period of enrollment. 
The next period of enrollment is usually the next term, including a summer 
period, or in the case of summer earnings, the next full academic year. 
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A student may earn FWS funds for the next period of enrollment during 
any period of enrollment, including a period of enrollment that is comprised, 
in whole or in part, of minisessions. A student may also earn FWS wages 
towards the next period of enrollment during a period of nonattendance, as 
discussed below. 


Working during periods of nonattendance 

A student may be employed under FWS during a period of nonatten- 
dance, such as a summer term, an equivalent vacation period, the full-time 
work period of a cooperative education program, or an unattended fall or 
spring semester. To be eligible for this employment, a student must be plan- 
ning to enroll for the next period of enrollment and must have demonstrated 
financial need for that period of enrollment. The student’s net earnings (earn- 
ings minus taxes and job-related costs) during this period of nonattendance 
must be used to cover expenses associated with his or her financial need for 
the next period of enrollment. 


When a student who had an FWS job in a period of nonattendance fails 
to enroll in the next academic period, you must be able to demonstrate that 
the student was eligible for employment and that, at the time the FWS was 
awarded, you had reason to believe the student intended to enroll in the next 
period. At a minimum, you must keep a written record in your files showing 
that the student had accepted the school’s offer of admittance for the next 
period of enrollment. If, during the period of nonattendance, you learn that 
the student will no longer enroll in the next period of enrollment, the student 
must immediately stop working under FWS. 
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Packaging Aid 
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CHAPTER 7 


Once you've received the student’s FAFSA information (including EFC) and calculated the 
student’s aid eligibility, you can package the student’s aid. The general rule in packaging is 
that the student’s total financial aid and other Estimated Financial Assistance (EFA) must not 
exceed the student’s financial need. If you discover that the student has other EFA that causes 
the aid package to exceed the student’s need, you must attempt to adjust the aid package to 
eliminate the overaward. If the overaward can’t be eliminated, you must follow the overaward 


procedures in Volume 5. 


In earlier chapters of this volume, we described how to calculate 
student awards, based on costs, period of enrollment, and statutory award 
maximums. Except for Pell Grants, FSA award amounts are also constrained 
by the other aid that a student receives, known as estimated financial 
assistance (EFA). The general rule is that the student’s total aid may not 
exceed the student’s financial need. (Need = Cost of Attendance minus EFC.) 


The cost of attendance for the Campus-Based, TEACH Grant, and 
Direct/Direct PLUS Loan programs is based on the student’s enrollment 
status and costs for the period for which the aid is intended. The Cost of 
Attendance used for Pell Grants and Iraq & Afghanistan Service Grants is 
always the full-year costs for a full-time student, so you may have to prorate 
actual or average costs up for students who are attending less than an 
academic year (or who are part-time in a term program) or prorate down for 
students who are attending for periods longer than an academic year. 


The process of awarding aid without exceeding the student’s financial 
need is traditionally called packaging. Packaging is a process that varies 
from school to school, depending on the types of scholarship and other aid 
available at the school, and the characteristics of the student population. 
Schools may have different packaging philosophies, but they generally try to 
find the best combination of aid to meet the financial need of the students 
they serve. 


To help you package federal student aid with your other aid awards, we 
provide a packaging module in EDExpress. You can enter information about 
your school’s student aid programs and set up factors to be considered in 
packaging, and then use the software to automate the packaging process. 


Most schools use some form of packaging software, whether EDExpress 
or software from a commercial vendor. You are not required to use 
EDExpress to package FSA awards, and you do not have to report the 


student’s aid package to the Common Origination and Disbursement system. 
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CHAPTER HIGHLIGHTS: 


Hl Related software: EDExpress Packaging 
Module 
> Available at www.fsadownload.ed.gov 


Hl Packaging principles 

> Pell Grants packaged first; not reduced for 
other aid. 

> Campus-Based and Direct Subsidized/ 
Unsubsidized Loans based on Pell, eligibility, 
EFC, and Estimated Financial Assistance. 

> Iraq & Afghanistan Service Grant 


Hl Treatment of need-based earnings 


Hl Treatment of other aid: special cases 

= AmeriCorps and veterans educational 

benefits 

> Vocational rehabilitation assistance 

> Bureau of Indian Affairs grants 
——————————— ———— ———— eee 
Financial need 


https://studentaid.ed.gov/fafsa/next-steps/ 
how-calculated 


Cost of Attendance 
- EFC 
Financial Need 
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Some key points from Chapter 5 
(Direct/Direct PLUS Loan Periods 
and Amounts) 

+ Before you originate a loan, you must 
determine the student's eligibility for a Pell 
Grant. 

«You may originate a Direct Subsidized Loan 
only for the amount of student's financial 
need—the student's costs minus the student's 
EFC and estimated cost minus financial 
assistance. 

- A student may qualify for a combination of 
Direct Subsidized and Unsubsidized Loans. 

- If they meet program requirements, the 
parents of a dependent student can take out 
a PLUS Loan to pay for the student's cost of 
attendance. There is no fixed loan limit for 
PLUS Loans. 

«If the student is independent, or his/her 
arents can't borrow a PLUS, the student is 
igible for additional Direct Unsubsidized 
amounts. 
+ Direct Unsubsidized Loans and Direct PLUS 
oans (as well as TEACH Grant funds) can be 
sed to replace the EFC, as well as to cover the 
udent’s unmet need. 

+ Direct PLUS Loans are available to graduate 
and professional students 

+ Graduate/professional students may not 
receive Direct Subsidized loans for loan 
periods that start on or after July 1, 2012. 


xe) 


@) 


Yc 


| 
Pell can’t be used to pay a loan 

If the student's aid package includes a loan 
and the package must be adjusted to prevent 
an overaward, the Pell funds can’t be used to 
pay back the loan—a loan repayment isn’t an 
educational expense. 


Prohibition on originating Direct 
Loans for school charges only 
HEA Sec. 479(A)(c) 

34 CFR 685.301 (a)(8) 

DCL GEN-11-07 

Your school cannot originate Direct Loans 
only in the amount needed to cover the 
school charges, nor limit Direct Unsubsidized 
borrowing by independent students. 

See Chapter 5 of this volume for further 
information on originating loan amounts. 


Ce TE, 
Requirements for arrangements 
with private lenders 

34 CFR 601 

For more detail on the school’s responsibilities 
with respect to education loans from private 
lenders, see the participation and student 
consumer information requirements in Volume 
2 of the FSA Handbook. 
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PELL GRANTS AS FIRST SOURCE OF AID 

Pell Grants are considered to be the first source of aid to the student, and 
packaging FSA funds begins with Pell eligibility. A correctly determined Pell 
Grant is never adjusted to take into account other forms of aid. Therefore, if 
a student’s aid package exceeds his/her need, you must attempt to eliminate 
the overaward by reducing other aid your school controls. 


The Department issues Pell payment schedules that base the award solely 
on the student’s cost of attendance, EFC, and enrollment status. As we'll 
see, aid from the other FSA programs must be awarded to ensure that the 
student’s need is not exceeded, unless certain types of aid are used to replace 
the EFC, as permitted. 


Traditional financial aid practice suggests that you would also adjust 
non-federal aid awards, if necessary, to ensure that the student’s financial 
need is not exceeded. But it’s possible that the student will receive a 
scholarship or other aid that you can’t adjust and is large enough (in 
combination with the Pell Grant) to exceed the student’s need. In this case, 
the student is still eligible for a Pell Grant based on the payment schedule. 
However, you can’t award any FSA funds other than the Pell Grant. 


For instance, the National Collegiate Athletic Association’s rules for 
athletic aid sometimes permit a school to award athletic aid that exceeds the 
student’s need. You must still pay the full Pell Grant to the student, but you 
may not pay other FSA funds to the student, because his/her financial need 
has already been met. 


PACKAGING RULES FOR CAMPUS-BASED AID AND DIRECT 
LOANS 

You should consider a number of things when developing a packaging 
policy. For instance, some schools give more grant assistance to beginning 
students, who may have more difficulty adjusting to campus life, increasing 
the proportion of loans and work-study in subsequent years. 


For the Campus-Based Programs and other programs where the 
available funds may not be sufficient to meet every eligible student’s need, 
some schools decide to give a higher proportion of aid to the neediest 
students. Other schools award funds as an equal proportion of each student’s 
need. 


Many schools use software, such as the Packaging module in EDExpress, 
that can be configured to implement the school’s packaging philosophy. For 
instance, in EDExpress, you can specify the order in which aid sources are 
to be applied to the student’s unmet need, and set overall percentage limits 
on the amount of gift (grants/scholarships) and self-help aid that will be 
included in the aid package. 


For students who have a Pell-eligible EFC, you must not award any 


FSEOG to students who've reached their 600% Lifetime Eligibility Used 
(LEU) until after awarding all students who are still Pell-eligible. 
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ESTIMATED FINANCIAL ASSISTANCE (EFA) 

In contrast to Pell & Iraq and Afghanistan Service Grants, you must take 
other aid into account when awarding TEACH Grant funds, Campus-Based 
aid, or FSA Loans. As noted earlier, the other aid that must be considered 
is called “estimated financial assistance” (EFA). The term estimated financial 
assistance is used in the same way for the FSA Loan programs purposes as for 
TEACH and the Campus-Based Programs. However, there are differences in 
the treatment of AmeriCorps and Chapter 30 GI benefits (discussed later in 
this chapter). 


In general, the term estimated financial assistance, as defined for the 
Campus-Based Programs and TEACH grants, refers to aid from the FSA 
programs, as well as grants, scholarships, loans, and need-based employment 
that you can reasonably anticipate at the time you award aid to the student, 
whether the assistance is awarded by the school or by an individual or 
organization outside the school. EFA does not include non-FSA aid if that aid 
offsets all or a portion of a component of a student’s COA and that amount is 
excluded from COA as well. If aid is excluded from either EFA or COA, that 
amount must be excluded from both EFA and COA. The regulations specify 
that “estimated financial assistance” is aid that the student will receive for 
the same period of enrollment as the loan. As noted in Chapter 1, it’s usually 
best to originate a loan for a period that matches the academic year or other 
period that you're using to award funds from other FSA programs. 


When classifying non-FSA sources of aid, if a student receives the award 
because of postsecondary enrollment (for example, a scholarship from a local 
social club that requires a student to be attending a postsecondary school), it 
counts as estimated financial assistance (EFA) if it is not considered wages for 
employment according to federal or state rules, or if it is considered wages 
and is based on need. Any amount that appears as income on the tax return 
will also be included on the appropriate line of item 44 or 93 on the FAFSA. 
If the award is considered wages for employment but is not based on need, 
then it is not EFA and it remains in income. 


Estimated Financial Assistance 

34 CFR 673.5(c) 

HEA: Sec. 428(a)(2)(C)(ii) 

DL: 34 CFR 685.102(b) 

Note: The Iraq and Afghanistan Service Grant is 
not considered EFA. 


Estimated Financial Assistance 
provided by a state 

HEA Sec. 480()) 

If the assistance provided by a state is not 
considered FSA assistance (such as a LEAP 
Grant), and is designated by the state to 
offset a specific component of the student's 
COA, the amount of that assistance may 

be excluded from both COA and Estimated 
Financial Assistance. You may exclude such 
assistance on a student-by-student basis, but 
if it is excluded, it must be excluded for both 
COA and Estimated Financial Assistance. If the 
amount excluded is less than the allowance 
provided in the student's COA, you must 
exclude the lesser amount. 


SSS eee 
Prepaid tuition plans 

GEN-06-05, HEA Sec. 480(f) & (j) 

Prepaid tuition plans are not considered EFA; 
instead, they are treated the same as Coverdell 
education and 529 savings accounts. Their 
value is considered an asset of the owner of 
he account, unless the owner of the account 
is a dependent student. When the owner is a 
dependent student, the value of the account 
is reported as an asset of the parents on the 
FAFSA. For more detail, see Volume 1, Chapter 
2, under the heading “Qualified Education 
Benefits.” 


Examples of Estimated Financial Assistance 


Estimated Financial Assistance 
Includes any educational benefits paid because 
of enrollment in postsecondary education, 
such as: 

+ the student's Pell Grant eligibility; 

+ Direct Unsubsidized and Subsidized Loans; 

+ PLUS Loans; 

+ long-term loans made by the school, including 
Federal Perkins Loans (short-term emergency 
loans are not considered to be Estimated 
Financial Assistance); 


+ scholarships, including athletic scholarships and 
scholarships that require future employment but 
are given in the current year; 

+ employer reimbursement of employee's tuition 

+ waivers of tuition and fees; 

+ fellowships or assistantships; 

+ income from insurance programs that pay for 
the student’s education; 

+ need-based employment such as FWS; 

+ net income from need-based employment; 

+ AmeriCorps funds (except when packaging 


Not EFA 

+ The Iraq & Afghanistan Service Grant is NOT 
considered EFA. 

+ Veterans education benefits are not 
considered EFA (see Appendix A at the end of 
this chapter). 

+ When awarding Campus-Based funds, you 
may exclude from EFA: funds up to the 
amount of any Direct Subsidized Loan that 
you award to the student when the student 
received AmeriCorps or Chapter 30 benefits. 


+ grants, including Federal Supplemental Direct Subsidized Loans); + When determining eligibility for subsidized 
Educational Opportunity Grants (FSEOGs) and ¢ McNair Postbaccalaureate Achievement Direct Loans, you must exclude the entire 
state grants; Program; and amount of AmeriCorps benefits. 
+ TEACH Grant funds. 
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Packaging Iraq & Afghanistan 
Service Grants 

July 30, 2010 E-Announcement 

February 11, 2011 E-Announcement 

An Iraq & Afghanistan Service Grant awarded 
to an ineligible student is an overaward, as is a 
grant based on a Pell Grant Payment Schedule 
for an enrollment status different than that 

for which a student is enrolled. Finally, an Iraq 
& Afghanistan Service Grant that by itself 
exceeds the student's cost of attendance is 

an overaward. All of these lraq & Afghanistan 
Service Grant overawards must be corrected 
(for more detail on how to resolve overawards, 
see Volume 5 of the FSA Handbook). 


Pell and Iraq & Afghanistan 
Service Grant Lifetime Eligibility 
Used 

You must check the COD common records 
and the ISIR / NSLDS records to make sure 
students close to the 600% lifetime limit on 

a Pell Grant are not packaged in such a way 
as to go over 600% of the LEU for either 
program; to do so would be to overaward 
the student. The Department will also provide 
weekly reports in the SAIG mailbox (message 
class PGLEXXOP, where XX=year) for your 
school's Pell-eligible applicants that have 

a Pell LEU greater than or equal to 450%. 

See Chapter 3 for more detail on the effects 
of various levels of Pell/Iraq & Afghanistan 
Service Grant LEU. 


Packaging Graduate/Professional 
PLUS 


A Direct PLUS Loan does not count against 
a graduate/professional student's Direct 
Unsubsidized annual or aggregate loan limits. 


Use net FWS earnings when 
packaging 

To determine the net amount of a student's 
FWS earnings that will be available to help 

pay for the student's costs, you must subtract 
estimated taxes and job-related costs from the 
student's gross FWS earnings (see Chapter 6 of 
this volume). 


PACKAGING AID FOR CHILDREN OF IRAQ & AFGHANISTAN 
SOLDIERS 

As described in Chapter 3, a student whose parent or guardian died as a 
result of U.S. military service in Iraq or Afghanistan after September 11, 2001, 
may receive increased amounts of Federal Student Aid, if, at the time of the 
parent or guardian’s death, the student was 1) 23 years of age or younger, or 
2) enrolled at an institution of higher education. 


The aid award and the method of packaging depends upon whether a 
student who meets the above criteria has a Pell-eligible EFC: 


¢ Ifthe student has a Pell-eligible EFC, you must award all FSA aid 
based on an EFC of zero and must package all aid based on an EFC 
of zero, without regard to the student’s calculated EFC (you don’t 
actually change the student’s EFC). 


¢ Ifthe student has an EFC that is too high to qualify for a Pell Grant, 
he or she is potentially eligible to receive an Iraq & Afghanistan 
Service Grant. 


Packaging Iraq & Afghanistan Service Grants 

The amount of the Iraq and Afghanistan Service Grant is determined by 
enrollment status only (see Chapter 3). For students receiving Grants, you 
include the student’s normally calculated EFC when packaging other FSA 
aid. The Grant is not based on need and is not considered EFA (for purposes 
of awarding aid from other FSA programs). COA is only taken into account 
if the student’s COA is less than the maximum Iraq & Afghanistan Service 
Grant. For more detail on the Iraq & Afghanistan Service Grant, including 
calculating an award for a payment period, see Chapter 3 of this volume. 


An Iraq & Afghanistan Service Grant is not adjusted to take into account 
other forms of aid, so if a student’s aid package includes a grant and the total 
package exceeds the student’s need or cost of attendance, you must reduce 
other aid to eliminate the overaward. Ifa student’s total grant payments, by 
themselves, excluding other aid, will exceed his or her FSA cost of attendance 
for a period of enrollment, the total amount of the grant paid to the student 
must be reduced to the cost of attendance for the period of enrollment 
(reduce each payment for each payment period by an equal amount). 
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PACKAGING TEACH GRANTS 


If you choose not to use the TEACH Grant to finance the EFC (see 
the “Substituting for the EFC” section below), all of the TEACH Grant 
is considered EFA for all other FSA programs. Beginning with any 
unsubsidized loans, you should first reduce a student’s level of borrowing. 
Once a student’s loans have been reduced, or if the student has no loans, it 
may be necessary to reduce the student’s TEACH Grant or other aid. If your 
school fails to follow required procedures, your school must repay any FSA 
overpayment. If your school followed the required procedures and the FSA 
overpayment is $25 or more, the student must repay the overpayment. 


When a student has no need-based aid: 

TEACH Grants are not considered to be need-based aid. However, a 
student’s TEACH Grant, in combination with the student’s other estimated 
non-need-based financial assistance (a component of EFA), may not exceed 
the student’s cost of attendance. If a student is not receiving need-based 
financial assistance, the EFC is not included in determining whether a 
student is in an overaward status. 


If you discover a situation where, for a student who is not receiving any 
need-based financial assistance, the TEACH Grant in combination with 
other non-need-based EFA exceeds the student’s cost of attendance, the 
TEACH Grant must be reduced. 


When a student is receiving need-based aid: 

For a student who is receiving need-based student aid, the student’s 
EFC plus TEACH Grant, plus other EFA may not exceed the student’s cost 
of attendance. As with Direct Unsubsidized Loans, Direct PLUS Loans, 
and nonfederal education loans, TEACH Grants may be used to replace 
a student’s EFC. If the TEACH Grant exceeds a student’s EFC, the excess 
TEACH Grant is considered EFA for other FSA programs. 


If a student’s EFC plus TEACH Grant, plus EFA exceeds the cost of 
attendance, you should first apply the TEACH Grant to finance the EFC 
(remember, any TEACH Grant above the EFC is considered EFA for other 
FSA programs). If the EFC, plus any remaining TEACH Grant, plus any 
other EFA still exceeds the student’s cost of attendance, the student is in an 
overaward status, and you must resolve it (for more detail on how to resolve 
overawards, see Volume 4, Chapter 3). 


Before reducing a student’s need-based aid, you should reevaluate the 
student’s cost of attendance to determine whether the student has increased 
costs that were not anticipated when the school initially awarded aid to the 
student. If the student’s costs have increased, and if the total aid package 
does not exceed the revised cost of attendance, you are not required to take 
further action. If you determine that the student’s aid package still exceeds 
the student’s cost of attendance, you must resolve the overpayment (for more 
detail on how to resolve overawards, see Volume 4, Chapter 3). 
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Awarding when programs 

gain Title IV eligibility in 

the middle of a term 

When you have a program that gains Title 

\V eligibility in the middle of an award year, 
term, or payment period, for students already 
enrolled in the program, you may award Title 
\V aid for all non-loan programs beginning 
with the payment period in which the 
programs gain Title IV eligibility, if the student 
has not completed that payment period, and 
for loans, retroactive to the beginning of the 
period of enrollment (usually the academic 
year) assuming the student, program, and 
school are Title lV eligible. 


When a student regains eligibility after a loan 
default, the borrower regains potential Title 
\V eligibility going back to the beginning 

of the payment period in which the 
borrower established satisfactory repayment 
arrangements. 


NCAA Considerations and 

recent changes 

The “Power Five” conferences of the NCAA 
(the ACC, Big Ten, Big 12, Pac 10, and SEC) 
have recently voted to expand their athletic 
scholarship to cover an athlete's full cost of 
attendance. Previously, only the components 
listed under “Allowable costs in general” in 
Chapter 2 of this volume were included in 
COA. This change only applies to the colleges 
in the Power Five, but may also be adopted by 
other Division | participating schools, at their 
discretion. 


One important exception to the full cost COA 
is the practice of a school’s paying the costs of 
an athlete's insurance against injury to protect 
against loss of future income. This expense 
may not be included in COA because it is not 
related to a student's educational program, 
but is included as Estimated Financial 
Assistance (EFA) for the student in the aid 
packaging process. 
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Requirement to consider grants 
and subsidized loans first 
34 CFR 685.200(a)(iii) 


Packaging when choosing not to 
borrow Direct Loans 

If a graduate PLUS borrower does not request 
the maximum Direct Loan amount for 

which he/she is eligible, you must notify the 
borrower of his/her maximum Direct Loan 
eligibility, the loan interest rate for Direct 
Loans and Direct PLUS, the grace periods and 
repayment time frame of Direct and Direct 
PLUS, and give the borrower the opportunity 
0 request the maximum Direct Loan at the 
owest interest rate for which the borrower is 
eligible. 


f the student for whom a parent is borrowing 
a Direct PLUS Loan chooses not to apply for a 
Direct Subsidized or Unsubsidized Loan, the 
Direct Subsidized/Unsubsidized Loan amount 
hat the student would have been eligible to 
receive is not counted as estimated financial 
assistance when determining the amount 

of the Direct PLUS Loan. The same principle 
applies when a graduate/professional student 
is eligible for Direct Unsubsidized but chooses 
to borrow only Direct PLUS. 


Declining and/or returning Pell 
funds 

DCL GEN-12-18 

A student may decline or return all or part of a 
disbursement of Pell Grant funds that they are 
otherwise eligible to receive or have received 
(returns may only be made in the same award 
year as the funds were received). This should 
be a rare action on the part of students and 
need not be advertised as a possibility by your 
school. For more detail on the requirements 
of declining or returning Pell funds, see DCL 
GEN-12-18. 


CONSIDERING GRANTS AND SUBSIDIZED LOANS FIRST 
The law requires aid administrators to find out whether the student 
is eligible for certain other FSA programs that would reduce the need for 
borrowing. If your school participates in the Federal Pell Grant Program, 
you must include the student’s estimated Pell Grant eligibility as Estimated 
Financial Assistance when making Campus-Based awards, whether or not 
the student has received the Pell Grant at the time you make your Campus- 
Based award. 


Similarly, you must determine an undergraduate student’s Pell Grant 
eligibility before originating a Direct Subsidized or Unsubsidized Loan for 
that student. In addition, a student may not receive a Direct Unsubsidized 
Loan unless the student has received a Direct Subsidized Loan for the 
maximum amount for which the student is eligible. (The difference between 
Direct Subsidized and Unsubsidized Loans is explained in Chapter 5 of this 
volume.) However, if the amount of the Direct Subsidized Loan would be 
$200 or less and the amount can be included as part of a Direct Unsubsidized 
Loan, you are not required to originate a separate subsidized loan. 


For a dependent student, you may originate a Parent PLUS and disburse 
Parent PLUS funds without determining the student’s Pell Grant and Direct 
Subsidized Loan eligibility. Determining Pell eligibility is not relevant for 
Graduate PLUS, but (unlike Parent PLUS) your school must determine a 
graduate/professional student’s maximum Direct Unsubsidized eligibility 
before the student applies for PLUS. 


FSEOG & PELL LEU NEW») 

A student who receives a Pell Grant at any time in the award year may be 
awarded an FSEOG for that award year; the student does not have to receive 
a Pell Grant in the same payment period as the FSEOG. For example, in the 
case of a student who receives a Pell Grant for the fall semester only due to 
reaching his lifetime eligibility used (LEU), the student may be awarded an 
FSEOG for both the fall semester and subsequent spring semester. 


Students who have reached or exceeded 600% of their Pell or Iraq & 
Afghanistan Service Grant LEU may still be eligible to receive FSEOG, 
however, they must be considered in the second selection group. 


You must keep documentation of the eligible EFC that was calculated 
for the student, and you must confirm Pell Grant eligibility prior to 
disbursement of the FSEOG. 
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SUBSTITUTING FOR THE EFC 

A school may substitute certain types of aid (Title IV aid funds from 
programs for which eligibility is not based on the EFC) for the student’s EFC. 
Forms of aid that may replace the student’s EFC include Direct unsubsidized 
loans, TEACH Grant funds, PLUS Loans, state loans, private education loans, 
any other non-need-based loans. Note that all annual loan limits still apply 
(PLUS Loans count towards neither annual nor aggregate limits), and if any 
of these are used to substitute for EFC, amounts that exceed the EFC are 
counted as estimated financial assistance. 


You must package Campus-Based funds and Direct Subsidized Loans 
before unsubsidized loans; as such, treatment of unsubsidized loans only 
becomes a factor when awarding Direct Unsubsidized and PLUS Loans. 
When awarding Direct Subsidized/Unsubsidized and Direct PLUS Loans, 
Direct Unsubsidized Loan amounts are only counted in estimated financial 
assistance if they exceed the EFC. 


Substituting for the EFC 
34 CFR 686.21(d) 

34 CFR 685.200(e) 

34 CFR 668.52 
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Basic packaging example 


Ricki is a dependent student, returning as a 


$12,500 Cost sophomore to Dwight College. For academic 
S - 2,500 EFC purposes, Dwight College considers him to 
al $10,000 Need be a 2nd-year student. His cost of attendance 
a is $12,500, and his EFC for the current year is 
_ 2,500; therefore, the packaging process begins 
S EFC with $10,000 in unmet need. 
$2,500 

$12,500 Cost The aid administrator at Dwight College begins 
S - 2,500 EFC by awarding Pell Grants and applying the 
pe - 1,600 Pell Grant outside scholarship before awarding Campus- 
a ‘ Based aid. 
t -_1,400 Scholarshi 
S TFC $ 7,000 Remaining Need 


unme $12,500 Cost 
need 


$3,500 - 2,500 EFC Ricki’s Estimated Financial Assistance is a 
= aT - 1,600 Pell Grant $1,600 Pell and a $1,400 outside scholarship 
S F from the Wildwood Conservation Fund, so he 
ral $3,500 - 1,400 Scholarship 
cS has sufficient need for the maximum awards 
a Pell & a COC TSEOG that the aid administrator can make under 
di Sch. $3,000} - 900 Perkins Dwight's policy for Campus-Based funds: $800 
S FFC -_1,800 FWS FSEOG, a $900 Perkins Loan, and $1,800 in FWS 

$2,500 $ 3,500 Remaining employment, totaling $3,500 in non-loan funds. 

Need 

CB Aid $12,500 Cost 

93,500 | - 2,500 EFC 
2 Pall & - 1,600 Pell Grant The aid administrator at Dwight College 
> . 1,400 Scholarship finishes the packaging process Sy awarding 
wv FSA loans available to meet Ricki’s need. As a 
in EFC - 800 FSEOG 2nd-year student, Ricki’s Direct Subsidized Loan 
a $2,500 | - 900 Perkins limit is $4,500. Because his remaining need is 
S - 1,800 FWS $3,500, he can receive that amount as a Direct 

$3,500 - 3,500 Direct Sub. Subsidized Loan. 

unme _toan 

ot $ 0 Remaining Need 
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Graduate/Professional PLUS Packaging Example 


Kent enrolls in a graduate-level program at McCausland University with a total Cost of 
Attendance of $31,000. Kent has already been awarded a graduate scholarship of $5,000. 
Kent is a graduate student, so his annual loan limit is $20,500. Due to the passage of the 
Budget Control Act, as a graduate student, Kent is not eligible to receive a Direct Subsidized 
Loan. McCausland awards Kent a $20,500 Direct Unsubsidized Loan. Kent now has $5,500 in 
remaining need. Kent can receive a Direct PLUS Loan for $5,500 to satisfy his remaining need, 
partially replacing the EFC (minus the scholarship and Direct Unsubsidized loans, which count 
as EFA). 


Cost of Attendance 
$31,000 
Direct Unsub 


EFC $20,500 
$15,500 


Scholarship 
$5,000 


Grad/Prof 
PLUS 
$5,500 
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Using Loan Funds to Replace the EFC: Dependent example 


Nichelle is a first-year dependent student at McCaffery Community College. 
Her cost of attendance is $5,800 and her ISIR shows that she has an EFC of 
4,200, so her financial need is $1,600. Nichelle’s EFC makes her ineligible 
for a Pell Grant, and McCaffery does not participate in the Campus-Based 
Programs. The Direct annual loan limit for a first-year dependent student 

is $3,500. Nichelle qualifies for a $1,600 Direct Subsidized Loan and has no 
remaining need. 


Since a Direct Unsubsidized Loan can replace the EFC and Nichelle hasn't 
reached the annual loan limit, she can borrow an additional $1,900 in the 
form of a Direct Unsubsidized Loan to cover part of the EFC ($3,500 annual 
loan limit - $1,600 Direct Subsidized Loan = $1,900 Direct Unsubsidized 
loan eligibility). Nichelle could borrow a $1,900 Direct Unsubsidized loan 
to partially cover the EFC. Her parents could then borrow $2,300 in PLUS 
to cover the remaining EFC. Alternately, her parents could borrow up to 
$4,200 in the form of a PLUS Loan. 


Direct Sub 
$1,600 
S 
Oo 
io 
ws 
T PLUS = $4,200 
3 
YU 


Replaces EFC 


$ 5,800 Cost 
-4,200 EFC 
$ 1,600 Need 


$ 5,800 Cost 
- 1,600 Direct Sub 


- 1,900 Direct Unsub 
- 2,300 PLUS 


$ 0 Need 


Using Loan Funds to Replace the EFC: Independent example 


Jesse enrolls in Ames College of Engineering and Animal Husbandry as 
a 1st-year independent student with an $8,500 cost of attendance, and 
Ames has received an ISIR for her with an EFC of 2,050. She is eligible 
for a $2,260 Pell Grant, and Ames also awards her a $1,000 FSEOG. Her 
remaining need is $3,190, so she can receive that amount in a Direct 
Subsidized Loan (the Direct Subsidized Loan limit for a 1st-year student 


s $3,500). = 

o 
Since Jesse is an independent student, she can take out an additional aa 
Direct Unsubsidized Loan to replace the EFC and as “self-help” to meet ow 
the EFC. Thus, Ames is able to award Jesse an additional $2,050 in E y 
Direct Unsubsidized Loan funds. =) 


$8,500 


Cost 


To cover the EFC: Direct 
Unsubsidized $2,050 
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$ 8,500 Cost 
-2,050 EFC 
$ 6,450 Need 


$ 8,500 Cost 

- 2,260 Pell Grant 

- 1,000 FSEOG 

- 3,190 Direct Subsidized 

- 2,050 Direct Unsubsidized 
$ 0 Need 
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COUNTING NEED-BASED EARNINGS AS 
ESTIMATED FINANCIAL ASSISTANCE 

The treatment of earnings from a job sometimes presents a problem— 
should the earnings be reported as income in need analysis or should they 
be counted as a form of student aid in the packaging process? Net earnings 
from need-based employment are considered to be student aid. “Need-based 
employment” means employment that is awarded by the school itself or 
by another organization to a student on the basis of financial need to meet 
educational expenses for the award year. Only income from need-based 
employment may be considered as student aid. A Federal Work-Study job 
is clearly a form of need-based student aid. Employment with a state is 
considered to be student aid if that employment is based on the student’s 
financial need for assistance to pay for educational expenses. 


Non-need-based earnings are not to be considered as EFA for the current 
award year because they will be reported as income on the Free Application 
for Federal Student Aid (FAFSA) for the subsequent award year and will 
be used in calculating the future EFC. An example of non-need-based 
employment would be a job a student locates on her own with a private 
employer such as a local grocery store. Another example would be a job 
cleaning the labs in the chemistry department on campus, if the chemistry 
department hired the student using non-need-based criteria and funds. 


CROSSOVER PERIODS 

Crossover periods are payment, award, or loan periods that overlap two 
award years. In general, you may choose which award year EFC to use for a 
student, with one exception: 


e when awarding FWS to a student not attending classes, the EFC for 
the next period of enrollment must be used. 


The following chart summarizes the key flexibilities and options in 
handling crossover payment periods in the major FSA programs. Note that 
for the award year selected, the student must have an official EFC calculated 
by the CPS, and for a Pell Grant the CPS must also have processed a valid 
SAR or ISIR. For crossover payment periods, you must use the same EFC, 
COA, and need for all programs except Pell; for Pell, use the EFC for the 
award year from which the student will be paid. 
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Crossover period EFCs and FSA 
aid 

In a crossover payment period, when using 
Pell from a different award year from other 
FSA aid, you must use the same EFC, COA, 
and need for all programs except Pell. For Pell, 
you use the EFC, COA, and need for the award 
year from which the student will be paid, and 
apply the amount of Pell received against the 
need when packaging aid from other FSA 
programs. 


EFCs for periods other than 9 
months 

For information on EFCs for periods other than 
9 months, see the Application and Verification 
Guide, Chapter 3. 


a 
Pell Crossover Issues 

You are no longer required to assign a 
crossover period to the award year in which 
the student would receive the greatest 

Pell award, but are free to assign crossover 
payment periods to the award year that 

best meets the needs of your students and 
maximizes a student's eligibility over the two 
award years in which the crossover payment 
period occurs. You may assign the Pell award 
to a different award year than the rest of 

the student's Title IV aid. For more detail on 
calculating Pell awards in crossover, summer, 
minisession, and transfer situations, see 
Chapter 3 of this volume. 


Prior year charges and Title IV aid 
34 CFR 668.164(d)(2) 

DCL GEN-09-11 

Generally, Title IV aid may only be used for 
current year charges. Recent regulatory 
amendments have allowed some limited 

use of current year funds to pay for prior year 
charges; see Volume 4 for more detail on the 
circumstances and limitations of this provision. 


3-151 


Volume 3 — Calculating Awards & Packaging, 2016-17 DCL CFR Glossary Acronyms 


Handling Crossover Periods for FSA Programs 


FSA Applicable Choice of Use same award Use same award Use funds from Choice of academic 
Program crossover award year year EFC for year, EFC,COA,and the same award year for annual loan 
period EFC? all students in need to award a year as EFC? limit regardless of 


crossover period? Abels a ae award year EFC used? 


Pell Grant Payment Not applicable Not applicable 


& Iraq & period 
Afghanistan 

Service 

Grant 


Perkins Payment Yes, except for Pell Yes, but it is an award 
period Grant year limit. Choice still 
applies, regardless 
of the disbursement 
award year 


Award period Yes, if student No Yes, except for Pell No, Not applicable 
is attending Grant disbursement 
classes. (If from award year 
student is not in which hours 
attending, you were worked 
must use EFC for 
next period of 
enrollment) 


Payment Yes, except for Pell No Not applicable 
period Grant 


Direct Loans Loan period Yes Yes, except for Pell Not applicable Yes, for term-based 
Grant credit-hour programs 
using SAY. Not relevant 
for BBAY. 


Award letters and notification requirements 


Many schools use an award letter to notify students of their proposed aid package. 
Whether you use an award letter or other electronic means such as email, you must fulfill 
the consumer information requirements, as described in Volume 2, Chapter 6. You are also 
responsible for certain notifications and authorizations at the time of disbursement, as 
described in Volume 4, Chapter 1. 
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PACKAGING VETERANS BENEFITS, AMERICORPS, 
VOCATIONAL REHABILITATION FUNDS, & BIA GRANTS 


Veterans and AmeriCorps benefits 

For FSA purposes, federal veterans education benefits, as defined under 
Section 480(c) of the HEA, are not treated as estimated financial assistance 
(EFA). You can ask the student to provide the specific program or benefit 
under which they are receiving their veterans benefits. As in the past, 
veterans benefits are also not to be counted as income, and therefore are not 
reported as income on the FAFSA. For a full list of federal veterans education 
benefits, see Appendix A at the end of this chapter. 


No AmeriCorps benefits are included in the EFA when determining 
eligibility for Direct Subsidized Loans. Note that this packaging exclusion 
does not affect any Campus-Based or TEACH awards made to the student, 
because you may exclude the Direct Subsidized Loan from the EFA, up to 
the amount of the student’s AmeriCorps benefits, for those programs. All 
AmeriCorps benefits are included as EFA when determining eligibility for 
Direct Unsubsidized Loans. 


For example, a 2nd-year student has a COA of $12,000 and is receiving 
$4,000 in Pell and $3,000 in AmeriCorps benefits. You package her with 
$1,000 in FSEOG and $2,000 in Perkins. You may award this student another 
$3,500 in Direct Subsidized because the EFA for Direct Subsidized would 
not include the AmeriCorps benefits. Because there is a complementary 
exclusion Direct Loan that is equal to or less than AmeriCorps, this does not 
necessitate a recalculation of the Campus-Based awards. 


Note that the income earned from the Veterans Affairs Student Work- 
Study Allowance Program (VASWSAP) is not treated as a veterans education 
benefit, and is not considered estimated financial assistance. It should be 
reported as untaxed income (not income earned from work) on the FAFSA. 


Noneducational veterans benefits are not counted as estimated financial 
assistance. Noneducational veterans benefits include Death Pension and 
Dependency and Indemnity Compensation (DIC) benefits, and income from 
the VASWSAP. The student must report these noneducational benefits as 
nontaxable income on the FAFSA. 


Reserve Educational Assistance Program (REAP or Chapter 1607) 

A veterans education benefit program referred to as REAP or Chapter 
1607 was signed into law on October 28, 2004. It is for reservists who serve 
on active duty on or after September 11, 2001, under Title 10 U.S.C., for 
a contingency operation and who serve at least 90 consecutive days or 
more. National Guard members also are eligible if their active duty is under 
section 502(f), Title 32 U.S.C., and they serve for 90 consecutive days when 
authorized by the President or Secretary of Defense for a national emergency 
and that active duty is supported by federal funds. Disabled members who 
are injured or have an illness or disease incurred or aggravated in the line of 
duty and who are released from active duty before completing 90 consecutive 
days are also eligible. The U.S. Department of Defense will identify 
contingency operations that qualify for benefits under Chapter 1607. 
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Veterans benefits no longer EFA 
IFAP E-Announcement July 2, 2009 

IFAP E-Announcement August 13, 2009 

HEA 480(c) 

Federal veterans benefits are excluded from 
the definition of estimated financial assistance 
as of July 1, 2009. 


FSA Assessments 

For a guide to reviewing and evaluating your 
procedures regarding Direct Loans, see the 
Direct Loans module of FSA Assessments: 
http//ifap.ed.gov/qahome/fsaassessment.html. 


Yellow Ribbon Packaging 
August 13, 2009 E-Announcement 
http://gibill.va.gov/benefits/post_911_gibill/ 
yellow_ribbon_program.html 


Reserve Educational Assistance 
Program (REAP/Chapter 1607) 
DCL GEN-05-16 

As with all veterans benefits, Chapter 1607 
benefits are not taxable and will not be used 
in the EFC calculation. In addition, Chapter 
1607 benefits are not considered EFA under 
the Campus-Based regulations (34 CFR 
673.5) nor under the Direct Loan Program 
regulations (34 CFR 685.102). 
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Vocational rehabilitation 
agreements with state agencies 
Some state vocational rehabilitation agencies 
have established agreements with schools 
that specify how vocational rehabilitation 
assistance will be coordinated with other 
forms of financial aid. Check with your 
school’s vocational rehabilitation coordinator 
to see if it has such an agreement. 


Vocational rehabilitation 
packaging 

Adrian has $4,000 in vocational rehabilitation 
aid for the 2014-15 academic year. At 
Desmond University, Adrian has a COA of 
$5,000. He is eligible for a $5,000 Perkins Loan. 
Although Desmond coordinates funding 

with the vocational rehabilitation agency 

to prevent an overaward, the vocational 
rehabilitation funds themselves are not 
considered EFA because they cover costs that 
are not components in Adrian's COA, and 
Adrian's vocational rehabilitation costs are also 
not included in his COA. Adrian has $2,000 

of disability costs that are not met by his 
vocational rehabilitation award, so $2,000 may 
be added to his COA. Desmond decides to 
award Adrian a $2,000 Direct Loan to cover his 
COA. This is not an overaward, since Adrian’s 
original $5,000 COA was increased by the 
$2,000 in unmet disability costs not included 
in his COA. 


Bureau of Indian Affairs Grants 
34 CFR 673.6 


Vocational rehabilitation funds 

If you have a student who qualifies for both FSA funds and for vocational 
rehabilitation assistance funds, you should determine the student’s package 
exclusive of both the costs related to the student’s disability and anticipated 
vocational rehabilitation assistance. In this way, the student with disabilities 
will be offered the same aid package as a student who is in the same financial 
situation but who doesn’t have disabilities; the student with disabilities will 
also receive the maximum amount of vocational rehabilitation aid to which 
he or she is entitled. If the vocational rehabilitation agency doesn’t fully meet 
the student’s disability costs, you may wish to include the unmet disability 
expenses in the student’s cost of attendance, and increase his or her aid 
award. 


Although the vocational rehabilitation funds shouldn’t be considered 
estimated financial assistance when you initially package aid for the student, 
you must coordinate funds available from the vocational rehabilitation 
agency and from institutional, state, and federal student financial assistance 
programs to prevent an overaward. The amount of assistance from the 
vocational rehabilitation agency must be documented in the student’s file. 


Coordination with Bureau of Indian Affairs grants 

When packaging Campus-Based aid for a student who is or may be 
eligible for a Bureau of Indian Affairs (BIA) grant, you must first develop 
a financial aid package without considering any BIA funds. If the total aid 
package—after BIA funds are added—does not exceed the student’s need, 
no adjustment may be made to the aid package. If the total package plus the 
BIA grant does exceed need, you must eliminate the excess in the following 
sequence: loans, work-study awards, and grants other than Pell Grants. (You 
may not reduce a Pell Grant or BIA grant.) You may alter this sequence of 
reductions upon the student’s request if you believe it would benefit the 
student. We encourage you to consult with area officials in charge of BIA 
postsecondary financial aid when packaging FSA funds with BIA grants. 
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TREATMENT OF OVERAWARDS 

If, at any time during the award period, the student receives additional 
Estimated Financial Assistance that was not considered in calculating the 
student's eligibility for Campus-Based aid, and if the estimated financial 
assistance combined with the expected financial aid will exceed the student’s 
need, the amount in excess of the student’s need is considered an overaward. 


The treatment of overawards in the Direct/Direct PLUS programs 
depends on whether the loans have been fully disbursed—if you discover 
that there’s going to be an overaward before Direct/Direct PLUS funds are 
disbursed, you must eliminate the overaward through the packaging process 
by canceling the loan or by making a downward adjustment to a Direct Loan, 
or by reducing/canceling aid over which you have direct institutional control. 


If the overaward situation occurs after Direct Loan funds have been 
disbursed to the borrower, there is no Direct Loan overaward that needs to 
be addressed; however, you might need to adjust the student’s aid package to 
prevent an overaward of Campus-Based funds (see sidebar). See Volume 5 of 
the FSA Handbook for a full discussion of overawards for all programs. 


There is a $300 overaward tolerance for the Campus-Based Programs. 
If the student’s package is overawarded by $300 or less (as a result of a 
late outside award, not the school’s awarding methodology) and Campus- 
Based funds are part of the package, you can consider the student to not be 
overawarded. 


For more on Pell Grant recalculations, including when they are optional 
and mandatory, see Chapter 3 of this volume. 
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Campus-Based overaward 
thresholds 

Campus-Based aid need not be reduced if the 
overaward doesn't exceed $300, which is the 
overaward threshold for all Campus-Based 
programs. Note that the $300 threshold is 
allowed only if an overaward occurs after 
Campus-Based aid has been packaged and 
the school was unaware the student would 
receive additional funds. 


The threshold does not allow a school to 
deliberately award Campus-Based aid that, in 
combination with other resources, exceeds 
the student's financial need. 

(see Volume 5 - Overawards, Overpayments, & 
Withdrawal Calculations.) 
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APPENDIX A 


FEDERAL EDUCATION BENEFITS TO BE EXCLUDED FROM 
ESTIMATED FINANCIAL ASSISTANCE AS LISTED IN SEC- 
TION 480(C) OF THE HIGHER EDUCATION ACT: 


¢ Chapter 103 of Title 10, United States Code (Senior Reserve Officers’ 
Training Corps). 


¢ Chapter 106A of Title 10, United States Code (Educational 
Assistance for Persons Enlisting for Active Duty). 


¢ Chapter 1606 of Title 10, United States Code (Selected Reserve 
Educational Assistance Program). 


e Chapter 1607 of Title 10, United States Code (Educational 
Assistance Program for Reserve Component Members Supporting 
Contingency Operations and Certain Other Operations). 


¢ Chapter 30 of Title 38, United States Code (All-Volunteer Force 
Educational Assistance Program, also known as the “Montgomery 
GI Bill—active duty”). 


¢ Chapter 31 of Title 38, United States Code (Training and 
Rehabilitation for Veterans with Service-Connected Disabilities). 


¢ Chapter 32 of Title 38, United States Code (Post-Vietnam Era 
Veterans Educational Assistance Program). 


¢ Chapter 33 of Title 38, United States Code (Post-9/11 Educational 
Assistance). 


¢ Chapter 35 of Title 38, United States Code (Survivors and 
Dependents’ Educational Assistance Program). 


¢ Section 903 of the Department of Defense Authorization Act, 1981 
(10 U.S.C. 2141 note) (Educational Assistance Pilot Program). 


e Section 156(b) of the “Joint Resolution making further continuing 
appropriations and providing for productive employment for the 
fiscal year 1983, and for other purposes” (42 U.S.C. 402 note) 
(Restored Entitlement Program for Survivors, also known as 
“Quayle benefits”). 


e The provisions of Chapter 3 of title 37, United States Code, related 
to subsistence allowances for members of the Reserve Officers 
Training Corps. 
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Introduction to Volume 4 


The purpose of this publication is to provide participating schools with guidance on how to request, 
disburse, manage, and report on the use of Federal Student Aid funds. 


Here, we provide a summary of the changes and clarifications presented in greater detail in the chapters that 
follow. Alone the text herein does not provide schools with the guidance needed to satisfactorily administer 
the Title [V HEA programs. For more complete guidance, you should refer to the text in the chapters cited, the 
Code of Federal Regulations (CFR), and the Higher Education Assistance Act (HEA) as amended. 


Throughout this volume, new information is indicated with the following symbol: NEW | 


When the text represents a clarification rather than a change, it is indicated with: Clarification] 


When we believe that historically there might be some misunderstanding | Reminder 
of a requirement, we indicate that with: 

If we want to point out a bit of helpful information, we indicate it with: a 
Finally, if we want to draw your attention to something, we indicate it with: ee 


Notes on Active Links 


At the top of each page you will find links to Dear Colleague Letters, The Code of Federal Regulation, and 
the Federal Student Aid Glossary and Appendices. 
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Major Changes 


Chapter 1—Requesting and Managing FSA Funds 
¢ We explain two-factor authentication. 


¢ We note that schools placed on Heightened Cash Management or Reimbursement must credit a stu- 
dent’s ledger account for the amount of Title IV funds that the student or parent is eligible to receive, 
and pay the amount of any credit balance due, before the school seeks reimbursement from the 
Department for those disbursements. 


« We have revised the treatment of the types of depository accounts in which schools must maintain 
federal funds. 


« We have revised the treatment of the consequences of holding excess cash and the deadlines by 
which it must be returned to avoid penalties. 
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Chapter 2—Disbursing FSA Funds 


¢ 


a 


We clarify the requirements for Direct Loan and TEACH Grant notification. 


We explain the conditions under which a school may include the costs of books and supplies as part of 
tuition and fees. 


We have revised the treatment of paying prior-year charges. 
We have revised the treatment of disbursements by payment period. 


We explain that a school, and its third-party servicer, must have a process for determining that a 
student is eligible to receive a Title IV disbursement and explain the conditions under which a third- 
party servicer is responsible for confirming a student’s eligibility. 


We explain the criteria under which a school may make a retroactive payment. 


We explain the conditions under which a school may credit a student’s account with a late 
disbursement of FSA grant funds without the student’s permission. 


We explain that schools must notify the Department of their relationships with third-party servicers. 


We explain the requirement that schools provide students a choice of the way they receive Title IV 
credit balances. 


We explain Tier One and Tier Two arrangements. 
We clarify how a school must proceed if it is holding a student's Title IV credit balance and 240 days 


have elapsed. 


We explain how, in NSLDS, to recognize a TEACH Grant that has been converted to a Direct 
Unsubsidized Loan. 


Chapter 3—Overawards and Overpayments 


¢ 


a 


We remind schools about COD reporting when they report a Pell Grant overpayment in NSLDS. 


We clarify the actions a school should take upon discovering that it has disbursed a Title IV grant to 
an ineligible student. 


Chapter 4—Returning FSA Funds 


a 


4-2 


We explain the electronic process for returning Perkins Loan Funds to the Department. 
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Requesting and 
Managing FSA Funds 


CHAPTER T 


Except for funds received as an administrative cost allowance (ACA), Federal Student Aid 
(FSA) funds received by a school are held in trust by the school for students and the Depart- 
ment. The cash management regulations discussed in this chapter establish rules and proce- 
dures that a school must follow in requesting and managing FSA program funds. These rules 


and procedures also apply to third-party servicers. 


PURPOSE OF CASH MANAGEMENT REGULATIONS 
The cash management regulations are intended to 


¢ promote sound cash management of FSA program funds by 
schools; 


¢ minimize the costs to the government of making FSA program 
funds available to students and schools; and 


rs minimize the costs to students who receive FSA loans. 


Except for funds provided by the Secretary for administrative 
expenses, and for funds used for the Job Location and Development 
Program under 20 CFR part 675, subpart B, funds received by an 
institution under the Title IV programs are held in trust for the intended 
beneficiaries. The school, as a trustee of those funds, may not use the 
funds as collateral or engage in any practice that risks the loss of those 
funds. Moreover, a school must exercise the level of care and diligence 
required of a fiduciary in managing Title IV program funds. 


To ensure adequate cash management practices, a school must have 
in place a cash management system that adheres to federal regulations 
and other standards. A school’s cash management practices are governed 
by 

¢ Generally Accepted Accounting Principles (GAAP), 


¢ standards prescribed by the federal Office of Management and 
Budget (OMB), 


¢ US. Department of Treasury regulations, and 


¢ US. Department of Education (ED/the Department) regula- 
tions. 
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a 
Cash management 
34 CFR Subpart K 


Purpose of regulations 
34 CFR 668.161 


Standard of Conduct Defined 


Standard of conduct An institution must 
exercise the level of care and diligence 
required of a fiduciary with regard to 
managing Title IV, HEA program funds. 


Self-Assessment Tool For Fiscal 
Management 


You can evaluate your school’s fiscal 
management procedures by referring to 
the “Fiscal Management Assessment” 
in the Schools section of the FSA 
Assessments at 


ifap.ed.gov/qahome/qaassessments/ 
fiscalmanagement.html. 
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Am |a grantee or a payee? 


A grantee (not a person) is an entity 
that applies for and receives a grant 
award from the Department. The 
grantee is responsible for ensuring the 
grant is administered in accordance 
with program regulations. 


A payee is an entity (designated by the 
grantee) to request and manage federal 
funds on its behalf. The grantee and 
payee can be the same entity. 


What is a TIN? 


The TIN is the federal tax identification 
number given to the grantee 
organization. The TIN is the unique nine- 
digit number the organization uses to 
report activity to the Internal Revenue 
Service. 


Every user must register to 
gain access to G5. There is no 
limit to the number of users an entity 
or organization may have with access 
to G5. Business officers and financial aid 
administrators are encouraged to use G5 
to help reconcile FSA funds. 


Access to G5 


G5 can be accessed through the 
Internet at the G5 Web page 
www.G5.gov 


The G5 Help Desk phone number is 
1-888-336-8930 
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EDCAPS AND G5 


EDCAPS 


The Education Central Automated Processing System (EDCAPS) 
is designed to integrate the Department’s financial processes, including 
financial management, contracts and purchasing, grants administration, 
and payment management. 


EDCAPS integrates four formerly separate system modules into a 
single system. EDCAPS consists of the following: 


¢ Financial Management Systems Software; 
¢ ‘Travel Management; 
¢ Contracts and Purchasing Support System; and 


¢ Grant Management System (G5).’ 


G5 is the EDCAPS module that directly affects schools’ participation 
in the FSA programs and the only part of EDCAPS to which schools have 
access. 


G5 Overview 


G5 is a delivery system that supports program award and payment 
administration. It is a component of EDCAPS, ED’s integrated financial 
processing system, managed and administered by the Department’s 
Office of the Chief Information Officer (OCIO). 


G5 provides financial management support services for the grant life 
cycle in a single system. It supports the planning, obligating, authorizing, 
disbursing, and the final closing of Department of Education grant 
awards. G5 is the central repository for payment transactions of schools 
that receive funds from the Department. 


Schools may use G5 to request payments, adjust drawdowns, 
and return cash. G5 also provides continuous access to current grant 
and payment information, such as authorized amounts, cumulative 
drawdowns, current award balances, and payment histories. 


1. *G5 controls cash for both FSA and non-FSA Title IV programs. 
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A school uses G5 to request cash for the 


¢« Federal Pell Grant Program, 
¢ — Iraq and Afghanistan Service Grant Program, 
¢ TEACH Grant Program, 


¢ Federal Supplemental Educational Opportunity Grant (FSEOG) 
Program, 


+ Federal Work-Study (FWS) Program, 
+ Federal Perkins Loan Program, and 


¢ Direct Loan Program. 


Accessing G5 


Schools request federal cash electronically using G5. To request cash, 
a school must access G5 via the Internet at www.G5.gov. 


Before you can use G5, and as part of applying for Title IV 
participation, your school must register with the Department. This 
process includes: 


1. obtaining a Data Universal Numbering System (D-U-N-S) 
Number; 

2. obtaining a Grant Award Number; 

3. setting up bank information; 


4. registering the D-U-N-S and Taxpayer Identification Number 
(TIN) with the System for Award Management (SAM) at 
https://www.sam.gov/portal/public/SAM/; and 


5. obtaining user ID(s) and password(s). 


Setting up bank information 


Funds requested from G5 will be transmitted to the payee’s bank 
account using either the Automated Clearing House (ACH) or the 
FEDWIRE transmission method. A payee designates its method of 
transmission when providing its bank account information. 


ACH 


For payees using ACH, G5 electronically transfers payments through 
the U.S. Department of the Treasury into the payee’s bank account. 


To use ACH, you must enroll with the Office of the Chief 
Information Officer, Department of Education. To enroll, you complete a 
Direct Deposit Sign-Up Form (SF1199A) and send it to the Department. 


The form is located on the G5 home page in the Frequently Asked 
Questions (FAQs). Look under the Banking section and then find the 
subheading Domestic. The SF1199A is the first bullet point. 
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What is a D-U-N-S Number? 


The Data Universal Numbering System 
(or D-U-N-S Number) is a unique nine- 
digit identification code that is assigned 
to a school. G5 grantees and payees must 
register their D-U-N-S Number and TIN 
with the System for Award Management 
(SAM). 


You can acquire a D-U-N-S Number 

by calling Dun & Bradstreet at 1-800- 
333-0505 or by completing a D-U-N-S- 
Number Request Form. The form can be 
obtained via the Internet at 


https://eupdate.dnb.com/ 
requestoptions.asp 


The D-U-N-S Number represents your 
school as a unique financial entity. You 
must notify the Department if your 
school merges with another organization, 
is sold to another organization, or 
separates from an existing organization 
and becomes a freestanding 
organization. 


What is a Grant Award Number? 


The Grant Award Number is a unique, 
11-character “number” that identifies 
each grant award issued by a specific 
program office to a specific grantee. All 
funds are requested (and returned) 
using the Grant Award Number. 


The following is an example of a Grant 
Award Number and an explanation of the 
parts that make up the number: 


P031B151234 
Program Office issuing the 
award 
Catalog of Federal Domestic 
Assistance (CFDA) numeric suffix 
of the program 
Alphabetic subprogram 
identifier 
The trailing year in the academic 
year for DL and TEACH and the 
beginning year in the academic 
year for Pell and all other awards. 
Unique identifier 
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Example of Prefixes to 
Grant Award Numbers 


PO0O7A FSEOG 
P033A FWS 
P063P Pell 
P268K DL 


Title IV funds are program and award year 
specific. 
+ P063P16#### is the award for 2016- 
2017 Pell funds. 
P268K17#### is the award for 2016- 
2017 Direct loan funds. Note that DL 
uses trailing years as the award year 
indicator. 


“####” represents a school’s unique 
four digit G5 ID. 


There is a unique grant award number for 
the Pell Administrative Cost Allowance 
funds to which your school might be 
entitled— PO63Q##XXXX. 


System for Award Management 


The System for Award Management 
(SAM) is a free website that 
consolidates the capabilities in Central 
Contractor Registration (CCR), Online 
Representations and Certifications 
Application (ORCA), Federal Agency 
Registration (FedReg), and Excluded 
Parties List System (EPLS). 


If you had an active record in CCR, you 
have an active record in SAM. You can 
search for registered entities in SAM by 
typing the D-U-N-S Number or business 
name into the search box. 
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You must reenroll in ACH when any of the following occur: 


you change banks; 
the payee or its bank changes the account number; 


the depositor account is closed; or 


Poe ON oF 


the bank closes—either voluntarily or involuntarily. 


ACH processing times 


ACH payment requests made before 3 p.m. Eastern Time (ET) 
are deposited the next business day. ACH payment requests made 
after 3 p.m. ET are deposited on the second business day. You can 
enter payment requests up to 30 days in advance. 


You should always verify deposits before disbursing cash. When 
verifying ACH payments, you must tell the bank to check for depos- 
its made through the Automated Clearing House. There are several 
kinds of electronic fund transfers. If other terms are used, the bank 
may search for the wrong payment(s). 


FEDWIRE 


The FEDWIRE transmission method is an electronic wire transfer of 
cash directly from G5 through the U.S. Department of Treasury into the 
payee’s bank account. Large payees generally use this payment method. 
Most banks charge a fee for processing FEDWIRE payments. 


Before a payee can receive FEDWIRE payments, the payee must 
enroll with the Office of the Chief Information Officer in the Department 
of Education. If the bank is online with the U.S. Department of Treasury, 
you must send the Department a letter containing the 


¢ name and address of the payee’s bank; 

¢ — bank’s ABA number; 

¢ contact (name and telephone number at the bank); and 

¢  depositor’s account number at that school, and the banks tele- 


graphic abbreviation. 


If the bank is not online with the U.S. Department of Treasury, send 
the Department a letter containing the following: 


¢ name of the payee’s bank, and 
¢  payee’s account number at the bank. 
You must reenroll in FEDWIRE (by sending the Department 
a letter) if any of the information listed above changes. Payees may 


obtain a FEDWIRE enrollment form letter by contacting the G5 Hotline 
at 1-888-336-8930. 
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FEDWIRE processing time Schools that use third-party 


Payees may request FEDWIRE payments using the G5 Hotline. = servicers to request and 
: ‘ ‘ return Title IV funds remain ultimately 
Payment requests completed by 2 p.m. ET will be deposited in the responsible forthe process These 


payee’s bank account the same day. FEDWIRE payment requests schools, at a minimum, should request 


made after 2 p.m. ET will be deposited the next business day. view-only access to G5 so they can review 
the work of their servicers. 


You should always verify deposits before disbursing cash. When 
verifying FEDWIRE payments, you must tell the bank to check for Two-Factor Authentication 
deposits made through the FEDWIRE. There are several kinds of 
electronic fund transfers. If other terms are used, the bank may search | The U:S. Office of Management and 


for the wrong payment(s) Budget has mandated that all federal 
ebay ‘ agencies implement increased 


cybersecurity capabilities to prevent 
Obtaining a user ID and password unauthorized access to government 
systems. The U.S. Department of 


Individual authorized users must register for a G5 user ID and Education is implementing a more 


password. To obtain a user ID, an individual must complete a G5 secure means for users of the G5 
Production System External User Access Request Form. The form is Grants Administration System to 
generated during the online registration process. delttebcces:/Sfetiedibie tWesarion 
Authentication. 
You can also download the form at www.G5.gov. You can register for Two-factor Authentications (TFA) is 
a user ID and password by following these instructions. a security process in which the user 


provides two means of identification 
from separate categories of credentials. 
One is typically something that you 
know, such as a password; and the 
other is something that you have, such 
as a security code you download from 
your mobile device. The combination 


3. Once you have completed registration, you will receive an bees agts Aisa Mla Saas 
more difficult for someone to access 


email to activate the account. Follow the email instructions to government systems. Once both the 


finalize the user ID and password registration. first and second factors are validated, 
users are allowed into the G5 system. 


1. The first step in registering after reaching www.G5.gov is to 
click on the “Not registered? Sign up” link. 


2. Complete all necessary steps in the external user registration 
process. 


If you do not receive an activation email you must contact the G5 
Help Desk at 1-888-336-8930. 


Two-factor Authentication will be rolled 
out to G5 users in groups starting in 
mid-April 2016 and extend through the 


Please note that your G5 user ID will be your email address. You can 
end of June 2016. 


recover a forgotten user ID or password on the G5 website by clicking on 


the Forgot Email ID or Password on the home page of G5. Each group of users will be notified 
via an email a week before they are 
Using the user ID and password required to begin logging into G5 using 
Two-factor Authentication. 
User IDs and passwords are required to gain access to G5 or to 
request cash through the G5 Hotline. (Note: To enhance G5 security, You can find training on Two-factor 
payees are required to enter or state additional identifiers to gain access eet ne cetalay eiwiel Ss 007 Unt 
: es : the HELP menu. You do not need to be 
to G5.) You will be requested periodically to validate every user ID a registered user to access the training 
assigned to your organization. You are responsible for ensuring that this materials. 


information is correct. 


If you have any questions, please 
contact the G5 Hotline using one of the 
. ; options below: 

designated payees will request cash by Grant Award Number using G5. - Phone number: 1-888-336-8930 
Alternatively, payees can also call the G5 Hotline between 8 a.m. and - Email: edcaps.user@ed.gov 


6 p.m. Eastern Time (ET) to request cash. A school may also call the G5 * Go to the self-help portal at 


Once a grantee receives a grant (or is authorized funding), the 


Hotline for help resolving problems with payments. Soaps taresscomto submit teker 
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ee 
Excess cash 
34 CFR 668.166 


Three-day rule for funds received under 
the advance payment method 


A school must disburse FSA funds as soon 
as administratively feasible but no later 
than three business days following the 
date the school received those funds. 


34 CFR 668.162(b)(3) 


Federal Capital Contribution (Perkins) 


Congress has not authorized any Federal 


Capital Contribution (FCC) for the 2016- 
2017 application year. 


Projecting cash needs 
Immediate need 


Immediate need is defined as the amount of FSA program funds a 
school needs to make disbursements within three business days following 
the date the school receives the funds. This definition of immediate need 
applies to all FSA program funds (other than Perkins Loan funds), 
regardless of whether the school draws down funds by electronic funds 
transfer (EFT) through the ACH or through FEDWIRE. Drawing 
down amounts beyond immediate need may result in excess cash, and 
there are penalties for holding excess cash. Schools should carefully 
review the excess cash tolerances regulation. (See the discussion of excess 
cash later in this chapter.) 


A school on the advance payment method must determine the 
amount of funds it needs before it transmits a request to G5. So that 
excess funds do not exist after disbursements are made, for each FSA 
program, the amount requested must be limited to the amount needed to 
make immediate disbursements. The amount should be enough to meet 


¢ Federal Pell Grant, Iraq and Afghanistan Service Grant, and 
TEACH Grant disbursements to students; 


¢ the federal share of Federal Supplemental Educational Oppor- 
tunity Grant (FSEOG) disbursements to students and, if it 
applies, an administrative cost allowance (ACA); 


¢ the federal share of Federal Work-Study (FWS) payroll dis- 
bursements and, if it applies, ACA; 


« the federal share of Federal Perkins Loan disbursements and, if 
it applies, ACA; and 


r Federal Direct Loan disbursements. 


In general, the following equation may be used to calculate projected 
immediate needs: 


Anticipated Disbursements 
minus Balance of Cash on Hand 
minus Anticipated Recoveries 
minus ACH/EFT Cash in Transit 
equals Projected Immediate Need 


A school’s request for funds should not exceed its immediate need. 
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Timing issues 


When a school initiates a drawdown from G5, it should consider 
that processing requests within G5 typically takes one to three business 
days, and consider whether the school is using ACH/EFT or FEDWIRE. 
Schools should also be aware of system downtime, federal holidays, and 
other delays in processing cash requests when determining immediate 
need. 


Recording payments 


Payees should keep records of submitted payment requests. The 
amount of each request and the corresponding control number(s) need 
to be carefully documented. These records will serve as an audit trail and 
help payees reconcile their books to the G5 Activity Report. 


Delayed, denied, or reduced payment requests 
Your payment requests may be delayed, denied, or reduced if any of 
the following occurs: 
¢ An award included in your payment request is flagged for 
review and approval. 


¢« The Department's accounts receivables unit has entered an 
offset against one or more of the awards. 


¢ — A program office has intervened as a result of a program re- 
view or audit finding. 


AWARD PERIODS 


Before you can request cash, you must understand the award periods 
for G5 program authorizations. The length of the award periods vary by 
program and authorizing statute. The award period dictates when the 
payee can request cash. There are four award periods: 


1. Performance period (59 months) 

2. Liquidation period (1 month) 

3. Suspension period (1 month) 
4. Closeout period 

The discussion that follows explains the differences between the award 

periods and how they affect a school’s ability to draw funds. Also see 


the discussion in Chapter 4 under Returning Funds Through G5 for Both 
Open and Closed Awards. 
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Performance period 


The performance period is the period between the Title IV program 
award begin date and the Title IV program award end date. During this 
period, schools can draw down cash. Before drawing down cash, schools 
must obligate that cash to eligible recipients (such as by submitting to the 
Department anticipated disbursement records for students eligible for 
the Federal Pell Grant Program). Once the performance period ends, the 
closeout process begins. 


During the performance period 


¢  payees may request payments; 


¢ — payees may modify payment requests (Note that if a change needs 
to be made after the payment is out of “Ready for Scheduling” 
status, the school would have to return funds, create an adjust- 
ment, or create another payment request.); 


¢ — payees may adjust drawdowns (This should only happen when a 
school has accidentally drawn funds from the wrong award and 
needs to move the full amount to correct the error.); and 


« changes may be made to the Federal Student Aid program’s grant 
awards authorizations. 


Liquidation period 


The liquidation period is one month, follows the performance period, 
and is the first closeout phase. During the liquidation period 


¢ no new expenditures may be processed against a grant award; 


¢  payees can draw down funds for obligations incurred during the 
performance period; and 


¢  payees may use the period to adjust drawdowns for expendi- 
tures incurred during the performance period (This also should 
only happen when a school has accidentally drawn funds from 
the wrong award and needs to correct the error.). 


The last date a school can draw down cash from the Department 
without special permission from the program office is the end of the 
liquidation period. 


Suspension period 


The suspension period is also one month and follows liquidation. 
Once an FSA program has entered the suspension period, no payment 
actions can take place without the approval of the program office. The 
Department program offices use this period to prepare for final closeout. 
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Closeout period 

The closeout period immediately follows the suspension period. The Closeout Process includes the 
During closeout, the grant award is closed and any remaining cash is liquidation, suspension, and closeout 
deobligated. periods. 


DRAWING DOWN FSA FUNDS 


A school’s authorization is the amount of FSA funds a school is 
currently eligible for in the year and the program in question. The 
authorization is called the Current Funding Level (CFL). Please note that 
in Direct Loan and TEACH Grant Programs, you might also hear the 
authorization referred to as the Cash Control Amount (CCA). 


A school’s available balance is the amount of cash available for a 
school to draw down through G5. The available balance is the difference 
between the authorized amount and the school’s net drawdowns to date. 
A separate authorization is maintained for each program by award year. 
Note that FSA funds are school, award year, and program specific, and 
should not be used for another school, award year, or program. 


A school may not request more funds than it needs to make TMES-aaaRREEERERES 
disbursements to eligible students and parents. Therefore, a school must ree Gey Hiepursement 
: foc ; : required 
make the disbursements as soon as administratively feasible but no later 34. cer 668,162(b)(3) 
than three business days following the date the school receives those 
funds. If G5 accepts a school’s request for funds, it will make an EFT of 


the amount requested to a bank account designated by the school. 


The methods under which the Department provides 
Title IV funds to schools 
The methods under which the 


The Department provides funds to participating schools through : 
Department provides funds 

one of three payment methods—the advance payment method, the 34 CFR 668,162(a) 
reimbursement payment method, or heightened cash monitoring 
payment method. The vast majority of schools receive funds under 
the advance payment method, so we will discuss those procedures first. 
You can find a discussion of the reimbursement and heightened cash 
monitoring payment methods in an insert later in this chapter. 


Advance payment method 


Under the advance payment method, a school submits a request for 
funds to the Department that may not exceed the amount of funds the 
school needs to make immediate disbursements. 


If the Department accepts that request, it initiates an electronic funds 
transfer (EFT) of that amount to the depository account designated by 
the school. The school must disburse the funds requested as soon as 
administratively feasible but no later than three business days following 
the date the school receives those funds. 
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Iraq and Afghanistan Service Grant 
Disbursements 


For the lraq and Afghanistan Service 
Grant Program, schools do not submit 
actual disbursements. In the Iraq and 
Afghanistan Service Grant Program, the 
Department will provide schools with an 
“Exception-Based Process” through which 
schools will be funded when they submit 
anticipated disbursements (where DRI = 
alse). 


Supplemental Campus-Based 
Allocations 


Schools must return unused prior year 
Campus-Based funds and request funds 
for the upcoming year through the 
Reallocation-Supplemental award 
process. Schools deobligate or request 
additional funds by completing the 
Reallocation form (the Department Form 
E40-4P), due the third Friday in August. 


The Department will notify schools of any 
supplemental funding during the month 
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Drawing down funds in the Pell and 
TEACH Grant Programs 


There are no initial authorizations in the Pell Grant and TEACH 
Grant programs. A school’s authorization for these programs will be 
based on the total actual (DRI = true) accepted and posted disbursement 
records accepted by the COD System. A new Electronic Statement of 
Account (ESOA) will be sent to a school’s Student Aid Internet Gateway 
(SAIG) mailbox each time the school’s authorization changes. 


Drawing down funds in the Campus-Based Programs 


The Department awards Campus-Based funds to a school for an 
upcoming award year on the basis of The Application to Participate portion 
of the The Fiscal Operations Report and Application to Participate (FISAP). 
The way in which schools request Campus-Based funds from G5 will vary 
depending on the funding method under which schools operate. In all cases, 
a school may not request funds in excess of the actual disbursements it has 
made or will make to students (plus any Administrative Cost Allowance, if 
applicable). 
Note: For the Campus-Based Programs, schools do not report 
individual disbursements in COD. Schools report expenditures 
on their FISAP expenditure reports (due before October 1). 
Therefore, a school’s allocation of Campus-Based funds is not 
revised during the year unless the school receives a 
supplemental allocation (see sidebar). 


See Volume 6 for more information on applying for and receiving 
Campus-Based funding. 


Drawing down funds in the Direct Loan Program 


Generally, schools under the advance payment method receive Initial 
Direct Loan authorizations in late spring or early summer (prior to July 
1). Initial authorizations are based on a school’s net accepted and posted 
disbursements from the previous award year. 


As a school submits actual disbursement records where the 
Disbursement Release Indicator (DRI) = true, the COD System will 
compare the total net accepted and posted disbursements to the school’s 
current authorization. Each time the school’s total net accepted and 
posted disbursements exceed the school’s authorization, the COD System 
will automatically increase the schools authorization to the school’s total 
net accepted and posted disbursements. 


Direct Loan schools on Heightened Cash Monitoring (HCM1 and 
HCM2), Reimbursement, foreign schools, and those that request to be 


“records first” do not receive an initial authorization. They will receive 
funding increases based on actual disbursement records that are sub- 
mitted and accepted by the COD System. 
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The Reimbursement and Heightened Cash Management Payment Methods 
Heightened Cash Monitoring Payment Methods 


The Department places a school on a Heightened Cash Monitoring (HCM) payment method to closely monitor cash 
management. Schools operating under a Heightened Cash Monitoring payment method do not receive an initial 
authorization. They will receive an authorization and increases to the authorization after the COD System has accepted 
and posted actual disbursement records. Administration of the Heightened Cash Monitoring payment method must be 
audited every year. The independent auditor engaged by the school to conduct its annual compliance audit must express 
an opinion in the audit report regarding the school’s compliance with the cash monitoring requirements. 


Under the Heightened Cash Monitoring payment method, a school must credit a student's ledger account for the amount of 
Title IV funds the student or parent is eligible to receive, and pay the amount of any credit balance due under §668.164(h), 
before the school submits a request for funds. A school’s request may not exceed the amount of the disbursements the 
institution has made to the students included in that request. There are two types of Heightened Cash Monitoring payment 
methods: 


Heightened Cash Monitoring 1 (HCM1). After a school makes disbursements to eligible students from institutional 
funds and submits disbursement records to COD, it draws down FSA funds to cover those disbursements in the 
same way as a school on the Advance Payment Method. 


Heightened Cash Monitoring 2 (HCM2). A school placed on HCM2 no longer receives funds under the 
Advance Payment Method. After a school on HCM2 makes disbursements to students from institutional funds, 
a Reimbursement Payment Request must be submitted for those funds to the Department. In its request, the 
institution must 


+ complete and submit OMB 1845-0089 (Form 270), and 


+ submit all requested documentation to the Department showing that each student included in 
the request for funds was eligible for and received those funds. The Department may tailor the 
documentation requirements for schools on a case-by-case basis. 


After the payment request is approved, the Department transfers electronically the appropriate amount 
of FSA funds to the bank account in which the school maintains its federal funds, after recovering any 
negative or unsubstantiated cash balance that may be owed. A school may submit a Reimbursement 
Payment Request only once during any 30-day period. 


Reimbursement Payment Method 


The Department places a school on Reimbursement if it determines that it needs to increase the monitoring of the school’s 
participation in the FSA programs. A school placed on Reimbursement must credit a student's ledger account for the 
amount of Title IV funds that the student or parent is eligible to receive, and pay the amount of any credit balance due 
under 34 CFR 668.164(h), before the school seeks reimbursement from the Department for those disbursements. As 
part of its request, a school that has been placed on Reimbursement must 


complete and submit OMB 1845-0089 (Form 270), 


identify the students and parents for whom it is seeking reimbursement by submitting a completed Student Data 
Spreadsheet in the format specified by the Department, and 


submit documentation demonstrating that each student and parent included in the request was eligible to 
receive, and received, FSA funds for which reimbursement is sought. 


After the reimbursement request is approved, and after recovering any negative or unsubstantiated cash balances that may 
be owed the Department, the Department electronically transfers the appropriate amount to the bank account in which 
the school maintains its federal funds. A school may submit only one such request for reimbursement during any 30-day 
period. 


If a school is placed on Reimbursement, its administration of the Reimbursement payment method must be audited every 
year. The independent auditor engaged by the school to conduct its annual compliance audit must express an opinion in 
the audit report regarding the school’s compliance with the reimbursement requirements. 
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Maintaining and accounting 
for funds 
34 CFR 668.163 


Bank account requirements 
34 CFR 668.163(a)&(b) 


Interest-bearing accounts 
34 CFR 668.163(c) 


Record keeping requirements 
34 CFR 668.24 


Depository Accounts of 
Foreign Schools 


For a school not located in a state, the 
depository account may be insured by 
the FDIC or NCUA, or by an equivalent 
agency of the government of the country 
in which the institution is located. If there 
is no equivalent agency, ED may approve 
an account designated by the foreign 
school. 


Not Applicable to 
Some Programs 


The cash management requirements are 
not applicable to the state grant and 
scholarship programs. The Robert C. 
Byrd Honors Scholarship (Byrd) Program, 
and if a state is the grantee, the Gaining 
Early Awareness and Readiness for 
Undergraduate Programs (GEAR UP) are 
administered under rules established by 
the state. 


Timely Return of Funds 


Schools are required to make a timely 
return of any unearned funds after a 
student withdraws, as discussed in 
Volume 5. 
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MAINTAINING AND ACCOUNTING FOR FUNDS 


All schools must maintain a bank account into which the Department 
transfers, or the school deposits, FSA funds. For a school located in a 
state, the depository account must be insured by the Federal Deposit 
Insurance Corporation (FDIC) or National Credit Union Administration 
(NCUA). A school generally is not required to maintain a separate 
account for each FSA program unless the Department imposes this 
requirement as a result of a program review or other action. 


When a school does not maintain a separate account 


A school has a fiduciary responsibility to segregate federal funds from 
all other funds and to ensure that federal funds are used only for the 
benefit of eligible students. Absent a separate bank account, the school 
must ensure that its accounting records clearly reflect that it segregates 
FSA funds. Under no circumstances may the school use federal funds for 
any other purpose, such as paying operating expenses, collateralizing or 
otherwise securing a loan, or earning interest or generating revenue in 
a manner that risks the loss of FSA funds or subjects FSA funds to liens 
or other attachments (such as would be the case with certain overnight 
investment arrangements or sweeps). Clearly, carrying out these fiduciary 
duties limits the ways the school can otherwise manage cash in an 
operating account when that account contains FSA funds. 


If a school does not maintain a separate account for FSA program 
funds, its accounting and internal control systems must 


e identify the balance for each FSA program that is included in 
the school’s bank or investment account as readily as if those 
funds were in a separate account; and 


e identify earnings on FSA program funds in the school’s bank 
or investment account. 


A school must maintain its financial records in accordance with the 
record keeping requirements described in Volume 2. 


SEPARATE DEPOSITORY ACCOUNT 


The Department may require a school to maintain Title IV funds 
in a separate depository account that contains no other funds if the 
Department determines that the school failed to comply with: (1) the 
cash management regulations, (2) The recordkeeping and reporting 
requirements, or (3) applicable program regulations. 
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Bank account notification requirements 


For each account that contains FSA program funds, a school located 
in a state must identify that FSA funds are maintained in the account by 


¢ including the phrase federal funds in the name of the 
account; or 


¢ notifying the depository institution that the depository 
account contains Title IV program funds that are held in trust 
and keeping a copy of this notice in its records and, 
except for public institutions, filing a Uniform Commercial 
Code Form (UCC-1) statement with the appropriate state or 
municipal government entity that discloses that an account 
contains federal funds. The school must keep a copy of the 
UCC-1 statement in its records. 


Interest-bearing or investment account 


To the extent possible, FSA funds must be maintained in an interest- 
bearing account or an investment account unless 


e the school receives less than $120,000 in federal awards per 
year; or 


e the best reasonably available interest-bearing account 
would not be expected to earn interest in excess of $500 
per year on the school’s federal cash balances; or 


e the financial institution holding the funds would require an 
average or minimum balance so high that maintaining the 
balance would not be feasible within the expected Federal 
and non-federal cash resources. 


As provided under 34 CFR 674.8(a), any interest earned on Federal 
Perkins Loan program funds is retained by the school. A school may 
also keep up to $500.00 per year of the interest or investment revenue 
earned (other than that earned on Perkins Loan funds) to pay for the 
administrative expense of maintaining the account. 


No later than 30 days after the end of that award year, the school 
must remit any interest earned in excess of $500 through G5. 
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Bank Notification via 
UCC-1 form 


The requirement that a school file a UCC- 
1 statement when an account's name 

does not include the phrase federal funds 
was established to reduce the possibility 


that a school could misrepresent federal 
funds as its own funds to obtain a loan or 
secure credit. Because public institutions 
generally do not seek to obtain credit in 
the same manner as private institutions, 
they are exempt from the requirement. 


Standards for holding federal 
funds in depository accounts 


The Department has adopted the OMB 
guidance for holding federal funds in 


depository accounts. TIP) 


2 CFR 200.305(b)(8). 


Retaining interest 
34 CFR 668.163(c)(3) 


Remitting Interest 


The fastest, most efficient way to remit 
interest is through the G5 website at 


www.g5.gov 


A school with a user ID and password 
can go to the main menu and select 
“Refunds” then “Interest.’ The school will 
be taken to the screens through which 
the school can send the Department 
interest. 


To return interest via G5, you go to 
Payments > Refunds > Refunds Creation. 
Look to the bottom for the Miscellaneous 
section, type in the amount that needs to 
be returned, and choose Interest Earned 


from the Refund Type dropdown. 


Schools can also return excess interest 
income to the Department by check. 
Send the check to: 


Department of Health and Human 
Services 

Payment Management System 
Rockville, MD 20852 


On the front of the check, the school 
should note its D-U-N-S Number and 
Document Award Number, and it should 
also indicate that the remittance is for 
interest earned. 
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Additional Perkins Loan requirements 


Perkins bank account requirements A school that participates in the Perkins Loan Program must always 
se CER OPT oa) AAP) maintain an interest-bearing account or an investment account for 
Perkins Loan funds. The school must maintain sufficient liquidity in its 


ss = Perkins fund to make all required distributions. 
Excess cash 


Seon If a school is also required to maintain an interest-bearing account 


or investment account for other federal funds, the school may use one 
account for Perkins Loan funds and all other federal funds. However, 
if the school chooses to maintain one account, it must determine the 
amount of any interest earned on the Perkins Loan funds and retain 
those funds for use in the Perkins Program. The interest earned on the 
school’s Perkins funds is not included in the $500.00 maximum award 
year interest the school is permitted to retain. 


A school may deduct from the interest earned any bank or service 
charges incurred as a result of maintaining the fund assets in an interest- 
bearing account and deposit only the net earnings. 


If a collection agency or third-party servicer receives funds directly 
from Perkins borrowers, it must immediately deposit those funds in a 
school trust account. The agency or servicer may open and maintain the 
account, but the funds in it belong to the school. If the funds will be held 
for more than 45 days, the account must be interest bearing. 


EXCESS CASH 


As mentioned earlier, under the advance payment method, a school 
must disburse funds no later than three business days following the date 
the school receives them. The Department considers excess cash to be any 
amount of FSA funds, other than Perkins Loan funds, that a school does 
not disburse to students or parents by the end of the third business day 
following the date the school 


¢ — received those funds from the Department; or 


¢ deposited or transferred to its depository account previously 
disbursed FSA funds received from the Department, such as 
those resulting from award adjustments, recoveries, or cancel- 
lations. 


Sometimes a school cannot disburse funds in the required three days 
because of circumstances outside the school’s control. For example, a 
school may not have been able to disburse funds because of a change 
in a student’s enrollment status, a student’s failure to attend classes as 
scheduled, or a change in a student’s award as a result of verification. In 
view of these circumstances, a school may maintain some excess cash for 
up to seven additional days. 
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Allowable excess cash tolerances 


A school may retain for up to seven days an additional amount of 
excess cash that does not exceed 1% of the total amount of funds the 
school drew down in the prior award year. The school must return 
immediately to the Department any amount of excess cash over the 1% 
tolerance and any amount remaining in its account after the seven-day 
tolerance period. 


The Department reviews schools to determine where excess cash 
balances have been improperly maintained. Upon a finding that a school 
has maintained an excess cash balance in excess of allowable tolerances, 
a school is required to reimburse the Department for the costs that the 
government incurred in making those excess funds available to the 
school. 


Where excess cash balances are disproportionately large or where 
they represent a continuing problem with the school’s ability to 
responsibly administer the FSA programs, the Department may initiate a 
proceeding to fine, limit, suspend, or terminate the school’s participation 


in one or more of the FSA programs. For more on fines and other actions 


against schools, see Volume 2. 


Consequences for maintaining excess cash 


Upon a finding that a school maintained excess cash for any amount 
of time over that allowed, the actions the Department may take include, 
but are not limited to 


¢ requiring the school to reimburse the Department for the costs 


the federal government incurred in providing that excess cash 
to the institution; and 


¢ providing funds to the school under the reimbursement | 
payment method or Heightened Cash Monitoring payment 
method. 


Deadlines by which funds must be returned to avoid excess 


cash penalties 
For funds electronically transmitted by the Department, the three- 


day period begins on the day the school receives the funds in the account 
designated by the school for that purpose. 
For funds deposited by the school in the school’s federal account— 


¢ as part of the school’s compliance with the requirement to 


return funds if a student withdraws before completing a period 


for which the student was paid; 


¢ for Federal Pell Grant funds deposited because of adjustments 
to the student's award and federal Direct Loan funds deposited 
because of adjustments or cancellations; and 
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When the Department considers a 
check has been issued 


Generally, the Department considers 

a check to be issued when the school 
mails the check to the student or parent 
or notifies the student or parent that a 
check is available for immediate pickup. 


However, upon finding that a school 

has maintained excess cash balances, 
the Department considers the school 

to have issued a check on the date that 
check cleared the school’s bank account, 
unless the school demonstrates to the 
satisfaction of the Department that it 
issued the check to the student shortly 
after the school wrote that check. 
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Administrative Cost Allowance 
34 CFR 690.10(b) and 34 CFR 673.7 


Pell Grant Administrative 


Cost Allowance funds to 

which your school is entitled 
are identified by a unique grant award 
number PO63Q##XXXX, where ## is the 
last two digits of the first year of the 
award year. 


If you receive funds identified by the 
award number PO063Q##XXXX, please 
note that those are your school’s funds. 
Please do not return the funds to 

the Department or disburse them to 
students. 


Charging Perkins cost 
against ACA 


If a school charges any ACA against its 
Perkins Loan fund, it must charge these 
costs during the same award year in 
which the expenditures for these costs 
were made. 


For more information 

about the Pell Grant 

ACA, See the Electronic 
Announcement of March 2, 2016 on Pell 
Grant Administrative Cost Allowance 
Payments for the 2015-2016 Award 
Year. 


4-18 


¢ for funds deposited because a student failed to begin atten- 
dance; 


the three-day period begins on the date the school deposits the funds in 
the school’s federal account. 


Note: A school must return aid for a student who withdraws before 
completing a period for which the student was paid within 45 
days of determining the student withdrew. (See Volume 5.) 


A school must return or deposit funds for a student who failed to 
begin attendance no later than 30 days after the date the school becomes 
aware that the student did not begin and will not begin attendance. 

See the discussion under When a Student Fails to Begin Attendance in 
Chapter 3. 


ADMINISTRATIVE COST ALLOWANCE (ACA) 


The ACA is an annual payment calculated by the Department 
and made available for drawdown in G5 to help offset the cost of 
administering the FSA programs. The Department reimburses schools 
participating in the Pell Grant Program $5.00 per award year for 
unduplicated recipients at the school who receive a Pell Grant. For the 
Campus-Based Program, the ACA is taken from the school’s federal 
allocation, and the maximum amount permissible is up to five percent of 
the sum of the loans advanced in Perkins, the total earned compensation 
in FWS, and the total awards to recipients in FSEOG. 


For the Campus-Based Programs, the ACA is not a separate 
allowance sent to the school. Rather, the school has the option of taking 
its Campus-Based ACA out of the annual authorizations the school 
receives for the FSEOG and FWS Programs and/or from the available 
cash on hand in its Perkins Loan fund. A school may draw its allowance 
from any combination of Campus-Based Programs, or it may take the 
total allowance from only one program provided there are sufficient 
funds in that program and as long as the school has disbursed funds to 
students from that program during the award year. 


A school must use its administrative cost allowance to offset its cost 
of administering the Pell Grant, FWS, FSEOG, and Federal Perkins Loan 
programs. Administrative costs may include the expenses incurred in 
carrying out a school’s student consumer information requirements. In 
addition, a school may use up to 10% of its ACA that is attributable to the 
school’s expenditures under the FWS Program to pay the administrative 
costs of conducting community service programs. 
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A SCHOOL’S FIDUCIARY RESPONSIBILITY 


Except for funds received by a school for administrative expenses and 
for funds used for the Job Location and Development Program, funds 
received by a school under the FSA programs are held in trust for the 
intended student beneficiaries. As a trustee of those funds, a school may 
not use (or use as collateral) FSA funds for any other purpose. 


FSA funds are awarded to a student to pay current-year charges. 
Notwithstanding any authorization obtained by a school from a student 
or parent, the school must pay 


¢ any remaining balance from loan funds by the end of the loan 
period; and 


¢ other remaining FSA funds by the end of the last payment 
period in the award year for which they were awarded. 


A school that fails to disburse funds by those dates is in violation 
of the Department’s cash management regulations. 


In addition, a school has a fiduciary responsibility to 


e safeguard FSA funds; 
e ensure FSA funds are used only for the purposes intended; 


e  acton the student's behalf to repay a student’s FSA education 
loan debt when the school is unable to pay a credit balance 
directly to the student; and 


e — return to the Department any FSA funds that cannot be used 
as intended. 


Accounting and fiscal records 


As part of meeting its fiduciary responsibilities, a school must 
maintain an accounting and internal control systems, including records 
that 


1. identify the cash balance of the funds of each Title IV, HEA 
program that are included in the institution’s depository 
account or accounts as readily as if those funds were main- 
tained in a separate depository account.; 


2. identify the earnings on Title IV, HEA program funds 
maintained in the institution’s depository account or accounts; 
and 


3. maintain its fiscal records in accordance with the provisions in 
34 CFR 668.24. 


Cash management 
34 CFR Subpart K 


Scope and Institutional responsibility 
34 CFR 668.161 
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Time frame for returning unclaimed 
funds 
34 CFR 668.164(I*) 


Garnishment/attachment prohibited 
HEA 488A (d) 


Unpaid FWS Wages 


If a school cannot locate a student to 
whom it owes FWS funds the student 
has earned, the federal portion must be 
returned to the school’s FWS account. 


If the student comes back or the school 
later locates the student, the school can 
recover the FWS funds as long as the 
account for that year is still open. If the 
account is closed, the school must pay 
the student (under the wage and hour 
laws) using its own funds. 


Undelivered Perkins Funds 


If a portion of the undelivered credit 
balance consists of Perkins funds, the 
school must reimburse its Perkins Loan 
fund for that amount and report those 
funds as other income in Part Ill, Section 
A of the FISAP. 


Example of a Policy to 
Prevent Escheating 


Typically, each state establishes the 
useful life of a check or bank draft used 
to disburse FSA program funds. After 
this established date, the check cannot 
be negotiated and the proceeds of an 
uncashed check normally escheat to an 
unintended third party (the state or the 
institution). 


In state A, a bank check has a useful 

life of 180 days. In order to prevent 

FSA funds from escheating to a third 
party, the business office at School A, 

at the end of each month, identifies 

all outstanding uncashed checks 
containing FSA funds. Prior to the 

180th day, the business office voids the 
uncashed checks and restores the funds 
back to the applicable FSA program. 
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GARNISHMENT OF FSA FUNDS IS PROHIBITED 


No FSA grant, loan, or work assistance (or property traceable to 
that assistance) is subject to garnishment or attachment except to satisfy 
a debt owed to the Department. Schools must oppose any garnishment 
order they receive. 


FSA funds may only be used for educational purposes. If your school 
is not the employer in an off-campus employment arrangement, it 
must have an effective procedure to notify off-campus employers that 
garnishment of FWS wages for any debt other than a cost of attendance is 
not permissible. 


With the permission of the student, a student’s FWS wages may be 
used by the school to pay current year charges and prior-year charges of 
not more than $200. (See Volume 6 for additional information.) 


ESCHEATING OF FSA FUNDS IS PROHIBITED 


A school must return to the Department any FSA program funds, 
except FWS Program funds, that it attempts to disburse directly to a 
student or parent if the student or parent does not receive the funds or 
cash the check. (For FWS Program funds, a school is required to return 
only the federal portion of the payroll disbursement.) 


A school must have a process that ensures FSA funds never escheat 
to a state or revert to the school or any other third party. A failure 
to have such a process in place would call into question a school’s 
administrative capability, its fiscal responsibility, and its system of internal 
controls required under the FSA regulations. 


In order to prevent the escheating of Title IV funds, the 
Department encourages schools that disburse Title IV credit 
balances by EFT to remind students before the end of the 

award year (or at the time of withdrawal for students who cease 
attendance before completing the period for which the funds 
were paid) to examine the balances remaining in any accounts to 
which Title IV funds were transferred. 
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CHAPTER 


These rules apply to the following programs: Pell Grants, TEACH, Iraq and Afghanistan Service 
Grants, Federal Supplemental Educational Opportunity Grants (FSEOG), Perkins Loans, and 
Direct Loans. We have indicated when a rule applies to Federal Work-Study (FWS) funds. This 
chapter will discuss the rules for crediting Federal Student Aid (FSA) funds to the student's account 
and making direct disbursements to the student or to the parent, with provisions for early 


disbursements, delayed disbursements, and late disbursements. 


NOTIFICATIONS 


Notification of disbursement 


In general, there are two types of notifications a school must 
provide: (1) a general notification to parent Direct PLUS borrowers and 
all students receiving FSA funds, and (2) a notice when FSA loan funds or 
TEACH Grant funds are credited to a student’s account. 


General notification 


A school must notify a student of the amount of funds the student 
and his or her parent can expect to receive from each FSA program, 
including FWS, and how and when those funds will be disbursed. This 
notification must be sent before the disbursement is made. 


If the funds include a Direct Loan, the notice must indicate which 
funds are from subsidized loans and which are from unsubsidized loans. 
A school must provide the best information that it has regarding the 
amount of FSA program funds a student can expect to receive. Because 
the actual loan disbursements received by a student may differ slightly 
from the amount expected by the school (due to loan fees and rounding 
differences), you may include the gross amount of the loan disbursement 
or a close approximation of the net disbursement amount. 


Loan and TEACH Grant notification 


Except in the case of loan funds made as part of a post-withdrawal 
disbursement, when Perkins Loan, Direct Loan or TEACH funds are 
being credited to a student’s ledger account, the school must also notify 
the borrower in writing (paper or electronically) of the: 


¢ anticipated date and amount of the disbursement; 


¢  student’s or parent’s right to cancel all or a portion of a loan, loan 
disbursement, TEACH Grant, or TEACH Grant disbursement 
and have the loan proceeds or TEACH Grant proceeds returned 
to the Department; and 
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Notices 
34 CFR 668.165(a) 


Student and parent authorizations 
34 CFR 165 (b) 


Note on Iraq and Afghanistan 
Service Grants 


The HEA (Sec. 420R(d)) specifies that 
those grants shall be awarded in the same 
manner, and with the same terms and 
conditions, as Federal Pell Grants. 


Borrower Notification 
via email 
If you are notifying the student of the next 
disbursement by email or other electronic 
means, you are encouraged to follow up 
on any electronic notice for which you 
receive an “undeliverable” message. 


The loan notification requirements for 
post-withdrawal disbursements are 
covered in Volume 5. 


Privacy of Loan Data 


Schools are reminded that the details of 
any loan transaction may be shared only 
with the borrower. 
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¢ procedures and deadlines by which the student or parent must 
Acceptable means of notify the school that he or she wishes to cancel the loan, loan 


notification disbursement, TEACH Grant, or TEACH Grant disbursement. 
Your school may not use an in-person or 


telephonic conversation as the sole means ee : ; : ; 
OF Hmiifieat areal diceurseineneBerotise The timing of a loan or TEACH Grant notification varies depending 


these are not adequate and verifiable on whether a school obtains affirmative confirmation from a student that 
methods of providing notice. However, a he or she wants a loan or accepts the grant. Affirmative confirmation 
school may use in-person and telephone is a process under which a school obtains written confirmation of the 
pe oe eee types and amounts of Title IV loans a student wants for the period of 
enrollment before the institution credits the student’s account with 
those loan funds (34 CFR 668.165(a)(6)). The process under which the 
TEACH Grant program is administered is considered to be an affirmative 
confirmation process. 


This notification must be sent 


¢ — if the school obtains affirmative confirmation, no earlier than 
30 days before and no later than 30 days after crediting the 
student’s account; or 


¢ — if the school does NOT obtain affirmative confirmation, no 
earlier than 30 days before and no later than 7 days after 
crediting the student's account. 


If the borrower or TEACH Grant recipient wishes to cancel all or a 
portion of a loan, loan disbursement, TEACH Grant, or TEACH Grant 
disbursement, he or she must inform the school. A school must return 
the loan or grant proceeds, cancel the loan or grant, or do both, provided 
that the school receives the loan cancellation request within the following 


time frames: 
——————————————— ¢ If the school obtains affirmative confirmation from the student, 
Self-assessment tool for fiscal by the later of the first day of a payment period or 14 days after 
management procedures the date the school notifies the student or parent of his or her 


right to cancel all or a portion of a loan or grant. 
You can evaluate your school’s fiscal 


management procedures by referring to the ¢ — If the school does not obtain affirmative confirmation from the 
“Fiscal Management Assessment” student, within 30 days of the date the school notifies the 
In ie Sanco bis seHoR Onna ror student or parent of his or her right to cancel all or a portion of 
Assessments at faa 

a : 


ifap.ed.gov/qahome/qaassessments/ 

fiscalmanagement.html. If a school receives a borrower's request for cancellation outside of 
the period during which the school is required to cancel the loan, grant, 
or loan or grant disbursement, the school has the option of canceling and 
returning the loan or grant. In the case of a loan, if a school declines to 
return a disbursement, the school should direct the borrower to contact 
the borrower's assigned loan servicer. 


The school must inform the student or parent in writing of the 
outcome of any cancellation request. Schools should not return loan E9 
funds on a borrower's behalf if more than 120 days have elapsed 
since the funds were disbursed. (See the Handbook Appendices for 
information on how a school should proceed when a student dies.) 
FSAHB July 2016 
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Schools should not return Direct Loan funds to ED’s federal loan 
servicers directly. If a borrower asks the school to return Direct Loan 
funds more than 120 days after the disbursement date, the school should 
direct the borrower to the appropriate servicer for guidance on how the 
borrower can return the money. However, if a school must return Direct 
Loan funds in its possession when a borrowers dies, the school may 
return those funds to the appropriate servicer. 


When acting upon a cancellation request, your school must return 
the funds (if received) and/or cancel the loan or grant as appropriate. 
A school is not responsible for returning any portion of a loan or grant 
that was disbursed to a student or parent directly (e.g., as a result of a 
credit on the student’s account) before the request for cancellation was 
received. However, you are encouraged to take an active role in advising 
the borrower to return the funds already received. 


Direct Loan funds that are returned within 120 days of the 
disbursement by the school or the borrower, for any reason, are treated 
as a partial or full cancellation, with the appropriate adjustment of the 
loan fee and interest. In addition, Direct Loan funds that are returned by 
a school at any time to comply with a regulatory or statutory requirement 
are treated as a partial or full cancellation. 


Direct Loan funds that a borrower returns 120 days or more after 
disbursement are processed as a payment, and there is no adjustment 
of the loan fee or interest. For additional information on returning loan 
funds, see Chapters 3 and 4 in this volume, and Volume 5, Chapter 1. 


AUTHORIZATIONS 


You must obtain authorization from a student (or parent borrower) 
before your school can perform any of the following activities: 


¢ Use FSA funds to pay for allowable educationally related 
charges other than tuition, fees, and room and board (if the 
student contracts with the school). 


¢ Credit FWS wages to a student’s account to pay any 
educationally related charges. 


¢  Disburse FWS wages by Electronic Funds Transfer (EFT) to a 
bank account designated by the student or parent. 


¢ Hold an FSA credit balance (see the discussion later in this 
chapter). 


¢ Apply FSA funds (including FWS) to prior-year charges other 
than for tuition, fees, room, and board. 


Schools should always use G5 
to return funds from loans or 


grants cancelled within the 
120-day period. 


Authorizations 
34 CFR 668.165(b) 


Electronic disclosures 
CFR 34 668.41(b) & (c) 
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: ; An authorization must explain what FSA funds are covered by 
Information Security . . : : 
: the document, and it must specify the time period covered by the 
Requirements ihoaaten- Cul ag Tere ee t 

The Gramm-Leach-Bliley (GLB) Act authorization. Unless otherwise specified, a student or parent may 
requires that schools have in place an authorize a school to carry out the allowable activities for a specific period 
information security program to ensure the} of time such as an academic year or for the entire period the student is 
security and confidentiality of customer enrolled, including multiple academic years. 
information, protect against anticipated 
threats to the security or integrity of r 
such information, and guard against the A school may not require or coerce the student or parent to 
unauthorized access to or use of such provide an authorization, and it must clearly explain to the student 
information. (For information on the GLB or parent how to cancel or modify the authorization. The school must 


Act, see Volume 2.) 


also explain how it will go about cancelling the authorization and that a 
cancellation is not retroactive. 


A student or parent may cancel or modify an authorization at any 
time. A cancellation or modification is not retroactive—it takes effect on 
the date that the school receives it from the student or parent. If a student 
or parent cancels an authorization to use FSA funds to pay for other 
allowable charges, the school may use FSA funds to pay only authorized 
charges incurred by the student before the notice was received by the 
school. 


If a student or parent cancels an authorization to hold excess funds, 
the funds must be paid directly to the student or parent as soon as 
possible but no later than 14 days after the school receives the notice. (See 
the discussion under Time frame for paying FSA credit balances later in 
this chapter.) 


If a school holds excess student funds, the school must | Reminder ] 


¢ identify the amount of funds the institution holds for each stu- 
dent or parent in a subsidiary ledger account designed for that 
purpose; 


¢ maintain, at all times, cash in its depository account in an 
amount at least equal to the amount of funds the institution 
holds on behalf of the student or the parent; and 


¢ notwithstanding any authorization obtained by the school, pay 
any remaining balance on loan funds by the end of the loan G9 
period, and any remaining other Title IV funds by the end of 
the last payment period in the award year for which the funds 
were awarded. 


A school may include two or more of the items that require 
authorization in one statement. Each component and term in the 
authorization must be conspicuous to the reader, and a student (or parent 
borrower) must be informed that he or she may refuse to authorize any 
individual item on the statement. 
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An authorization must clearly explain how the school will carry 
out an activity, but it does not need to detail every aspect pertaining to 
the activity. However, a blanket authorization that only identifies the 
activities to be performed is not acceptable. For instance, an authorization 
permitting a school to use an FSA credit balance (discussed later in this 
chapter) must provide detail that is sufficient to give the student or parent 
a general idea of what charges the credit balance would be used to pay. A 
blanket statement that the credit balance would cover any charges is not 
acceptable. 


Using electronic processes for 
notifications and authorizations 


So long as there are no regulations specifically requiring that a 
notification or authorization be sent via U.S. mail, a school may provide 
notices or receive authorizations electronically. You may also use an 
electronic process to provide required notices and make disclosures 
by directing students to a secure website that contains the required 
notifications and disclosures. 


If you use an electronic process to provide notices, make disclosures, 
or direct students to a secure website, then you must notify each student 
individually every year. You may provide the required notice through 
direct mailing to each individual through the U.S. Postal Service, campus 
mail, or electronically directly to an email address. 


The annual individual notice must 


¢ identify the information required to be disclosed that year; 


¢ provide the exact Internet or intranet address where the infor- 
mation can be found; and 


¢ state that, upon request, individuals are entitled to a paper 
copy, and inform students how to request a paper copy. 


A School Must Obtain a Student’s Voluntary Consent 
to Participate in Electronic Transactions 


Voluntary consent to participate in electronic transactions 


is required for all financial information provided or made 
available to student loan borrowers, and for all notices 
and authorizations to FSA recipients required under 34 CFR 
668.165. (The Electronic Signatures in Global and National 
Commerce Act (E-Sign Act) 
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Power of attorney 
Perkins: 34 CFR 674.16(g) 
FWS: 34 CFR 675.16(a)(8) 


Limitations on using a power of attorney in 
disbursing FWS and Perkins funds 


A school may not obtain a student’s power of attorney to authorize 
FWS disbursements unless the Department has granted prior approval 
(contact your School Participation Team). Your school must be able 
to demonstrate that there is no one else (such as a relative, landlord, or 
member of the clergy) who could act on behalf of the student. 


Similarly, a school official may not use a student’s power of attorney 
to endorse any Perkins Loan disbursement check or to sign for any 
Perkins Loan advance unless the Department has granted prior approval. 
Approval may be granted only if 


¢ the student is not available to sign the promissory note, and 
there is no one else (such as a relative, landlord, or member of 
the clergy) who could act on behalf of the student; 


¢ the school shows that the funds cannot be directly deposited or 
electronically transferred; 


¢ the power of attorney is not granted to a school official or any 
other official who has an interest in the loan; and 


¢ — the power of attorney meets all legal requirements under the 
law of the state in which the school is located, and the school 
retains the original document granting power of attorney in its 
files. 
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INSTITUTIONAL CHARGES 


Institutional versus noninstitutional charges 


Institutional charges generally are defined as the charges for tuition 
and fees, room and board, and other educational expenses that are paid 
to the school directly. If a fee (like a registration or technology fee) is 
required for all students in a program, then the fee should be considered 
an institutional charge. A charge does not have to appear on a student’s 
account to be considered an institutional charge. 


All charges for tuition, fees, and room and board (if contracted 
with the school) must be considered institutional charges 


A school may include the costs of books and supplies as part of 
tuition and fees 


A. Ifthe school 
¢ has an arrangement with a book publisher or other entity that 
enables it to make those books or supplies available to students 
below competitive market rates, 


¢ provides a way for a student to obtain those books and supplies 
by the seventh day of a payment period, and 


¢ provides a way for a student to opt out of the way the school 
provides books and supplies. 


B. Ifthe school documents on a current basis that the books or 
supplies, including digital or electronic course materials, are not 
available elsewhere or accessible by students enrolled in that 
program from sources other than those provided or authorized by 
the institution. Or 


C. Ifthe school demonstrates there is a compelling health or safety 
reason for the school to provide those books and supplies. 


Exceptions: When calculating Returns under 34 CFR 668.22 a school 
may exclude from the total amount of institutional costs, 
such as the documented cost of unreturnable equipment and 
documented cost of returnable equipment if not returned in 
good condition within 20 days of withdrawal. 
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Paying Overtime Charges 
is Prohibited 


A school may not use Title IV funds to pay 
overtime charges for a student who fails 
to complete his or her academic program 
within the normal time frame. Section 472 
of the HEA defines cost of attendance as 
the tuition and fees normally assessed a 
student carrying the academic workload 
required of all students in the same 
course of study. Overtime charges are in 
addition to normal tuition and fees. Since 
they are not charges normally assessed, 
they may not be included in a student's 
cost of attendance for Title lV purposes. 
(See Volume 3, Chapter 2 for additional 
information.) 
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Noninstitutional charges (not included in a Return calculation) 
include 


¢ charges for any required course materials that a school can 
document a student had a real and reasonable opportunity to 
purchase elsewhere (see the discussion that follows); 


¢ charges to a student’s account for group health insurance fees 
if the insurance is required for all students and the coverage 
remains in effect for the entire period for which the student 
was charged, despite the student’s withdrawal, and 


¢ charges to a student’s account for discretionary, educationally 
related expenses (e.g., parking or library fines, the cost of 
athletic or concert tickets, etc.). 


Three Principles Associated With Institutional Charges 


Published in a January 7, 1999, policy bulletin, these principles are applicable to 
determining institutional charges. 


Principle 1: Most costs charged by the school are institutional charges. 


The most important principle to keep in mind is that all tuition, fees, room and board, and 
other educationally related charges a school assesses a student are institutional charges, unless 
demonstrated otherwise. If you want to exclude specific charges or costs from a calculation, you 
must document that the charges are not institutional charges. 


Principle 2: An institutional charge does not need to be assessed to all students. 


A charge assessed to all students enrolled in a course or program is an institutional charge 
whether or not it is assessed to all students at the school. Moreover, a charge does not have to be 
specified in a student’s enrollment agreement to be considered an institutional charge. 


Principle 3: Charges on a student’s account are not always school charges; school 
charges do not always appear on a student’s account. 


With the student's authorization, a school may credit a student's account with Title IV funds 

to pay for noninstitutional charges. If a student withdraws from the school with debits for 
noninstitutional charges on his or her account, the school should exclude those charges from the 
Return calculation. 


Conversely, there may be institutional charges that do not appear on a student's account. If 

a school disburses Title lV funds to a student to buy required books, equipment, supplies, or 
materials and the student does not have a real and reasonable opportunity to purchase them 
from another source, those costs must be classified as institutional charges. 
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Apportioning and prorating charges 


In most cases, the total charges a school assesses the student in a 
semester, academic year, or other instructional period are for education 
and services the institution provides within that period of time. However, 
some schools charge a student up front for the total cost of a multiyear 
program (for example, the student signs an enrollment agreement and 
is charged for the total costs of an 1,800-clock-hour program at the 
beginning of the program). In this case, because the charges assessed up 
front represent the costs of education and services that will be provided 
over a two-year period, the institution would, on a program basis, 
apportion the total charges over the two-year period to determine the 
amount of charges applicable to each year (each loan period or award 
year, as appropriate). 


Institutional charges (generally speaking, tuition and fees) allocated 
to each year (or portion of a year) would be based on the education and 
services the school provides during that period of time, in the same way 
as they are for schools that charge their students year by year. Charges 
for books, equipment, supplies, and other materials could be allocated 
on a pro rata basis, or, alternatively, could be allocated to the period in 
which they must be purchased. An institution would use the total charges 
allocated to each year in determining the amount of current-year charges. 
The amount of current-year charges would then be used for determining 
whether the student has an FSA credit balance as described later in this 
chapter. 


Please see the discussion later in this chapter under Disbursements 
by payment period for additional information about the charges and 
payment periods. 


Note that this procedure for apportioning the costs over the length of 
the program does not affect how a school maintains or should maintain 
its accounting records. 
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Example: Apportioning Charges When a School Posts All 
Charges to the Student’s Account During the First Payment Period and 
the Student Has an FSA Loan 


Katrina Technical Center (KTC) is a nonprofit postsecondary institution located in Houma, Louisiana, 
offering a program in storm-water abatement. Hanna Galiano entered KTC‘s Abatement program on 
May 4, 2015. KTC posts the charges for the entire (1,500-hour) program at the beginning of the program. 


Program Profile 


Academic Year/Program 900 hours 
30 weeks of instructional time 


Program 1,500 hours 
50 weeks of instructional time 


Program Start Date May 4, 2015 
Program End Date April 16, 2016 


Program Cost $13,500.00 


Pell Award Years Included July 1, 2014—June 30, 2015 
July 1, 2015-June 30, 2016 


Payment Period 1 (450 hours May 4, 2015 to August 14, 2015 
Payment Period 2 (450 hours August 17, 2015 to November 27, 2015 
Payment Period 3 (300 hours November 30, 2015 to February 5, 2016 
Payment Period 4 (300 hours February 8, 2016 to April 16, 2016 


First loan period (900 hours) May 4, 2015 to November 27, 2016 
Second loan period (600 hours) November 30, 2015 to April 16, 2016 


Hanna’s Federal Student Aid Information 
Hanna was eligible to receive the following federal student aid during her program. 


2014-2015 Pell Grant Scheduled Award $4,800.00 
2015-2016 Pell Grant Scheduled Award $4,800.00 
Subsidized Direct Loan for First Loan Period $3,500.00 
Subsidized Direct Loan for Second Loan Period $2,334.00 
Unsubsidized Direct Loan for Second Loan Period $1,000.00 


When a school charges for an entire program at the start of the course (up front), a school may apportion 
or otherwise assign the total charges for a multiyear program to determine the amount of those charges 
applicable to each year (loan period or award year as appropriate). Note that a school must use the same 
basis to apportion the charges for all students in a program. For example, KTC could 


apportion the charges in proportion to the number of clock hours in each loan period (900 
hours/$8,100.00 in the first loan period and 600 hours/$5,400.00 in the second loan period; or 


increase the charges the school assigned to the first loan period and decrease the charges in the 
second loan period because the school retained charges for books and materials in the first 
period; or 


SS Oooo FSA HB July 2016 


4-30 


Glossary-Acronyms CFR DCL Chapter 2—Disbursing FSA Funds 


Apportioning charges example continued 


=" apportion the $13,500 equally ($6,750) over each of the two loan periods (four payment 
periods). 


KTC chose to apportion the charges in proportion to the number of clock-hours in each loan period. 


Student’s Apportioned Charges 


First Payment Period (450 hours) $ 4,050 
Second Payment Period (450 hours) $ 4,050 
Third Payment Period (300 hours) $ 2,700 
Fourth Payment Period (300 hours) $ 2,700 


On May 4, 2015, the school credited Hanna's account with $4,150.00 in FSA funds—$2,400 in 2014-2015 
Pell Grant funds and $1,750.00 in Direct Loan funds. When applied against the $4,050.00 in school charges 
for the first payment period, the FSA funds created an FSA credit balance of $100.00 ($4,150.00 — $4,050.00) 
that the school electronically transferred to the bank account that Hanna had previously specified be used 
for that purpose. 


On August 17, 2015, the school credited Hanna's account with $4,150.00 in FSA funds—$2,400.00 

in 2014-2015 Pell funds and $1,750.00 in Direct Loan funds. When applied against the $4,050.00 in 
school charges for the second payment period, the FSA funds created an FSA credit balance of $100.00 
($4,150.00 — $4,050.00) that the school electronically transferred to Hanna's specified bank account. 


On November 30, 2015, the school credited Hanna's account with $2,767.00 in FSA funds—$ 1,600.00 in 
2014-2015 Pell funds and $1,167.00 in Direct Loan funds. When applied against the $2,700.00 in school 
charges for the third payment period, the FSA funds created an FSA credit balance of $67.00 ($2,767.00 — 
$2,700.00) that the school electronically transferred to Hanna’s specified bank account. 


Hanna began the fourth and final payment period on February 8, 2016, and the aid officer posted 
$1,167.00 in Direct Loan funds to Hanna's account. When the aid officer looked at Hanna’s Pell eligibility, 
she found that Hanna had already used $4,000.00 of her $4,800.00 scheduled award, so Hanna was 
eligible for only $800.00 in Pell funds and a total of $1,967.00 in FSA funds ($1,167.00 + $800.00). 


When the $1,967.00 in FSA funds was applied against the $2,700.00 in school charges for the fourth 
payment period, an unpaid balance of $733.00 ($2,700.00 — $1,967.00) remained. Hanna told the aid 
officer that she was able to meet her living expenses through her part-time job, but needed additional 
help to pay her tuition. She also said that she could use a little help with other school-related bills. 


After discussing the matter, they arrived at the decision that Hanna would use an Unsubsidized Direct 
Loan in the amount of $1,000.00 to cover the balance of the tuition and the aid officer would transfer any 
credit balance remaining after her tuition was paid to the bank account Hanna had previously identified 
for that purpose. 


Hannah's tuition and fees were now paid in full. 


Hanna graduated from KTC and is working for the Army Corps of Engineers helping ensure that the levees 
in New Orleans never fail again. 
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—_— SESE ee eS ees 
Charges Incurred at Bookstores 
DCL GEN-12-21, November 28, 2012 


Students must have an option 


A school must give a Title IV eligible 
student the opportunity to opt out of 
having purchases of books and supplies 
from any institutionally owned or 
contracted bookstore charged to the 
student's account. 


34 CFR 668.164(m)(3) 


———Eee——— es a 
Campus security 
34 CFR 668.41(e), 668.46, and 668.49 


PAYING INSTITUTIONAL CHARGES 


Paying pass-through charges 


The law allows a school to credit a student’s account with FSA funds 
to pay for institutionally provided housing, or to pay for charges incurred 
at a school owned bookstore. However, it is not necessary that the school 
actually own the student housing or the bookstore. The school may enter 
into a contract with a third party to provide institutional housing and/or 
bookstore services. 


Under a contractual agreement, for housing and books and 
supplies, we view the school as providing the goods and services itself. 
Consequently, as allowed under 34 CFR 668.164(c) with the student’s 
authorization, a school may credit a student’s account with Title IV, HEA 
funds to pay for housing and for educationally related charges incurred 
by the student at the bookstore. 


A school may credit a student’s account with Title IV, HEA funds to 
pay for educationally related goods and services purchased by the student 
at a bookstore as long as (1) the school has a written contract or other 
legal agreement with the entity operating the bookstore under which the 
student is able to charge educationally related goods and services, and (2) 
the school obtains the student’s authorization. 


Keep in mind that other FSA requirements apply to both the funds 
used for the housing payment and bookstore services, and to the physical 
location of the housing or bookstore. For instance: 


¢ Aschool must include the cost of housing as an institutional 
charge in any Return calculation required when an eligible 
recipient ceases to be enrolled prior to the end of the payment 
period or period of enrollment. (See Volume 5.) 


¢« A student’s bookstore charges must be included as institutional 
charges when performing a Return calculation if the student 
did not have a “real and reasonable opportunity” to purchase 
the books and supplies from any place other than at that book- 
store. 


¢ The school must include the contracted third-party housing 
among the locations for which it fulfills the requirements for 
reporting campus crime and safety information. 
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¢ Ifthe bookstore is located on-campus, or, if the bookstore 
is in any off-campus building or property that is owned or 
controlled by the institution, the institution must include the 
bookstore among the locations for which it fulfills the require- 
ments for reporting campus crime and safety information. 


www2.ed.gov/admins/lead/safety/handbook.pdf 


See Volume 2 for additional information. 


The third party that owns the housing or bookstore also must comply 
with the civil rights and privacy requirements contained in the school’s 
Program Participation Agreement (see Volume 2). 
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Prior-year charges 
34 CFR 668.164(c)(3) & (4) 


Authorizations for paying prior-year 
charges 
34 CFR 668.165(b) 


Prior Year 


If the student's aid package does not 
include a Direct loan, prior year means any 
award year that ended prior to the start of 
the current award year. 


If the student's aid package includes a 
Direct Loan, prior year means any loan 
period that ended prior to the start of the 
current loan period. 


Paying prior-year charges 


In general, FSA funds may only be used to pay for the student’s costs 
for the period for which the funds are provided. However, a school may 
use current-year funds to satisfy prior award year charges of not more 
than $200 for 


¢ — tuition, fees, and room and board, provided by the school with- 
out obtaining the student’s or parent’s authorization; and 


¢ educationally related goods and services provided by the 
school, if the school obtains the student's or parent’s 
authorization under $668.165(b). 


A “prior year” is any loan period or award year prior to the current 


loan period or award year, as applicable. t TIP | 


The costs of education and other services a school provides a student 
are associated with the “year” for which the education and services are 
provided. “Year” is defined as follows: 


¢ Fora student or parent who receives only a Direct Loan, the NEW | 


current year is the current loan period. 


+ For a student who does not receive a Direct Loan, the 
current year is the current award year. 


¢ Fora student or parent who receives a Direct Loan AND funds 
from any other Title IV program, the current year is 
either the current loan period or the current award year. 


FSA funds may not be used to repay a student’s loan. Loan payments 
are not part of the cost of attendance for the period of enrollment. 
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Disbursements by payment period 


Except for paying a student his or her work-study earnings, or unless 
one or more payment periods have elapsed before a school makes a 
disbursement, a school must disburse during the current payment period 
the amount of FSA funds that a student enrolled at the institution, or the 
student’s parent, is eligible to receive for that payment period. That is, a 
disbursement made for a payment period must be in direct relation to the 
actual cost incurred by the student for that payment period. 


G3 A school may not reduce or eliminate a student's eligibility for a Title IV credit 
balance by front-loading or apportioning institutional charges to a payment 


period the school cannot document are attributable to that payment period. 


For a program with substantially equal payment periods, a school 
apportions the charges associated with a current payment period by 
dividing the total institutional charges for the program by the number of 
payment periods in the program. 


For a program that does not have substantially equal payment 
periods, a school apportions the charges associated with a current 
payment period by dividing the number of credit or clock hours in the 
current payment period by the total number of credit or clock hours in 
the program, and multiplying that result by the total institutional charges 
for the program. 


A school may make a prior year, late, or retroactive disbursement 
during the current payment period as long as the student was enrolled 
and eligible during the payment period covered by that prior year, late, or 
retroactive disbursement. 


For more information about disbursing funds by payment periods, 
see Volume 3, Chapter 1. 


If a Borrower Dies Before Loan Funds are Disbursed 


The Department does not permit disbursement of Title IV loan 
funds when there is no possibility of repayment. Therefore, if a 


student borrower or parent PLUS loan borrower dies after the 
school has received the loan funds but before the loan is disbursed, 
the school must return the entire disbursement to the Department. 
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Disbursements to Students on 
Leave of Absence 


A school may disburse Pell, TEACH Grant, 
Iraq & Afghanistan Service Grant, FSEOG, 
or Perkins Loan funds to a student on 

a leave of absence. However, a school 
must not disburse Direct Loan funds to a 
student on a leave of absence. 


Because FSA credit balance funds are 
funds that have already been disbursed, 
a school must pay an FSA credit balance 
to a student on a leave of absence. 


Apportioning and prorating 
charges 
34 CFR 668.164 (c)(5) 


4-35 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 Glossary-Acronyms CFR DCL 


CHECKING ELIGIBILITY AT THE TIME 
OF DISBURSEMENT 


Before you awarded funds to a student, you confirmed that he or she 
responsibility for checking was an eligible student and was making satisfactory academic progress 
eligibility before disbursement (see Volume 1). However, before disbursing FSA funds, you must 

34 CFR 668.25(0)(4) determine and document that a student remains eligible to receive them. 
34 CFR 668.164(b)(3) ee A school, and its third-party servicer, must have a process (consistent 
with the regulations) for determining that a student is eligible to receive 
a Title IV disbursement. Please see the discussion under When a School 


Third-party servicers 


A third-party servicer is bound by the 
same provisions that apply to a school. 


The servicer must carry out its contracted Uses Third-Party Servicers to Disburse FSA Funds by EFT and Tier 
activities in a manner keeping with a One and Tier Two Arrangements later in this chapter for additional 
fiduciary under the Title IV, HEA programs. information about working with third-party servicers. A school must 
NPRM Zee) confirm the following: 
Interim disbursements to . : : 
students selected for verification ¢ the student is enrolled in classes for the period; 

sa speee ¢ fora student otherwise eligible for a Pell grant, the scheduled 
A school can make an interim disbursement : : : 
of certain types of FSA funds to a student disbursement will not cause the student to exceed his or her 
who is selected for verification (including Lifetime Eligibility (see Volume 3); 
a student selected for verification by the . 
school rather than the CPS). Ifthe school ¢ astudent enrolled in a non-term program or nonstandard term 
has any conflicting documentation or other program with terms that are not substantially equal in length 
reason to believe that it does not have a has completed the previous period (credits and weeks of 


valid output document, it may not make 
such a disbursement. See the current version 


of the Application and Verification Guide, for ¢ except for Direct Loans, if the disbursement occurs on or after 


instruction or clock-hours and weeks of instruction); 


me the first day of classes, that the student has begun attendance in 
the classes on which his or her eligibility was based; 
¢ for Direct Loans, the student is enrolled at least half time and has a 
valid, linked MPN; 
Disbursement of funds received ¢ first-time FSA borrowers have completed entrance counseling, 
under advance payment received the required disclosures, and completed the first 30 
34 CFR 668.162(b)(3) days of their academic program (See Volume 3.); 
¢ for TEACH Grant awards, the student has 
a) completed the relevant initial or subsequent 
Importance of Timely Review of counseling; 
Pell Lifetime Eligibility Used b) signed an Agreement to Serve; and 


c) earned the appropriate GPA, otherwise met the 
performance standard through testing, or is a retiree 
or a current or former teacher (see Volume 1). 


Electronic Announcement, August 13, 2012 


The most common change that would make a student ineligible for a 
Direct Loan disbursement is if the student has dropped below half-time 
enrollment, so it is important that the financial aid office have a system to 
i taceRU Ue COMPLE TENCHIGISNE verify the student’s enrollment status at the time of disbursement. If the 
initial counseling prior to receiving the first| Student has only temporarily dropped below half-time enrollment, you 


disbursement of the student's first TEACH may still make a Direct Loan disbursement after the student resumes at 
Grant. See Volume 3 for information about least half-time enrollment. 
the required counseling. 


TEACH Grant Counseling 
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Conditions under which a third-party servicer is NEW | 
responsible for confirming a student’s eligibility 


A third-party servicer is responsible for confirming a student's 
eligibility if the school engages the servicer to perform activities or 
transactions that lead to or support a disbursement of Title IV funds. 
Examples of activities and transactions are — 


¢ processing financial aid applications; 
¢ performing needs analysis; 


¢ verifying students have begun attendance in the classes on 
which their Title IV aid was based; 


¢ verifying that students are making satisfactory academic 
progress (SAP); 


¢ performing verification; 


¢ determining the type and amount of Title IV, HEA program 
funds that a student is eligible to receive; 


¢ creating origination, disbursement or other records in COD; 


¢ requesting funds under the Advanced, Reimbursement, or 
Heightened Cash Management payment methods; or 


¢ accounting for funds that are originated, requested, or 
disbursed, in reports or data submissions to the Department. 


TIME FRAMES FOR PAYING FSA FUNDS 


Prompt disbursement (three-day) rules 


In general, schools that are not receiving federal cash from the 
Department through one of the Heightened Cash Monitoring payment 
methods must make disbursements as soon as administratively feasible 
but no later than three business days after receiving funds from the 
Department. The disbursements may be credited to the student’s account 
or made directly to the student or parent, as discussed earlier. 


In order to comply with the excess cash regulations (described 
in Chapter 1), when requesting funds with which to make FSA 
disbursements, schools must ensure they do not draw down more cash 
than they can disburse over the next three days. 


Note that these time frames for disbursing to the student’s account 
(or directly to the student or parent) are different than those for paying 
FSA credit balances to the student or parent. As we discuss later in this 
chapter, a school generally has 14 days to pay an FSA credit balance to 
the student or parent, unless it has written permission to hold the credit 
balance. 
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Time Frame for 
Submitting Disbursements 


A school must submit Federal Pell Grant 
or Iraq and Afghanistan Service Grant 
disbursement records and Direct Loan 
disbursement records, as applicable, 

no later than 15 days after making the 
disbursement or becoming aware of the 
need to adjust a student's previously 
reported Federal Pell Grant or Iraq and 
Afghanistan Service Grant disbursement. 


The Department considers that Federal 
Pell Grant and Iraq and Afghanistan Service 
Grant funds are disbursed on the date 

that the school: (a) credits those funds to 

a student's account in the school’s general 
ledger or any subledger of the general 
ledger, or (b) pays those funds to a student 
directly. We consider that Federal Pell 
Grant and Iraq and Afghanistan Service 
Grant funds are disbursed even if a school 
uses its own funds in advance of receiving 
program funds from the Department. 


A school’s failure to submit disbursement 
records within the required timeframe 
may result in the Department rejecting 

all or part of the reported disbursement. 
Such failure may also result in an audit or 
program review finding or the initiation of 
an adverse action, such as a fine or other 


penalty. 


Federal Register 81, Number 64 
(Monday, April 4, 2016) 
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Defining the Date of Disbursement (34 CFR 668.164(a)) 


(These rules apply to the FWS program, as well.) 


It is important to define the date of disbursement because several regulatory 
requirements are based on that date. For instance, you must disburse an FSA credit 
balance to a student no later than 14 days of the date it was created or no later 
than 14 days after the first day of class, and you must notify a student of a loan 
disbursement within a time frame related to the date of that disbursement. 


The date of disbursement also determines when the student becomes an FSA 
recipient and has the rights and responsibilities of an FSA recipient. For 
example, when FSA loan funds are disbursed to a recipient, the student or 
parent assumes responsibility for the loan and has the right to cancel the loan. 


A disbursement occurs when your school credits a student’s account or pays a student 
or parent directly with 


ms FSA funds received from the Department; or 


School funds labeled as FSA funds in advance of receiving actual FSA funds 
(except as noted below).! 


When using school funds in place of FSA funds, there are two situations where the FSA 
disbursement is considered to have taken place on the earliest day that the student 
could have received FSA funds rather than the actual disbursement date. 


If a school credits a student's account with its own funds earlier than 10 days 
before the first day of classes of a payment period, that credit is not considered 
an FSA disbursement until the 10th day before the first day of classes (the 
earliest a school may disburse FSA funds). 


If a student borrower is subject to the 30-day disbursement delay and a school 
credits the student's account with its own funds before the 30 days have 
elapsed, this is not counted as an FSA loan disbursement until the 30th day 
after the beginning of the payment period (the 31st day of classes). 


"If your school simply makes a memo entry for billing purposes or credits a student's 
account and does not identify it as an FSA credit (for example, an estimated Federal 
Pell Grant), it is not a disbursement. For example, some schools prepare billing 
statements or invoices showing the estimated amount of FSA funds that students are 
eligible to receive. These estimated amounts are not FSA disbursements. 
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Submitting disbursement records 
A school must submit Federal Pell Grant, TEACH Grant, and 


Direct Loan disbursement records no later than 15 days after making Early Disbursements 
a disbursement or becoming aware of the need to adjust a student’s 34 CFR 684.164(i) 
disbursement. 


A school’s failure to submit disbursement records within the required 
time frame may result in an audit or program review finding. In addition, 
the Department may initiate an adverse action, such as a fine or other 
penalty for such failure. 


EARLY DISBURSEMENTS 


The earliest a school may disburse Title IV funds to an eligible 
student or parent is 


¢ if the student is enrolled in a credit-hour program offered in 
terms that are substantially equal in length—10 days before the Exception to the 30-day delay 


first day of classes of a payment period; or The 30-day restriction does not apply if the 
: ; . : . school is exempt from the 30-day delayed 
¢ ifthe student is enrolled in a credit-hour program offered in disbursement requirements under 34 CFR 


terms that are not substantially equal in length, a non-term cred- —_ 685.303(b)(5)(i)(A) or (B). 


it-hour program, or a clock-hour program, the later of 
34 CFR 668.164(i)(2) 


a) 10 days before the first day of classes of a payment 
period; or 

b) the date the student completed the previous 
payment period for which he or she received Title IV, 


HEA program funds. SS 
Retroactive payments 
A school may not make an early disbursement of a Direct Loan to 34 CFR 684.164(k) 
a first-year, first-time borrower who is subject to the 30-day delayed 


disbursement requirements in 34 CFR 685.303(b)(5). 


A school may not compensate a student employed under the FWS 
program until the student earns that compensation by performing work, 
as provided in 34 CFR 675.16(a)(5). 


RETROACTIVE PAYMENTS 


If a school did not make a disbursement to an enrolled student for 
a payment period the student completed (for example, because of an 
administrative delay or because the student’s ISIR was not available until 
a subsequent payment period), the school may pay the student for all 
prior payment periods in the current award year or loan period for which 
the student was eligible. 


A school making a retroactive Pell Grant payment must be calculated 
based on the student’s enrollment status according to work already 
completed, as required by 34 CFR 690.76(b). 
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Late disbursements 
34 CFR 668.164(j) 


Pell and Iraq and Afghanistan 


Service Grant disbursements 


If a school receives a valid SAR or ISIR within 
the applicable deadlines, it must disburse 
the student's Pell or Iraq & Afghanistan 
Service Grant. 


34 CFR 690.61(a) 


Date of Origination 


The regulations define the 

date of loan origination as “the date 
a school creates the electronic loan 
origination record.” 


If the school created an electronic loan 
origination record in its system before the 
date the student became ineligible, and 
the school can document the creation of 
that record, the school satisfies the date 

of origination component required for 
making a late disbursement (assuming that 
all other late disbursement requirements 
are met). 


34 CFR 685.301 (a)(6). 


Processed Date 


For purposes of determining eligibility for a 
late disbursement, use the processing date 
on the SAR/ISIR. For an ISIR, use the field 
labeled Processed Date. For a SAR, use the 
date above the EFC on the first page. For a 
SAR Acknowledgment, use the date labeled 
“transaction process date” in the School 
Use box. 


Obtaining SAR/ISIR With Earlier 
Process Date 


In some cases, a school may have a SAR/ 
ISIR with an official EFC processed while 
the student was enrolled but before the 
student listed the school on the FAFSA or 
ISIR. Subsequently, the school may have 
received a SAR/ISIR for the student with a 
processed date after the student ceased to 
be eligible. In this case, you need to obtain 
a copy of the earlier SAR/ISIR to document 
eligibility for the late disbursement. 
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LATE DISBURSEMENTS 


Generally, an otherwise eligible student or parent becomes ineligible 
to receive FSA funds on the date that the student 


¢ for the Direct Loan program, is no longer enrolled at the 
school as at least a half-time student for the period of 
enrollment for which the loan was intended; or 


¢ for the FSA Grant, or the Perkins Loan programs, the student 
is no longer enrolled at the school for the award year. 


However, if certain conditions are met, students must be considered 
for a disbursement after the date they became ineligible. These 
disbursements are called “late disbursements.” 


Conditions for a late disbursement 


A student must be considered for a late disbursement (and the parent 
for a parent PLUS Loan disbursement) if the Department processed 
a SAR/ISIR with an official EFC before the student became ineligible. 
Therefore, a school must review its records to see if a student who did not 
receive a disbursement of FSA funds before becoming ineligible is eligible 
for a late disbursement. (Check the “processed date” as described in the 
sidebar.) 


In addition, for a Direct Loan or an award under the TEACH Grant 
Program, the school originated the loan or award prior to the date the 
student became ineligible (see sidebar). For an FSEOG or a Federal 
Perkins Loan, the school must have made the award to the student prior 
to the date the student became ineligible. 


If a school receives a valid SAR/ISIR for a student who is no longer 
enrolled, before performing a Return calculation, the school must 
recalculate the FSA grant eligibility based on the student’s enrollment 
status on the date the student ceased to be enrolled. 
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Late disbursements that must be made vs. 
late disbursements that may be made 


If a student who qualifies for a late disbursement completes the 
payment period or period of enrollment, or withdraws during the 
payment period or period of enrollment, a school must make or offer, as 
appropriate, the late disbursement. 


If the student completed the payment period or period of enrollment, 
the school must provide the student or parent the choice to receive the 
amount of Title IV, HEA program funds that the student or parent was 
eligible to receive while the student was enrolled at the institution. When 
making a late disbursement in this circumstance, the school may credit 
the student’s account for allowed charges, but must pay or offer any 
remaining amount to the student or parent. 


A late disbursement for a student who has withdrawn during the 
payment period or period of enrollment is called a post-withdrawal 
disbursement (see Volume 5). If the student withdrew from the school 
during a payment period or period of enrollment, the school must make 
any post-withdrawal disbursement required under 34 CFR 668.22 in 
accordance with the provisions of that regulation (see Volume 5). 


If a student did not withdraw or fail to complete the payment period 
or period of enrollment but ceased to be enrolled as at least a half-time 
student, a school may make a late disbursement of a Direct Loan. So 
long as a school has previously confirmed that a student started the loan 
period enrolled at least half time, a school is not required to reconfirm a 
student’s attendance before making a late disbursement of an FSA loan. 


A student who withdraws and subsequently signs a promissory note 
in time for the school to include the loan funds in the Return of Title IV 
Aid calculation may receive a late (post-withdrawal) disbursement of 
the applicable amount of his or her loan funds (see Volume 5 for more 
information). In addition, a student who loses eligibility for a reason 
other than his or her withdrawal and subsequently signs a promissory 
note may receive a late disbursement of the applicable amount of his or 
her loan funds. 
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Post-withdrawal disbursements 


A post-withdrawal disbursement, a type 

of late disbursement, is a disbursement of 
FSA funds that were not disbursed before a 
student withdrew but which the student has 
earned based on a Return of Title IV Funds 
calculation. The conditions and limitations 
for a post-withdrawal disbursement are the 
same as for all other late disbursements. 
However, there are additional requirements 
for late disbursements made as a post- 
withdrawal disbursements. A school must 
follow the rules for paying and/or offering a 
post-withdrawal disbursement in regulations 
governing the Return of Title IV Funds (see 
Volume 5). 


34 CFR 668.22(a)(5) 


Late Disbursements 
May Be Declined 


Though a school must make or offer late 
disbursements, a student or parent is 
never required to accept it. For example, a 
student may decline a late disbursement 
of a loan to avoid taking on debt. 
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Late Disbursement Limitations 
34 CFR 668.164(j)(4) 


Flexibility in 
Contacting Students 


In order to avoid having to contact a 
student multiple times, a school may use 
one contact to 
+ counsel a borrower about his or her 
loan repayment obligations; 
obtain permission to credit loan funds 
to a student's account to cover unpaid 
institutional charges; 
obtain permission to make a late dis- 
bursement of grant or loan funds for 
other than institutional charges; 
obtain permission to make a late 
disbursement of grant or loan funds 
directly to a student; and 
confirm that a student wishes the 
school to receive, as a direct disburse- 
ment, any grant or loan funds the 
student is due as a late disbursement. 


A student's response to an offer of 

FSA funds from late disbursement does not 
have to be in writing. However, a school 
must document the student's response. 


Extended DL Processing 


Direct Loan processing for an award year 
generally remains open in COD for 13 
months following the end of the award 
year (until July 31 of the year following the 
end of the award year). A school should 
be able to submit data via batch or web 
processing through that time unless it 

has already confirmed closeout for the 
impacted award year. If a school finds the 
year is closed in COD before the 13-month 
period is over, the school should contact 
COD School Relations for assistance in re- 
opening the award year. 


Once the 13-month period is over and 
COD has closed the year, a school may 
request Extended Processing through the 
COD website at 

https://cod.ed.gov. 


Toward the end of each award year the 
Department publishes an Electronic 
Announcement containing information 
on the closeout deadline and instructions 
on how schools can request Extended 
Processing for Direct Loans after the 
closeout deadline. 


Limitations on making a late disbursement 


The regulations prohibit a school from making a late disbursement in 
certain situations, even if a student otherwise meets the conditions for a 
late disbursement. A school is prohibited from making 


¢ alate second or subsequent disbursement of Direct Loan funds 
unless the student has graduated or successfully completed the 
loan period; 


¢ alate disbursement of Direct Loan funds to a first-year, first- 
time borrower who withdraws before the 30th day of the stu- 
dent’s program of study, unless the school meets the require- 
ments for a waiver based on low default rates (see Volume 2); 
and 


+ a late disbursement of Title IV funds to a student for whom the 
school did not have a valid SAR/ISIR by the deadline estab- 
lished by the Department. 


In addition, a school may not make a late disbursement later than 
180 days after the date the student becomes ineligible. 
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Paying a late disbursement 


If a school chooses to make a late disbursement of a Direct Loan to Extended Processing and 
a student who ceases to be enrolled as at least a half-time student, the late disbursements of Pell and 
school determines the amount of the late disbursement of the Direct Loan Direct Loans for a closed year 
it will offer the student by determining the educational costs the student 
incurred for the period of instruction during which the student was Extended Processing or Post Deadline 


enrolled at least half time. Processing allows a school to make needed 
adjustments that may be identified after 
the Closeout or Processing Deadline. 


ga A school must contact a student prior to making any late 


disbursement of FSA loan funds and explain to the student his or A School may request an extension to the 
her obligation to repay the loan funds if they are disbursed. The data submission deadline for Direct Loans 
information provided in this notification must include the information or Grants via the Post Deadline/Extended 


necessary for the student or parent to make an informed decision about _ | Processing Request page in COD. 


whether the student or parent would like to accept any disbursement of Note: Schools do not need to request Post 
the loan funds. In addition, the school must confirm that the loan funds Deadline Processing for Pell Grants if 
are still needed by the student and that the student wishes the school to they are processing only downward 

make the disbursement. disbursement adjustments. 


Authorized school users must log on to the 


‘Clarification, Your school may credit a student’s account with a late disbursement — | website, select the "School" menu and then 
of FSA grant funds without the student’s permission for select "Request Post Deadline/Extended 


Processing" on the left side. Users then 
¢ current allowable charges; 


; - + select the correct award year and 
¢ for prior-year charges of not more than $200 for tuition, fees, program for the request; 
and room and board, provided by the school; and + choose the general reason why 
: . extended processing is being requested 
¢ prior-year charges of not more than $200 for educationally from the Reason Code dropdown 


related goods and services provided by the school, if the school menu; 
obtains the student’s or parent’s authorization under §668.165(b) | * Provide an explanation for the request; 


before the student lost eligibility. ona caus 


If grant funds remain to be disbursed from a late disbursement after 
the outstanding charges on the student’s account have been satisfied, the 


In the information a school provides to 


: a. the students when the school informs 
school must pay the grant funds directly to the student within 14 days. _ | them that they are due a late disburse- 


ment, the school may include information 
If a student with an FSA credit balance withdraws before the funds about the advantages of keeping loan 


are disbursed, other limitations apply. See Volume 5 for an explanation of \debttoa minimum. 


the treatment of Title IV credit balances when a student withdraws. 


FSA HB July 2016 SS EE 


4-43 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Conditions and Limitations on Late Disbursements 
These Conditions Must Be Met Before a Student Loses Eligibility in Order for 
the Student to Receive a Late Disbursement (34 CFR 668.164(g)(2)) 


pprooem fo 
Pell Grant! No additional requirements. 
FSEOG For all programs, the Department | Student is awarded a grant. 
processed a SAR/ISIR with an 
officlabihe: A loan record is originated.? 
Student is awarded the loan. 
TEACH Grants The grant is originated. 


These Additional Limitations Must Be Satisfied Before a 
School May Make a Late Disbursement (34 CFR 668.164(g)(4))? 


ee 
Pell Grant? For all Title IV programs, a school received a valid SAR/ISIR 
by the date established by the Department. 


FSEOG No additional limitations. 


1 Fora first-time, first-year borrower, student completed 30 days of the program. 
(Subject to waivers discussed in Volume 3.) 
Direct Loans 
2 Forasecond disbursement, student graduated or completed the period for 
which the loan was intended. 


No additional limitations. 
School received a valid SAR/ISIR 
TEACH Grant 
by the date established by the Department. 


1 Within this chart, the rules for a Pell Grant also apply to Iraq and Afghanistan Service Grants. 


? A school may not originate a Direct Loan for a loan period in which the student is no longer enrolled on 
at least a half-time basis, even if the student is otherwise still enrolled at the school. 


3For all programs, the late disbursement is made no later than 180 days after the date of the school's 
determination that the student withdrew, or, for a student who did not withdraw, 180 days after the 
student became ineligible. 
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DISBURSING FWS WAGES 


Your school may use any type of payroll period it chooses, provided 
students are paid at least monthly. It is a good idea to have the FWS 
payroll correspond to other similar payrolls at the school. Unless you are 
paying the student with noncash contributions (see sidebar), you must 
pay the nonfederal share to the student at the same time you pay the 
federal share. 


FWS wages are earned when the student performs the work. A school 
may pay the student after the last day of attendance for FWS wages 
earned while he or she was still in school. However, when a student has 
withdrawn from school and is not planning to return, FWS funds may 
not be used to pay for work performed after the student withdrew. A 
correspondence student must submit the first completed lesson before 
receiving a disbursement under the FWS Program. 


For audit and program review purposes, your school must have 
documentation (e.g., canceled checks, bank statements) showing that 
students received disbursements in the amount charged to the FWS 
Program. 


Crossover payment periods 


When a payment period is in two award years (that is, when it 
begins before July 1 and ends on or after July 1), the student is paid for 
compensation earned through June 30 with funds allocated for the first 
award year and for compensation earned beginning July 1 with funds 
allocated for the following award year. (See Volume 6 for a discussion of 
carrying back funds for summer employment.) 


Disbursing to students from the correct award year is important; 
schools have been held liable when students were paid from the wrong 
FWS authorization. 


Holding FWS funds on behalf of the student 


With written authorization from a student, a school may hold, on 
behalf of the student, FWS funds that would otherwise be paid directly 
to the student (unless this is prohibited by the terms of a reimbursement 
payment method). The restrictions for such an authorization are the same 
as those that apply to written authorizations for disbursements to student 
accounts. If your school holds FWS funds on behalf of students, it must: 


¢ — identify the amount of FWS funds held for each student in a 
designated subsidiary ledger account; 


¢ maintain cash in its bank account that is always at a minimum 
equal to the FWS funds being held for students; and 


¢ disburse any remaining balance by the end of the school’s final 
FWS payroll period for the award period. 
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FWS payments to students 
34 CFR 675.16 


Crediting student’s account 
34 CFR 668.164(d) 


Noncash contribution 


Your school also has the option of paying 

its share of a student's FWS wages in the 
form of a noncash contribution of services or 
equipment—for example, tuition and fees, 
room and board, and books and supplies. 
However, you may not count forgiveness 
of a charge such as a parking fine or library 
fine against a student who is employed 
under FWS as part of the school’s noncash 
contribution to the student. 


Noncash payments (tuition, fees, services 

or equipment) must be made before the 
student's final payroll period of the award 
period. If the school pays its share for a 
forthcoming academic period in the form of 
prepaid tuition, fees, services or equipment, 
it must give the student—again, before the 
end of the student's final payroll period—a 
statement of the amount of the noncash 
contribution earned. 
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Self-assessment tool for 
disbursement procedures 


You can evaluate your school’s disbursement 
procedures by referring to the “Fiscal 
Management Assessment” in the Schools 
section of the FSA Assessments at 


ifap.ed.gov/qahome/qaassessments/ 
fiscalmanagement.html. 


meee of disbursement 
Credit to student's account: 
34 CFR 668.164(c) 
Direct disbursements: 34 CFR 668.164(d) 
Releasing a Pell check: 34 CFR 690.78(c) 
Cost of attendance: HEA Section 47 


Tuition and fees 
Section 472 of the HEA 
34 CFR 668.164(d) 


Crediting Direct Loan funds to 
current charges first 

Direct Loan funds credited to a student's 
account must first be used to pay for current 
charges. 


Disbursements in programs 
of less than one year where 
grades are not awarded 


Before disbursing funds to students 
enrolled in programs equal to or less 
than one year in which students do not 
receive grades or credits until the end of 
the program, your school must have a 
satisfactory academic progress standard 
as described in Volumes 1 and 2 of the 
Federal Student Aid Handbook, and you 
must: 
measure a student's standing vis-a-vis 
satisfactory academic progress by the 
time the student has completed one- 
half of the program (one payment 
period), if no grades are given for the 
first half /payment period, a 
comparable assessment must be 
made; and 


not make second disbursements of 
FSA funds to a student who is not 
making satisfactory academic progress, 
except that a student on probation 

or warning may receive a second dis- 
bursement if he or she has completed 
the clock hours or credit hours 
associated with the first period. 
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METHOD OF DISBURSEMENT 


There are two ways to disburse FSA funds: by crediting the student’s 
account for allowable charges at your school or by paying the student or 
parent directly. 


Credit to the student’s account 


When a school disburses FSA funds to a student by crediting a 
student’s account, it may do so only for allowable charges associated with 
the current payment period (except for the allowances for prior year, late, 
or retroactive disbursements discussed elsewhere in this chapter). 


Allowable charges include the following: 


¢ current charges incurred by the student at the school for 
tuition and fees as defined in Volume 3, and room and board 
if the student contracts with the school (third-party or pass- 
through charges are not included except in the case of third- 
party housing, books and supplies contracted by the school); 


¢ the prorated amount of those charges if the institution debits the 
student’s ledger account for more than the charges associated 
with the payment period. 


¢ books, supplies, and other educationally related goods and 
services provided by the institution if you obtain the student’s or 
parent's (as applicable) written authorization, ; and 


¢ prior-year charges not exceeding $200.00 (see the discussion 
under Paying prior-year charges later in this chapter). 


Direct disbursement to the student or parent 


You may also disburse FSA funds directly to the student or parent. 
Most schools choose to first credit FSA funds to the student’s account at 
the school and then disburse the credit balance to the student or parent. 


A school makes a direct payment for the amount of the Title IV 
program funds a student is eligible to receive (including Direct PLUS 
Loan funds that the student’s parent authorized the student to receive) 
by 


¢ — initiating an EFT of that amount to the student’s financial 
account, including transferring funds to stored-value cards and 
debit cards (see the discussion under Paying FSA Credit 
Balances later in this chapter); 


¢ issuing a check or other instrument payable to and requiring 
the endorsement or certification of the student; 


¢ dispensing cash for which the school obtains a receipt signed by 
the student. 


FSA HB July 2016 


Glossary-Acronyms CFR DCL 


Chapter 2—Disbursing FSA Funds 


A school makes a direct payment to a parent, for the amount of the 
Direct PLUS Loan funds that a parent does not authorize the student to 
receive, by 


¢ initiating an EFT of that amount to the parent's financial 
account; 


¢ issuing a check for that amount payable to and requiring the 
endorsement of the parent; or 


¢ dispensing cash for which the school obtains a receipt signed 
by the parent. 
When the Department considers a check to have 
been issued 
The Department considers that a school has issued a check on the 


date the school 


¢ mails the check to the student or parent; or 


¢ notifies the student or parent that the check is available for im- 


mediate pick-up at a specified location at the institution. 


Holding a check 


A school may hold the check for no longer 
than 21 days after the date the school 
notifies the student or parent. If the student 
or parent does not pick up the check, the 
school must immediately 
mail the check to the student or parent, 
pay the student or parent directly by 
other means, or 
return the funds to the appropriate Title 
IV, HEA program. 


34 CFR 668.164 (d)(2) 
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FSA CREDIT BALANCES 
Credit balances A Title IV credit balances occurs whenever the amount of Title IV 
34 CFR 668.164((h)(1) funds credited to a student’s account for a payment period exceeds the 


— - amount assessed the student for allowable charges associated with that 
ire setae fas payicredit payment period. Please see Volume 5 for a discussion of credit balances 
34 CFR 668.164(h)(2) when a student withdraws. 


School responsibility to pay credit If FSA disbursements to the student’s account at the school create 
balance by the end of thelastpayment = an FSA credit balance, you must pay the credit balance directly to the 
pened student or parent as soon as possible but no later than 14 days after 
34 CFR 668.165(b)(5)(iii) 
¢ the first day of class of a payment period if the credit balance 
occurred on or before the first day of class of that payment 
period; 


« the balance occurred if the credit balance occurred after the 
first day of class of a payment period. 


The law requires that any excess PLUS Loan funds be returned to 
the parent. Therefore, if PLUS Loan funds create a credit balance, the 
credit balance would have to be given to the parent. However, the parent 
may authorize your school (in writing or through StudentLoans.gov) 
to transfer the proceeds of a PLUS Loan credit balance directly to the 
student for whom the loan is made (for example, to a bank account in 
the student’s name). The Department does not specify how a school must 
determine which FSA funds create an FSA credit balance. 


or her credit balance. It is the sole responsibility of the school to pay, 
or make available, any FSA credit balance within the 14-day regulatory 
time frames. 


A school may not require a student to take any actions to obtain his ry 


Notwithstanding any authorization obtained by the school, the 
school must provide the student with any remaining FSA credit balance Ga 
resulting from FSA loan funds by the end of the loan period and any 
other FSA program credit balances by the end of the last payment 
period in the award year for which the funds were awarded. 
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Example — 14-Day Time Frame for Paying Credit Balances 


1st payment period 2nd payment period 


14 days 


In the first payment period above, the school disburses FSA funds to incoming students after 
the students have started classes, so it has 14 days from that date to pay the credit balance to 
the student (or parent, in the case of PLUS). 


In the second payment period, the school disburses FSA funds before classes start, so the 
school has 14 days from the beginning of classes to pay the credit balance. 


FSA credit balances example 


An FSA credit balance occurs only if the total amount of FSA program funds credited to the 
student's account exceeds allowable charges. 


For example, Ms. Inu Nagar enrolls at Eaglewood Technical Institute as a computer student, 
and her total allowable charges for the fall term amount to $1,500. ETI credits $2,000 to her 
account, comprised of $1,000 in FSEOG, $500 in private scholarship funds, and $500 in Pell 
Grant funds. 


Although there is an excess of $500 on the account, this does not constitute an FSA credit 
balance because the total amount of FSA funds ($1,500) credited to the student's account 
does not by itself exceed the amount of allowable charges ($1,500). 


If, in this example, ETI credited $600 of Pell Grant funds, rather than $500, an FSA credit 
balance of $100 would be created because the total FSA funds credited to the account 
($1,600) would exceed the allowable charges ($1,500). The order in which these funds were 
credited does not matter. 
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Refunds vs. paying credit 
balances 


FSA regulations refer to the amount of 

aid that exceeds the allowable charges 

as a credit balance. School administrators 
sometimes refer to this as a refund; 
however, it is not the same thing as a refund 
under the school's refund policy or a post- 
withdrawal disbursement given to a student 
under the Return of Title lV Funds rules. 


Credit balances under $1.00 


A school is not required to pay a credit 
balance that is less than $1.00. 


Paying credit balance by check 
34 CFR 668.164(d)(1)(i)(b)&(ii)(b) 


Paying credit balance by EFT 
34 CFR 668.164(d)(1)(i)(A) & (ii)(A) 


Delivery of FSA Funds 
Must Be Free 


Schools are prohibited from charging 
students a fee for delivering FSA funds. If 
a school delivers FSA funds to students by 
crediting funds to a school-issued debit or 
smart card, the school may not charge 


students a fee for making withdrawals of 
FSA funds from that card. However, the 
school may charge for a replacement card. 


See the discussion under the treatment of 
T1 and T2 Accounts later in this chapter 
for a discussion of charges allowed under 
those accounts. 


Bank Account 


Bank Account means a Federal Deposit 
Insurance Corporation (FDIC) insured 
account or a National Credit Union Share 
Insurance Fund (NCUSIF) account. This 
account may be a checking, savings, or 
similar account that underlies a stored-value 
card or other transaction device. 
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Paying FSA credit balances by issuing a check 


A school may pay a credit balance by issuing a check payable to 
and requiring the endorsement of the student or parent. A school is 
considered to have issued the check on the date that it 


¢ mails the check to the student or parent; or 


¢ notifies the student that the check is available for immediate 
pickup and provides the specific location. 


A school that is paying a student his or her credit balance with a 
direct disbursement must pay the student within the 14-day time frame. 
A school can, within that 14-day period, do a number of things, including 
sending a notice to the student that his or her money is available. A 
school that does that is considered to have met the 14-day requirement to 
give the student his or her credit balance, as long as the school’s process 
complies with the rest of the regulation. That is, the school must be able 
to give the student a check when the student comes to the office within 
the 14-day time frame. 


If a student is told (within the 14-day period) to come to the business 
office to pick up his or her credit balance, the student must be able to 
leave the business office with the funds in some form (e.g., a check, cash, 
or an appropriate stored-value card), and not be told that a check will be 
mailed to him or her. 


A school may hold the check for up to 21 days after the date it notifies 
the student. If the student does not pick up the check within this 21-day 
period, the institution must immediately mail the check to the student 
or parent, initiate an EFT to the student’s or parent’s bank account, or 
return the funds to the appropriate FSA program. 


Paying FSA credit balances by initiating an EFT 


A school may pay a credit balance by initiating an EFT to a bank 
account designated by the student or parent. Moreover, a school may 
establish a policy requiring its students to provide information about 
an existing bank account or open an account at a bank of the student’s 
choosing as long as this policy does not delay the disbursement of FSA 
funds to students. Consequently, if a student does not comply with the 
school’s policy, the school must nevertheless disburse the funds to the 
student either by dispensing cash, for which the school obtains a signed 
receipt, or issuing a check. A school must disburse the credit balance 
within the regulatory time frame. (See the discussion under When a 
school uses third-party servicers to disburse FSA funds by EFT later in this 
chapter for additional information.) 


FSA HB July 2016 


Glossary-Acronyms CFR DCL 


Chapter 2—Disbursing FSA Funds 


Special provisions for books and supplies 


In order to academically succeed in a program, a student must be able 
to purchase books and supplies at the beginning of the academic period. 
Therefore, by the seventh day of a payment period, a school must provide 
a way for a student who is eligible for FSA funds to obtain or purchase 
the books and supplies required for the payment period if 


¢ ten days before the beginning of the payment period, the 
school could have disbursed FSA funds to the student; and 


+ disbursement of those funds would have created an FSA credit 
balance. 


A school must consider all the FSA funds a student is eligible to 
receive at the time it makes the determination, but the school need not 
consider aid from non FSA sources. 


A school that includes the costs of books and supplies in the tuition 
charged and provides all of those materials to the student at the start of 
his or her classes meets the requirements of these regulations. 


The amount a school must provide is the lesser of the presumed 
credit balance or the amount determined by the school that the student 
needs to obtain the books and supplies. In determining the required 
amount, a school may use the actual costs of books and supplies or the 
allowance for those materials used in estimating the student's cost of 
attendance for the period. 


A school’s policy must allow a student to decline to participate in the 
process the school provides for the student to obtain or purchase books 
and supplies. 


If a student uses the method provided by the school to obtain or 
purchase books and supplies, the student is considered to have authorized 
the use of FSA funds, and the school does not need to obtain a written 
authorization for this purpose. 


If a school uses a bank-issued stored-value or prepaid debit card 
that is supported by a federally insured bank account to deliver funds 
for books and supplies, a student must have access to the funds via the 
card by the seventh day of his or her payment period. If a bank delays 
issuing a stored-value or prepaid debit card to the student because it must 
resolve conflicting identity data under federal law, the Department will 
not hold the institution accountable as long as the institution exercises 
reasonable care and diligence in providing in a timely manner any 
identity information about the student to the bank. Likewise, the school 
is not responsible if the student provides inaccurate information or delays 
in responding to a request from the bank to resolve any discrepancies. 
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Provisions for books and 
supplies 
34 CFR 668.164(m) 


Authorization not required 

If a Pell-eligible student uses the process 
provided by the school to obtain books or 
supplies, the student is considered to have 
authorized the use of the FSA funds, and no 
written authorization is required. 


School options 

A school has the flexibility to choose the 
method or methods to satisfy this provision 
based on its administrative needs and 
constraints or an evaluation of the costs 

and benefits of one or more method. For 
example, the school may issue a bookstore 
voucher, make a cash disbursement, issue a 
stored-value card, or otherwise extend credit 
to students to make needed purchases. 


Effect of Verification 

To be eligible to receive the disbursement 
for books and supplies, a student must 
meet all the student eligibility requirements 
before the start of the student's payment 
period. 


A student who has not completed the 
verification process, has an unresolved “C” 
code on the SAR and ISIR, or has unresolved 
conflicting information is not covered by the 
special provisions for books and supplies if 
those issues have not been resolved at least 
10 days before the start of the student's 
payment period. 


30-day Delay Requirement 


If the 30-day delayed disbursement 
provisions for Direct Loans apply to a 
student, and a Direct Loan is the only 
Title IV aid the student is receiving, a 
school does not have to comply with the 
provisions of 34 CFR 668.164(m). 
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Book vouchers and institutional 
charges in the return of Title IV 
funds calculations 


Remember, if a book voucher issued by a 
school cannot be used to purchase course 
materials from a convenient unaffiliated 
source, the student does not have a real and 
reasonable opportunity to purchase his or 
her course materials elsewhere. 


In that case, the school must include the 
cost of books and materials purchased 
with the voucher as institutional charges in 
Step 5, Part L of any Return of Title IV funds 
calculation. 


Returning Funds 
34 CFR 668.164(() 


How to recognize TEACH 
Grants that have converted to 
Direct Unsubsidized Loans 


TEACH Grants converted to Direct 
Loans loans in NSLDS will have a loan 
type code of D8 - Direct Unsubsidized 
(TEACH). On ISIRS, the “Financial Aid 
History” page has a TEACH Grant Loan 
Conversion Flag that populates with a 
“Y” for Yes or “N” for No. 
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Under a consortium agreement between two eligible schools, if a 
student is enrolled in a course at the host school and classes start before 
the payment period begins at the home school that is paying the FSA 
funds, the regulations require that the student obtain the books and 
supplies by the seventh day of the start of the payment period of the 
home school. If the host school is paying the FSA funds, the student must 
be able to obtain the books and supplies by the seventh day of the start of 
the payment period of the host school. 


A student may decline to participate (opt out) in the way a school 
provides for obtaining books and supplies. For instance, if a school 
provides a bookstore voucher, the student may opt out by not using the 
voucher. If the school provides the funds using a stored-value or prepaid 
debit card, the school must have a procedure through which the student 
may opt out. For example, a school may require a student to notify the 
school by a certain date so that the school does not unnecessarily issue 
a check to the student or transfer funds to the student’s bank account. 

If a student opts out, the school may, but is not required to, offer the 
student another way to purchase books and supplies as long as it does not 
otherwise delay providing funds to the student as a credit balance. 


A school is required to provide, in its financial aid information and 
its notifications provided to students receiving FSA funds, information 
on the way the school provides for Federal Pell Grant eligible students 
to obtain or purchase required books and supplies by the seventh day 
of a payment period under certain conditions and how the student may 
opt out. The information must indicate whether the school will enter a 
charge on the student’s account at the school for books and supplies or 
pay funds to the student directly. Also, during the aid counseling process, 
the school must explain to a student who qualifies for the funds advanced 
to purchase books and supplies how the method is handled at the school 
and how a student may opt out. 


TIME FRAME FOR RETURNING AN UNCLAIMED 
TITLE IV CREDIT BALANCE 


FSA funds may not escheat to a state or any other third party. 
(See Chapter 2 for additional information on escheating.) 


A school must return to the Department any Title IV funds, except 
FWS program funds, that it attempts to disburse directly to a student or 
parent that are not received by the student or parent. For FWS program 
funds, a school is required to return only the federal portion of the payroll 
disbursement. 
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If an EFT to a student’s or parent’s financial account is rejected, or a The order in which Title IV 
check to a student or parent is returned, a school may make additional funds must be returned 


attempts to disburse the funds, provided that those attempts are made URRUCS PIER BRACE Cane Toners 


not later than 45 days after the EFT was rejected or the check returned. In ; Direct PLUS Loans), including a loan 


cases where the school does not make another attempt, the funds must be created because a TEACH Grant 
recipient failed to provide the confirm- 
ation required under 34 CFR 686.40(a), 


returned to the Department before the end of this 45-day period. 


120 days after ceasing enrollment 


The school must cease all attempts to disburse the funds and return + Subsidized Direct Loans 
them no later than 240 days* after the date it issued the first check. All © Velie Penis ot 
‘ ; ‘ Hise + Direct PLUS Loans 
unclaimed credit balances must be returned. There is no de minimis . Federal Pell Grants 


amount. + FSEOG Grants 
TEACH Grants 
Iraq and Afghanistan Service Grants 


When A School Must Return a Title IV Credit Balance 
Clarification After 240 Days 


Because the regulations allow schools up to 240 days to deliver a Title IV Credit Balance to a student who left 
school before receiving the credit balance, a school might find that it is holding Title IV funds that belong to a 
student the school cannot locate. When that happens, the school should return the Title IV funds in the same order 
the school would use if the school had to return funds because the student withdrew before the 60% point in the 
payment period or period of enrollment (See sidebar for the order of return). 


Direct Loans—tThe school must complete two separate procedures 
1. The school must return the funds through G5. 
2. The return must be offset by a downward reduction in student's Direct Loan record in COD. 
When the school reduces the student's Direct Loan actual disbursement amounts in COD, the 


information is transmitted to the student's loan servicer and results in a reduction of the outstanding 
principal balance on the student's loan. 


Perkins Loans—The school must 
: reimburse its Perkins Loan fund; 
a report those funds as income in Part Ill, Section A of the FISAP; and 


: reduce the student's Perkins Loan balance, and make an accounting entry that ties the reduction to the 
journal entry for the reimbursement of its Perkins Loan fund. 


The school should not make any changes to the student's Perkins promissory note. 


Pell Grants, TEACH Grants, and Iraq and Afghanistan Service Grants—The school must complete two separate 
procedures 


1. The school must return the funds through G5. 


2. The return must be offset by a downward reduction in student's Pell or Iraq and Afghanistan Service 
Grant award in COD. 


Supplemental Educational Opportunity Grants—lf the award year has not changed, the school can immediately 
award the funds to another eligible student. If the award year has changed and the school has not already carried 
forward the maximum 10% allowable, the school may carry the funds forward to the current year and award 
them to another eligible student. Note that the school will have to amend Part IV, Sections B-E and Part VI of the 
FISAP to reflect the amount being carried forward. 


If the FSEOG funds cannot be carried forward to the next award year the school must return them to the correct 
award year through G5, and amend Part IV, Sections C-E and Part VI of the FISAP. 
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Prohibited Behavior 


A school may not suggest or require 

that all students, or all of a specific group 
of students (e.g., all those in the final 

term or payment period of a program, 

as applicable) allow the school to hold a 
Title IV credit balance for unanticipated 
expenses that do not currently appear on 
the student's account and are not part of 
the charges normally assessed to those 
enrolled in the student's program of study. 


Title IV funds are provided to a student 

to pay current charges (charges for the 
payment period or period of enrollment), 
not charges that might or might not 
accrue to the student at some undefined 
“later time.” Moreover, Title IV credit 
balances must be available for students to 
use to pay non-institutional charges such 
as off-campus housing or transportation 


for the current period. 


In addition, the requirement under 34 CFR 
165(b)(5)(iii) that Title IV loan funds be 
disbursed by the end of the loan period 
means that those funds may not be held 

in anticipation of charges that might be 
posted to a student's account after the end 
of a loan period. 


During a program review or federal audit, 
the Department will review authorizations 
to hold credit balances, and note patterns 
that suggest a school is pressuring 
students to allow the school to hold credit 
balances and then using those credit 
balances to pay charges for periods that 
begin after the end of the loan period or 
last payment period in the award year as 
applicable. 


34 CFR 165(b)(5)(iii) 
34 CFR 668.165(b)(2)(i) 
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HOLDING FSA CREDIT BALANCES 


A school is permitted to hold credit balances if it obtains a voluntary 
authorization from the student (or parent, in the case of PLUS). If 
your school has the authorization to hold the credit balance, it must 
identify the amount of funds that it holds for the student or parent in a 
subsidiary ledger account designated for that purpose. Your school also 
must maintain, at all times, cash in its bank account at least equal to the 
amount that it holds for students. The school is permitted to retain any 
interest earned on the student’s credit balance funds. 


Because FSA funds are awarded to students to pay current year 
charges, notwithstanding any authorization from the student or parent, 
you must pay 


¢ any remaining balance on FSA loan funds by the end of the 
loan period, and 


¢ any other remaining FSA program funds by the end of the 
last payment period in the award year for which they were 
awarded. 


If your school has lost contact with a student who is due a credit 
balance, you must use all reasonable means to locate the student. If you 
still cannot find the student, your school must return the credit balance to 
the appropriate FSA program(s) and/or lender. The FSA regulations do 
not set specific rules for determining which funds created a credit balance. 
However, we encourage schools to return FSA funds to loan programs 
first to reduce the borrower’s loan balance. For more information on 
holding a credit balance, see the discussion under Authorizations earlier 
in this chapter and the sample authorization on the next page. 

Note: Under the Reimbursement and Heightened Cash Management 
payment methods a school must credit a student’s ledger account 
for the amount of Title IV funds the student or parent is eligible 
to receive, and pay the amount of any credit balance due, before 
the school submits a request for funds. Therefore, schools on the 
Reimbursement and Heightened Cash Management payment 
methods are prohibited from obtaining authorizations to hold 
credit balances and from holding credit balances. 
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Authorization to hold an FSA credit balance 


All elements of an authorization to hold an FSA credit balance 
must be conspicuous. An authorization must include the following 
elements: 


¢ An authorization must explain what FSA funds are covered by 
the document, and it must specify the time period covered. 


¢ An authorization must clearly provide the student or parent 
with the information he or she needs to make an informed 
decision. 


¢ The student or parent must be informed that he or she may 
refuse to authorize any individual item, that he or she may 
cancel such authorization at any time, and that a cancellation is 
not retroactive. 


¢  <Acredit-balance authorization must provide detail that is suf- 
ficient to give the student or parent an idea of how the credit 
balance will be used. 


Schools on Reimbursement and Heightened Cash 
Management are Prohibited from Holding Credit Balances 


The regulations (34 CFR 668.162(c) & (d)) require a school on 
Reimbursement or Heightened Cash Management to credit a student’s 
ledger account for the amount of Title IV funds the student or parent is 
eligible to receive, and pay the amount of any credit balance due under 
34 CFR 668.164(h), before the school submits a request for those funds. 


A requirement to pay students their credit balances prohibits a school 
from holding the funds. Since holding the funds is prohibited, obtaining 
an authorization do so is also prohibited. 


FSA HB July 2016 a TTT 


4-55 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Sample Authorization to Hold an FSA Credit Balance 


TRISKAIDEKA MARLEY UNIVERSITY 
AUTHORIZATION TO HOLD A FEDERAL STUDENT AID CREDIT BALANCE 


Through this document, you will tell Triskaideka Marley University (TKMU/the University) how you would 
like the school to manage the FSA credit balance on your student account. 


An FSA credit balance is created when the total of all FSA funds credited to a student’s account exceeds 
the total of tuition, fees, room, board, and other eligible educational charges on a student's account. Your 
FSA credit balance of $2,500 was created by funds from the Federal Pell Grant and Federal Direct Loan 
Programs. 


Unless a student or parent (in the case of a Parent PLUS loan) authorizes a school to hold a credit balance, 
the credit balance must be paid to the student or parent as soon as possible but no later than 14 calendar 
days after the balance is created (or 14 calendar days after the first day of class if the credit balance was 
created before the first day of class). 


This form, if signed by you, authorizes TKMU to retain an FSA credit balance and pay it to you (the student 
or parent, as applicable) in accordance with TKMU’S Procedure for Paying Federal Student Aid Credit Balances. 
TKMU will pay credit balances by depositing the funds in a savings or checking account designated by the 
student or parent or transferring the funds to a “stored-value” or “debit card” designated by the student or 
parent. 


A student or parent has the right to withhold agreement from all or part of this authorization. If you elect 
not to authorize the University to hold your FSA credit balance, the funds will be paid to you (the student 
or parent as applicable) within the 14-day period noted above. Note that if you elect not to sign this 
form or if you later cancel your authorization, you will be required to pay any outstanding charges to the 
University. 


This authorization will remain in effect for each subsequent payment period unless you withdraw it. 
However, in no case will TKMU hold an FSA credit balance of loan funds beyond the end of the loan 
period, nor an FSA credit balance of other funds beyond the end of the last payment period in the award 
year for which the funds were awarded. 


This authorization may be withdrawn at any time by providing a written request to the following address: 
TKMU Financial Aid Office 
Director of Financial Aid 
1300 Ted Drive, Suite 1313 
Pixie, CA 13013 


If you withdraw your authorization, the University will deliver any remaining credit balance to you within 
14 days. (Note that your cancellation is not retroactive.) 


Authorization 


| voluntarily authorize the University to hold and manage my FSA credit balance as described above, and | 
acknowledge that interest will not be earned on these balances. 


Signature Date 


FSA HB July 2016 
4-56 


Glossary-Acronyms CFR DCL 


Chapter 2—Disbursing FSA Funds 


WHEN A SCHOOL USES THIRD-PARTY SERVICERS TO 
DISBURSE TITLE IV CREDIT BALANCES BY EFT 


In response to current trends, banks and financial service companies 
are now offering services that include the following: 


¢ — obtaining a student's authorization to perform electronic transfers; 


¢ transferring Title IV funds electronically to a student's bank 
account; 


¢ — opening a bank account for the student; and 
¢ issuing debit cards in conjunction with a participating bank. 


Companies that contract with schools to provide these types of 
services in most instances become third-party servicers. 


So long as a school cannot recall or receive a payment from a student 
or parent account, the Department considers the electronic transfer of 
funds to a bank account that a servicer opens on behalf of a student to be 
the equivalent of a school’s transfer of funds to a student’s account and 
the equivalent of making a direct payment to a student. 


A school that enters into a contract with a servicer to provide 
debit, demand, or smart cards through which FSA credit balances 
are paid to students must have a system to ensure compliance with 
all regulatory time frames, including students having access to any 
credit balance within the 14 days and to any FWS wages at least once 
per month. 
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Please see the discussion earlier 
3 in this chapter under Conditions 
under which a third-party servicer 
is responsible for confirming a student's 
eligibility for additional information about 
the responsibilities of third-party servicers 


Schools Must Notify the 
Department About their 
Relationships with Third-Party 
Servicers 


Schools are required to notify the 
Department of all third-party servicer 
contracts—including a servicer that 
participates in any way in establishing or 
maintaining accounts into which Title IV 
credit balances are deposited. 


If a school has submitted information 
regarding its third-party servicers as 
part of applying for certification or 
recertification, no additional submission 
is required. 


A school notifies the Department by 
updating Section J of the E-App within 
10 days of the date of the change or 
action. This notification must include the 
name and address of the servicer and 
the nature of the change or action. 


The school must notify the Department 
within 10 days of any of the following 
changes to servicer arrangements: 


« The school enters into a contract with a 
new third-party servicer. 


+ The school significantly modifies a 
contract with an existing third- party 
servicer. 


+ The school or one of its third-party 
servicers terminates a contract. 


- A third-party servicer ceases to provide 
contracted services, goes out of business, 
or files for bankruptcy. 


A school is only required to submit a 
copy of its contract with a third- party 
servicer if the Department requests it. 
A school is not required to submit the 
contract as part of the recertification 
process. (See Volume 7 for more 
information about contracts with third- 
party servicers.) 
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Third-party Servicer Agreements 


A third-party servicer is an entity that contracts with a school to administer any aspect of its 
FSA programs, including managing the school’s Perkins Loan collections. Thus, if a school 
contracts with a company to perform activities that are the school’s responsibilities under 
the FSA regulations, the company is a third-party servicer. 


The agreement between the school and servicer must be in the form of a written contract 
that may or may not require compensation to the third-party servicer. The contract 
between the institution and the third-party servicer must provide that the third-party 
servicer agrees to the following: 


comply with all the Title IV provisions (this includes those that refer solely to 
institutions as well as those that explicitly reference third-party servicers); 


be jointly and severally liable with the institution for any violation by the third-party 
servicer of any Title IV, HEA provision; 


use any Title IV funds (and any interest or earnings on them) solely for the purposes 
specified in and in accordance with the applicable program regulations; 


refer any reasonable suspicion of fraudulent or criminal conduct in the Title IV 
programs by the institution or by an applicant or student to the Department's 
Inspector General; 


return to the institution all Title IV, HEA program funds and records related to the 
servicer’s administration in the Title IV, HEA programs if the contract is terminated, if 
the servicer ceases to perform any functions prescribed under the contract, or if the 
servicer files for bankruptcy; 


annually submit a compliance audit as provided at 34 CFR 668.23. For a servicer 
that contracts with several participating institutions, a single compliance audit 
can be performed that covers its administrative services for all those institutions. 
Additional information regarding these requirements can be found at the 
Department's Inspector General's website at: 


www2.ed.gov/about/offices/list/oig/nonfed/sfa.html 


34 CFR 668.25 

34 CFR 668.23(a)(3) & (c) 
DCL GEN-12-08 

34 CFR 99.31(a)(1)(i)(B) 
34 CFR 668.2 

DCL GEN 15-01 


Note: For more information about activities that would define a third-party servicers see 
Volume 1, 34 CFR 668.2 and DCL GEN 15-01. 
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Schools must provide students a choice NEW | 
of the way they receive Title IV credit balances 


A school located in a state that makes direct payments to students by 
EFT that enters into an arrangement described later in this chapter under 
Tier One (T1) and Tier Two (T2)Arrangements including an institution 
that uses a third-party servicer to make those payments, must establish a 
selection process under which students choose one of several options for 
receiving those payments. 


In all cases student consent must be obtained in writing (including 
electronically) and schools must retain copies of that consent. 


A school’s selection process must 


1. inform students in writing that they are not required to open 
or obtain a financial account or access device offered by or 
through a specific financial institution in order to receive their 
Title IV credit balances; 


2. ensure that student options for receiving direct payments are 
described and presented in a clear, fact-based, and neutral 
manner; 


3. ensure that initiating direct payments by EFT to a students’ 
existing financial accounts is as timely and no more onerous to 
students as initiating an EFT to accounts provided under Tier 
One and Tier Two Arrangements; 


4. allow students, at any time, to change their previously 
selected payment options, as long as students provide the 
school with written notice of the change within a reasonable 
time; 

5. ensure that no account option is preselected; and 

6. ensure that students who do not make an affirmative 
selection are paid the full amount of their credit balance within 


the time-frame specified in the appropriate 
regulations. 


Student Choice 
34 CFR 668.164 (d) 


“Located in a State” Defined 


State A State of the Union, American 
Samoa, the Commonwealth of Puerto 
Rico, the District of Columbia, Guam, the 
Virgin Islands, the Commonwealth of the 
Northern Mariana Islands, the Republic of 
the Marshall Islands, the Federated States 
of Micronesia, and the Republic of Palau. 


The latter three are also known as the 
Freely Associated States. An institution 
is physically located in a state if it has a 
campus or other instructional site in that 
state. 


Exception to Selection Process 


A school that does not offer or use any 
financial accounts under Tier One or Tier 
Two Arrangements may make direct 


payments to a student's or parent's 
existing financial account, or issue a check 
or disburse cash to the student or parent 
without establishing this selection process. 
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Why the Department 
Distinguished Between 
Financial Institutions and 
Third-Party Servicers that 
Process Direct Payments 


Financial entities and third-party servicers 
face divergent monetary incentives. 

Banks and credit unions have incentives 
to create long-term relationships with 
college students because such providers 
are working to establish relationships (and 
resultant revenue) that will go on long 
after the student has left the school. Other 
types of entities—third-party servicers 

in particular—are more likely to seek to 
partner with schools to provide fee-based 
services to both the schools and the 
students. 


A third-party servicer's relationship with a 
student typically ends once the student is 
no longer enrolled, and the nature of this 
short-term interaction creates an incentive 
to increase fee revenue over what 
traditional banks might charge. In addition, 
third-party servicers have privileged 
access to systems and data that more 
traditional banks not serving as third-party 
servicers do not. As a result, these third- 
party servicers have been able to brand or 
market access devices in ways that may 

(1) confuse students into assuming the 
device is required as part of enrollment, (2) 
can prioritize electronic delivery of credit 
balances to a preferred account before a 
preexisting bank account, and (3) access 
personal student information for targeted 
marketing purposes. 


Multiple independent agencies 
(Consumers Union, GAO, USPIRG, ED’s 
OIG, FDIC etc.) have found that students 

in relationships with third-party servicers 
that provide direct payments to students 
often face higher costs, deceptive business 
practices, and misleading direct marketing. 


Finally, the requirements described under 
Tier One and Tier Two Arrangements do 
not apply to accounts only incidentally 
offered to students. These requirements 
apply to schools, third-party servicers, and 


the arrangements those entities voluntarily 


enter into that impact the delivery of 
Title IV funds. 
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In describing the options under its selection process, a school | NEW | 


¢ must present prominently as the first option, a financial 
account belonging to the student; 


¢ must list and identify the major features and commonly 
assessed fees associated with each financial account offered un- 
der Tier One and Tier Two arrangements 


¢ must provide a URL on which the terms and conditions 
associated with each account are provided; 


The Department will consult with the Bureau of Consumer Financial 
Protection and publish in a future Federal Register standards for 

the format, content, and update requirements regarding the major 
features and assessed fees associated with these accounts. If, by July 


1, 2017, a school is in compliance with those standards, it will satisfy 
the Department's requirements with respect to describing the major 
features and assessed fees associated with the accounts. 


¢ May provide, for the benefit of the student, information about 
available financial accounts (other than those provided in Tier 
One and Tier Two arrangements) that are checking, savings, 
or similar accounts insured by the Federal Deposit Insurance 
Corporation (FDIC) accounts or National Credit Union Share 
Insurance Fund (NCUSIF). 
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TIER ONE AND TIER TWO ARRANGEMENTS 


In 2009, due largely to concerns raised by consumer advocates and 
students related to the marketing practices and financial incentives 
contained in contractual relationships between institutions and credit 
card providers, Congress passed, and the President signed, the Credit 
Card Accountability Responsibility and Disclosure Act of 2009 (CARD 
Act). The CARD Act made a number of significant changes to the 
consumer protections available to college students by authorizing new 
rules to restrict credit card marketing practices on campus, impose 
transparency requirements, ban “free” gifts for signing up for an account, 
and require consumers under the age of 21 to show ability to pay or get a 
cosigner in order to get a credit card. 


Introduction 


On October 30, 2015, the Department published regulations that 
build upon the protections extended to students under the CARD Act. 
The new regulations identify two types of agreements between schools 
and financial services providers—Tier 1 and Tier 2 Arrangements. 


Tier 1 arrangements 


A Tier 1 (T1) Arrangement is one in which a school located in a 
state contracts with a third-party servicer to perform one or more of the 
functions associated with processing direct payments of Title IV funds 
on behalf of the school, and the school, or third-party servicer makes 
payments to one of the following: 


+ One or more financial accounts that are offered to students 
under the contract 


¢ A financial account where information about the account is 
communicated directly to students by the third-party servicer, 
or the school on behalf of or together with the third-party 
servicer 


¢ A financial account where information about the account is 
communicated directly to students by an entity contracted with 
or affiliated with the third-party servicer. 


Examples of functions associated with processing direct payments 
of Title IV funds on behalf of the school include: receiving Title 
IV funds; posting Title IV funds to student accounts; calculating a 


student's Title IV credit balance; processing documents for direct 
payment to students; and disbursing or delivering FSA funds. 


FSA HB July 2016 


Definitions 


Access Device means a card, code, or 
other means of access to a financial 
account, or any combination thereof, 
that may be used by a student to 
initiate electronic fund transfers. 


Depository Account means an account 
at a depository institution described 
in 12 U.S.C. 461(b)(1)(A), or an account 
maintained by a foreign institution at 
a comparable depository institution 
that meets the requirements of 34 CFR 
668.163(a)(1). 


EFT (Electronic Funds Transfer) means 
a transaction initiated electronically 
instructing the crediting or debiting of 
a financial account, or an institution's 
depository account. For purposes 

of transactions initiated by the 
Department, the term “EFT” includes 
all transactions covered by 31 CFR 
208.2(f). For purposes of transactions 
initiated by or on behalf of an 
institution, the term “EFT” includes, 
from among the transactions covered 
by 31 CFR 208.2(f), only Automated 
Clearinghouse transactions. 


Financial Account means a student's 

or parent’s checking or savings 
account, prepaid card account, or other 
consumer asset account held directly 
or indirectly by a financial institution. 


Financial institution means a bank, 
savings association, credit union, or 
any other person or entity that directly 
or indirectly holds a financial account 
belonging to a student, issues to a 
student an access device associated 
with a financial account, and agrees 
with the student to provide EFT 
services. 


Parent means the parent borrower of a 
Direct PLUS Loan. 


Student Ledger Account means a 
bookkeeping account maintained by 
an institution to record the financial 
transactions pertaining to a student's 
enrollment at the institution. 


4-61 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Privacy and security in T1 accounts 


All T1 and T2 Accounts The Gramm-Leach-Bliley (GLB) Act requires that schools have in 
must satisfy the regulations place an information security program that ensures the security and 
governing federal confidentiality of customer information, protects against anticipated 
government participation in threats to the security or integrity of such information, and guards against 
the the unauthorized access to or use of such information. (For information 
Automated Clearing House on the GLB Act, see Volume 2.). 
(ACH) 
34 CFR 668.164(g) Schools that participate in T1 Arrangements must ensure that NEW | 
students actively consent to participate in any account offered under that 
ALG sie RP one sees ar T1 Arrangement and that, in obtaining students’ consent, schools must 
sa ee pee a a eae satisfy the standards presented earlier in this chapter under Schools must 
funds are federal payments and as such provide students a choice. We remind schools that informing students of 
must be deposited into an account at a the terms and conditions of the each financial account offered are part of 
financial institution. that process. 
The accounts at the financial institution . ; 
paniehise icine mane of tha ctadent A school must ensure that it obtains a student’s consent to open 
an account under a T1 Arrangement, before an access device, or a E9 
All payments of Title IV funds deposited representation of an access device, is sent to the student. However, a 


to an account that students will access 


school may send a student an access device that is a card provided to 
through a prepaid card must 


the student for school activities, such as a student ID card, so long as 


ba héld ata finandatinstitution; the school or financial institution obtains the student’s consent before 

validating the access device for use by the student in relation to the 
must meet the requirements for financial account. 
pass-through deposit or share insur- 
ance such that the funds accessible Before a student selects the way he or she will receive direct payments 
PRPOuGHMDe cald are insures tare from a school, the school is prohibited from sharing any personally Ey 
benefit of the recipient by the Federal 


identifiable information (PII) about a student with a third-party servicer 
or financial institution except 


Deposit Insurance Corporation or the 
National Credit Union Share Insurance 


Fund in accordance with applicable : . . 
law; and ¢ directory information; 


¢ aunique student identifier generated by the school that does 


NOT be attached to a line of credit or ; F P : : 
not include a Social Security number, in whole or in part; 


loan agreement under which repay- 
ment from the account is triggered o the disbursement amount; 

upon delivery of the Title IV payments. . 

¢ apassword, PIN code, or other shared secret provided by the 
In addition, the financial institution school that is used to identify the student; and 

issuing the card must provide the holder 

of the card with all of the consumer ¢ any additional items specified by the Department in a notice 
protections, and must comply with published in the Federal Register. 

all of the requirements that apply to a 


Payroll cate aecoeint Wide) evules Schools, third-party servicers and financial institutions are jointly 


implementing the Electronic Fund : : : : : 

Transfer Ace as amended, responsible for ensuring that any personally identifiable information gy 
about students is used solely for activities that support making direct 

31 CFR 210.5(a) and (b)(5) payments to the student and not for direct marketing or any other 


purpose; and is not shared with any other affiliate or entity except for 
purposes of making direct payments of Title IV, HEA program funds. 
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Disclosure Requirements Associated with Tier One Arrangements 


No later than September 1, 2016, and thereafter no later than 60 days following the most recently 
completed award year, a school that offers accounts under T1 Arrangements, must disclose conspicuously 
on the school’s website (and in a format established by the Department) the contract(s) establishing the 
T1 Arrangement between the school and third-party servicer or financial institution acting on behalf of the 
third-party servicer, as applicable, except for any portions that, if disclosed, would compromise personal 
privacy, proprietary information technology, or the security of information technology of physical facilities. 


No later than September 1, 2017, and thereafter no later than 60 days following the most recently 
completed award year, disclose conspicuously on the school’s website and in a format established by the 
Department 


= the total consideration for the most recently completed award year, monetary and non- 
monetary, paid or received by the parties under the terms of the contract and contract data; and 


for any year in which the institution’s enrolled students open 30 or more financial accounts 
under the T1 Arrangement, the number of students who had financial accounts under the 
contract at any time during the most recently completed award year, and the mean and median 
of the actual costs incurred by those account holders. 


Student access to and costs for T1 accounts NEW | Clarification] 


Schools located in a state must ensure that students who choose to 
participate in accounts offered under T1 Arrangements Circumstances that are neither 


T1 nor T2 Arrangements 
4 1. have convenient access to the funds in the financial account 
through a surcharge-free national or regional Automated Teller [P@mples of circumstances that are neither 
: : ; 1 nor T2 Arrangements and therefore are 
Machine (ATM) network that has ATMs sufficient in number not be subject to the regulations are 
and housed and serviced in a way that guarantees that Title 


IV funds are reasonably available to students, including at the * general marketing of a financial institu- 
times the school or its third-party servicer makes direct pay- tion that does not specify the kind of 
ments into the financial accounts of those students; account or how it may be opened (i.e., 
not direct marketing described under 
2. do not incur any cost §668.164(f)(3)); 
‘ ‘ ekg * sponsorship of on-campus facilities with 
GD e for opening the financial account or initially ee canal sh ding ttiabeows 
receiving an access device; not promote particular accounts; 
a lease permitting the operation of an 
e conducting a balance inquiry or withdrawal of funds on-campus branch or on-campus ATMs; 
at an ATM in a state that belongs to the surcharge-free | a list of area financial institutions recom- 
regional or national network; mended generally to students for infor- 


mational purposes rather than being 
provided as part of a contract with the 


e when the student conducts point-of-sale transactions egies 
institution; and 


ina state (assessed by the institution, third- party providing studenisacceeete Tey 
servicer, or a financial institution associated with the credit balances through school-issued, 
third-party servicer); stored-value cards with no third-party 


involvement (See the discussion later in 
this chapter.) 
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3. have no credit extended or associated with the financial NEW | 


account, and 


4. have no fees charged to the student for any transaction or 
withdrawal that exceeds the balance in the financial account or 
on the access device. 


Other Responsibilities of Schools that Offer T1 Accounts 


A school that offers accounts under T1 Arrangements must ensure 
that 


¢ financial accounts and access devices are not marketed, por- 
trayed as, or converted into credit cards; 


¢ no credit is extended or associated with the financial account, 
and no fee is charged to the student for any transaction or 
withdrawal that exceeds the balance in the financial account or 
on the access device, except that a transaction or withdrawal 
that exceeds the balance may be permitted only for an inadver- 
tently authorized overdraft, so long as no fee is charged to the 
student for such inadvertently authorized overdraft; 


¢ the school, third-party servicer, or third-party servicer’s asso- 
ciated financial institution provides a student account holder 
convenient access to Title IV, HEA program funds in part and 
in full up to the account balance via domestic withdrawals and 
transfers without charge, during the student's entire period of 
enrollment following the date that such Title IV, HEA program 
funds are deposited or transferred to the financial account; 


¢ the school takes affirmative steps, by way of contractual 
arrangements with its’ third-party servicer as necessary, to 
ensure all requirements for Tl Arrangements are met; 


¢ — ensure that the terms of the accounts offered pursuant to a T1 GD 
Arrangement are not inconsistent with the best financial inter- 
ests of the students opening them. 


Se | FSA HB July 2016 


4-64 


Glossary-Acronyms CFR DCL Chapter 2—Disbursing FSA Funds 


The Department considers this requirement to be met if: 


a school documents that it conducts reasonable due 
diligence reviews at least every two years to ascertain 
whether the fees imposed under the T1 Arrangement 
are, considered as a whole, consistent with or below 
prevailing market rates; and 


all contracts for the marketing or offering of a school’s 
T1 Arrangements to its students make provision for 
termination of the arrangement by the school based 
on complaints received from students or a 
determination by the school that the fees assessed 
under the T1 Arrangement are not consistent with or 
are higher than prevailing market rates. 


When a student who has elected to receive direct 
payments toaT1 account is no longer enrolled 


Except for the limitation on the use and sharing of PII, the 
requirements applicable to T1 Arrangements no longer apply with respect 
to a student when that student is no longer enrolled and there are no 
pending Title IV disbursements at the school. 


A school may continue to share information about the enrollment 
status of its students with the servicer or entity that is party to the 
arrangement so that the servicer or entity can continue to comply with 
the applicable regulations. 
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| NEW J Tier 2 Arrangements 


A Tier 2 (T2) Arrangement is one in which a school located in a state 
has a contract with a financial institution, or entity that offers financial 
accounts through a financial institution, under which financial accounts 
are offered and marketed directly to students enrolled at the school. 


A financial account is marketed directly if 


¢ the school communicates information directly to its students 
about the financial account and how it may be opened; 


¢ the financial account or access device is cobranded with the 
school’s name, logo, mascot, or other affiliation and is marketed 
principally to students at the institution; or 


¢ acard or tool that is provided to the student for school purpos- 
es, such as a student ID card, is validated, enabling the student 
to use the device to access a financial account. 


Formula for determining the required level of school 
compliance 


A school must comply with all of the requirements that apply to 
Tier 2 Arrangements if for the three most recently completed award years 


1. an average of 500 or more of its students had a Title IV credit 
balance; or 


2. an average of five percent or more of the students enrolled at the 
institution had a Title IV credit balance as determined through 
the following formula: 


The average number of students with credit balances 
for the three most recently completed award years 


The average number of students enrolled at the institution 
at any time during the three most recently completed award years. 


Schools that fall below this threshold but have at least one student 
with a Title IV credit balance for the three most recently completed 
award years, are exempt from certain requirements as described later in 
this chapter under Schools that fall below the threshold. TIP | 
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Privacy and security in T2 accounts 


The Gramm-Leach-Bliley (GLB) Act requires that schools have in 
place an information security program that ensures the security and 
confidentiality of customer information, protects against anticipated 
threats to the security or integrity of such information, and guards against 
the unauthorized access to or use of such information. (For information 
on the GLB Act, see Volume 2.). 


Schools that participate in T2 Arrangements must ensure that 
students actively consent to participate in any account offered under a T2 
Arrangement. A school must obtain that consent before 


¢ the school provides, or permits a third-party servicer to pro- 
vide, any personally identifiable information about the student 
to the financial institution or its agents, other than directory 
information; and 


¢ — anaccess device, or a representation of an access device, is sent 
to the student. 


However, a school may send a student an access device that is 

a card provided to the student for school activities, such as a 
student ID card, so long as the school or financial institution 
obtains the student's consent before validating the access device 
for use by the student in relation to the financial account. 


In addition, before the final T2 account is opened, schools must 


¢ list and identify the major features and commonly 
assessed fees associated with each financial account offered un- 
der Tier One and Tier Two Arrangements; and 


¢ provide a URL on which the terms and conditions 
associated with each account are provided. 
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NEW J Student access to and costs for T2 accounts 


Schools must ensure that students who choose to participate in 
accounts offered under T2 Arrangements 


1. have convenient access to the funds in the financial account Ea 


Limited Applicability through a surcharge-free national or regional Automated Teller 
of Fee Restrictions Machine (ATM) network that has ATMs sufficient in number 
Note that thee restrictionsthab agely and housed and serviced in a way that guarantees that Title 
to Tier 1 accounts do not apply to Tier 2 IV funds are reasonably available to students, including at the 
accounts. times the school or its third-party servicer makes direct pay- 


ments into the financial accounts of those students; and 


2. do not incur any cost for 


e opening the financial account or initially Ga 
receiving an access device; or 


e conducting a balance inquiry or withdrawal of funds 
at an ATM ina state that belongs to the surcharge-free 
regional or national network. 


Other responsibilities of schools that offer T2 accounts 


A school that offers accounts under T2 Arrangements must ensure 
that 


¢ the financial accounts are not marketed or portrayed as, or 
converted into, credit cards; 


¢ the school takes affirmative steps, by way of contractual 
arrangements with its third-party servicer as necessary, to en- 
sure all requirements for T2 Arrangements are met; 


« the terms of all T2 accounts offered are not inconsistent with the 
best financial interests of the students opening them. 


The Department considers this requirement to be met if— 


e ‘The institution documents that it conducts reasonable 
due diligence reviews at least every two years to 
ascertain whether the fees imposed under the T2 
Arrangement are, considered as a whole, consistent 
with or below prevailing market rates; and 


e All contracts for the marketing or offering of accounts 
pursuant to T2 Arrangements to the institution's 
students make provision for termination of the 
arrangement by the institution based on complaints 
received from students or a determination by the insti- 
tution under paragraph (f)(4)(viii)(A) of this 
section that the fees assessed under the T2 
Arrangement are not consistent with or are above 
prevailing market rates. 


FSA HB July 2016 
4-68 


Glossary-Acronyms CFR DCL 


Chapter 2—Disbursing FSA Funds 


When a student who has a T2 account is no longer 
enrolled 


Except for the Disclosure Requirements Associated with Tier Two 
Arrangements with respect to students enrolled during the award year 
for which the institution is reporting, the requirements applicable 
to T2 Arrangements no longer apply with respect to a student when 
that student is no longer enrolled and there are no pending Title IV 
disbursements at the school. 


A school may continue to share information related to enrollment 
status with the financial institution or entity that is party to the 
arrangement. 


Schools that fall below the threshold NEW | 


A school that had at least one student with a Title IV credit balance 
for the three most recently completed award years, but had less than 
the number and percentage of students with credit balances described 
under Formula for determining the required level of school compliance 
earlier in this chapter is exempt from the following T2 requirements: 


¢ the requirement discussed earlier in this chapter under Schools 
must provide students a choice. 


« the web disclosure requirements described under Disclosure 
Requirements Associated with Tier Two Arrangements earlier in 
this chapter; 


¢ — ensuring the terms of all accounts offered under a T2 
Arrangement are consistent with the best financial interests of 
the students opening them; and 


¢ ensuring that students have convenient access to the funds 

in the financial account through a surcharge-free national or 
regional Automated Teller Machine (ATM) network that has 
ATMs sufficient in number and housed and serviced in a way 
that guarantees that Title IV funds are reasonably available to 
students, including at the times the school or its third-party 
servicer makes direct payments into the financial accounts of 
those students. 


The Department encourages 

schools that fall below the 
threshold to comply voluntarily with 
the web disclosure requirements 


described under Disclosure 
Requirements Associated with Tier Two 
Arrangements earlier in this chapter. 
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Disclosure Requirements Associated with Tier Two Arrangements 


No later than September 1, 2016, and thereafter no later than 60 days following the most recently 
completed award year, a school that offers accounts under T2 Arrangements, must disclose conspicuously 
on the school’s website (and in a format established by the Department) the contract(s) establishing the 
T2 Arrangement between the school and third-party servicer or financial institution acting on behalf of the 
third-party servicer, as applicable, except for any portions that, if disclosed, would compromise personal 
privacy, proprietary information technology, or the security of information technology of physical facilities. 


No later than September 1, 2017, and thereafter no later than 60 days following the most recently 
completed award year, disclose conspicuously on the school’s Web site and in a format established by the 
Department 


= _ the total consideration for the most recently completed award year, monetary and non- 
monetary, paid or received by the parties under the terms of the contract; and 


for any year in which the institution’s enrolled students open 30 or more financial accounts 
under the T2 Arrangement, the number of students who had financial accounts under the 
contract at any time during the most recently completed award year, and the mean and median 
of the actual costs incurred by those account holders. 


Schools with T2 accounts are also required to ensure this data is posted in the centralized database ona 
URL provided by the Department. 


Cobranding of financial accounts that are not T2 accounts 


If a school enters into an agreement for the cobranding of a financial 
account with the school’s name, logo, mascot, or other school insignia but 
the school maintains that the account is not marketed principally to its 
enrolled students and does not otherwise satisfy the definition of a Tier 
2 account, the school must retain the cobranding contract and all other 
documentation the school believes provides evidence that the account is 
not marketed directly to its enrolled students. 


A school must include in the documentation it maintains all evidence 
that the cobranded financial account or access device is offered generally 
to the public. 
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SCHOOL-ISSUED STORED-VALUE CARDS WITH 
NO THIRD-PARTY INVOLVEMENT 


Historically, there have been instances where schools themselves 
have provided student ID cards which, in addition to allowing access to 
controlled buildings, permitting the use of labs and equipment, providing 
library privileges, etc., are used to hold funds for student use. In some 
cases, those schools also allow students to have their Title IV credit 
balances placed on those “school-issued stored-value” cards. 


As long as 


¢ there is no financial institution or third-party involved in mar- 
keting the school-issued stored-value cards; 


¢ the school itself is holding and is in control of the funds held 
on those cards; 


+ the “stored-value cards” are the students’ IDs; 


+ the ID cards are not “branded” with the name of a financial in- 
stitution or bank; and 


¢ the ATMs through which students access their funds are leased 
or owned by the school 


—then the school-issued cards do not fall under the definition of an 
account with at third-party servicer. 


When a school pays an FSA credit balance to a student by making 
those funds available through a school-issued stored-value card over 
which the school exercises control, and with which there is no third- 
party involvement, the school is, in effect, holding a student’s FSA credit 
balance. Therefore, all of the conditions on holding credit balances 


apply. 


If a student withdraws his or her authorization for the school to hold 
the credit balance in a school-issued stored-value card, the school must 
deliver any remaining credit balance within 14 days. 


If a student withdraws from school and any of the FSA credit balance 
in his or her school-issued stored-value card is unclaimed, the school 
must return to the Department any unclaimed funds within the time 
frames specified earlier in this volume under Time frame for returning 
unclaimed FSA credit balances. 
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Overawards and 
Overpayments 


CHAPTER 3 


In this chapter, we will discuss a students and a schools responsibility for resolving overawards and 
overpayments. This chapter does not cover returning funds when a student withdraws. 


Please see Volume 5 for a discussion of returning funds when a student withdraws. (Please see 
| Volume 3 for a discussion of avoiding overawards during the packaging process.) 


OVERAWARDS 


An overaward exists when a student’s aid package exceeds his or her 
need. While your school must always take care not to overaward a 
student when packaging his or her aid, circumstances may change after 
you have packaged the student’s aid that result in an overaward. For 
instance, the student may receive a scholarship or grant from an outside 
organization. When an overaward situation arises, you may be required 
to adjust the federal student aid (FSA) in the student’s package in order to 
eliminate the overaward. 


Overawards only become overpayments if a school cannot correct 
them before funds are disbursed to a student. That is, an overpayment 
exists when some or all of the funds that make up an overaward have 
been disbursed to the student. An overaward exists whenever a 


¢ school awards aid either to a student who is ineligible for a 
specific program or to a student who is ineligible for any FSA 
program assistance; 


¢  student’s award in an individual program exceeds the regula- 
tory maximum, e.g., lifetime limit for Pell, annual or aggregate 
loan limits, annual limit on Federal Supplementary Educational 
Opportunity Grant (FSEOG) awards, or a Pell award based on 
the wrong payment schedule/enrollment status; 


¢  student’s aid package exceeds his or her need (including when 
the student’s Expected Family Contribution [EFC] is revised 
upward after initial packaging); 


¢  student’s award exceeds his or her cost of attendance (COA); 
and 


¢ student is receiving a Pell or Iraq and Afghanistan Service 
Grant at multiple schools for the same period. 


In general, unless a school is liable, a student is liable for any 
overpayment made to him or her that is greater than $25.00. 
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When There Are 
Different Regulations 


When a student's aid package includes 
assistance from multiple programs and 


those programs have different 
overpayment regulations/requirements, a 
school must apply the most restrictive 
requirements. 


Overpayments 

FSA debts 34 CFR 668.35 
Pell Grants 34 CFR 690.79 
DL 34 CFR 685.303(e) 


Overpayments and eligibility 
HEA Sec. 484(a)(3) 
34 CFR 668.22(h), 668.32(g)(4), 668.35(c)&(e) 


Recovery of loan disbursements to 
students ineligible due to immigration 
status 

34 CFR 668.139 


Recovery of interim disbursements 
34 CFR 668.61 
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If an Iraq and Afghanistan Service 
Grant recipient becomes Pell eligible 


If an Iraq and Afghanistan Service Grant 
recipient becomes eligible for a Pell Grant 
during the award year, then the school 
must treat the Pell Grant as Estimated 
Financial Assistance and may need to 
adjust the student's aid package. 


Schools must have a process to identify 
those lraq & Afghanistan Service Grant 
recipients who become Pell Grant eligible 
during the year. 
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Pell Grants 


A Pell Grant is determined by using the Pell Payment Schedule 
appropriate for the student’s enrollment status, as well as the correct EFC 
and COA. A correctly determined Pell Grant is never adjusted to take 
into account other forms of aid. Therefore, if a student’s aid package ex- 
ceeds his or her need, you must attempt to eliminate the overaward by 
reducing other aid your school controls. A Pell Grant awarded to an ineli- 
gible student is an overaward, as is a grant based on an enrollment status 
greater than that for which the student is enrolled. 


Iraq and Afghanistan Service Grants 


The following situations are considered Iraq and Afghanistan Service 
Grant overawards and must be corrected 


¢ anaward made to an ineligible student; 


¢ — anaward based on a Pell Grant Payment Schedule for an 
enrollment status that is greater than that for which the student is 
enrolled; and 


¢ — anaward that by itself exceeds a student’s COA. 


Iraq and Afghanistan Service Grants, like Pell Grants, are not 
adjusted to take into account other forms of aid. So, if a student’s aid 
package includes an Iraq and Afghanistan Service Grant and the aid 
package exceeds his or her need or cost of attendance, but the Iraq and 
Afghanistan Service Grant was determined correctly and by itself does 
not exceed the student’s need, you must reduce other aid in your effort to 
eliminate the overaward. 
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TEACH Grants 
When a student has no need-based aid 


TEACH Grants are not considered to be need-based aid. However, 
a student’s TEACH Grant in combination with a student’s other non- 
need-based estimated financial assistance (EFA) may not exceed the | 
student’s COA. 


If a student is not receiving need-based financial assistance, the EFC 
is not included in determining whether a student is in an overaward 
status. If you discover a situation in which a student who is not receiv- 
ing any need-based financial assistance has a TEACH Grant that in 
combination with other non-need based EFA, exceeds the student’s 
COA, the TEACH Grant must be reduced. 


When a student is receiving need-based aid 


For a student who is receiving need-based federal student aid, a 
student’s EFC, plus the student’s TEACH grant, plus the student’s other 
EFA may not exceed the student’s COA. 


As with Unsubsidized Direct Loans, PLUS loans, and nonfederal 
education loans, TEACH Grants may be used to replace a student’s EFC. 
If a TEACH Grant exceeds a student’s EFC, the excess TEACH Grant is 
considered financial assistance for other FSA programs. 


If a student’s EFC, plus the student’s TEACH Grant, plus the 
student’s EFA exceeds the student’s COA, the school should first apply 
the TEACH Grant to finance the EFC. (Remember, any TEACH Grant 


above the EFC is considered financial assistance for other FSA programs.) 


If the EFC plus any excess TEACH Grant, plus any other EFA still ex- 
ceeds the student’s COA, the student is in an overaward status that the 
school must resolve. 


Before reducing a student’s need-based aid, the school should 
reevaluate the student’s COA to determine whether the student has 
increased costs that the school did not anticipate when the school 


originally awarded aid to the student. If the student’s costs have increased, 


and the student’s total aid package does not exceed the revised COA, the 
school is not required to take further action. If the school determines that 
the student’s aid package still exceeds the student’s COA, the school must 
resolve the overaward. 


COA may not be exceeded 
Federal Register / Vol. 73, No. 121 / June 23, 
2008 / page 35483 


TEACH Grant maximums 
34 CFR 686.21(c) 


TEACH may replace EFC 
34 CFR 686.21(d) 


Reminders 


1. Ifa school chooses not to use the 
TEACH Grant to finance the EFC, then 
all of the TEACH Grant is considered 
EFA for the other FSA programs. 


. Ifa TEACH Grant overpayment 
exists, beginning with any unsub- 
sidized loans, the school should 
first reduce a student's level of 
borrowing. Once a student's loans 
have been reduced, or if the student 
has no loans, it may be necessary for 
the school to reduce the student's 
TEACH Grant or other aid. 


. Ifaschool fails to follow required 
procedures, it must repay any FSA 
overpayment. If the school followed 
the required procedures and the FSA 
overpayment is $25.00 or more, the 
student must repay the overpayment. 
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TEACH Grant Overpayments—Examples 


Example 1 
When a student is not receiving need-based aid 


Rule: The TEACH Grant, in combination with other non-need- 
based EFA, may not exceed COA, and any EFC is ignored. 


COA $9,000.00 TEACH Grant $4,000.00 
EFC (ignore) 1,000.00 Other non-need-based EFA 6,000.00 
Total EFA $10,000.00 


A student receives a $6,000.00 non-need-based scholarship after beginning class and after his 
TEACH Grant has been posted to his account. The student is not receiving any need-based EFA, 
and therefore the EFC is ignored. The TEACH Grant plus the other non-need-based EFA exceeds 
the COA by $1,000.00 ($10,000.00 — $9,000.00). The $1,000.00 is a TEACH Grant overpayment the 
school must resolve. 


Example 2 
When a student is receiving need-based aid 


Rule: The student’s EFC plus the TEACH Grant, in combination with any other EFA, may not exceed 
COA. However, the TEACH Grant may be used to replace the EFC. If a school elects this option, 
the amount by which the TEACH Grant exceeds the EFC is considered EFA for FSA purposes. 


A student receives a $6,000 need-based scholarship after beginning class and after his TEACH 
Grant has been posted to his account. The student is receiving need-based EFA. Therefore, the 
EFC must be considered. The total of the EFC ($1,000.00), the TEACH Grant ($4,000.00), and other 
EFA ($6,000.00), is $11,000.00 and exceeds the COA by $2,000.00 ($11,000.00 — $9,000.00). The 
$2,000.00 is an overpayment the school must resolve. 


COA $9,000.00 TEACH Grant $4,000.00 
Need-based EFA 6,000.00 

EFC that must be included 1,000.00 

$11,000.00 


If the school elects to use $1,000.00 of the TEACH Grant to replace the EFC, only $3,000.00 of the 
TEACH Grant will be included as financial assistance, and the overpayment that must be resolved 
by the school will be reduced to $1,000.00 (from $2,000.00 because the total aid will now total 
only $10,000.00). 
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Campus-Based Programs 


If a school learns that a student received financial assistance that was 
not included in calculating the student’s eligibility for aid from the Cam- 
pus-Based Programs and that assistance resulted in the student's total 
financial assistance exceeding his or her financial need by more than 
$300.00, the school must take steps to resolve the overpayment. 


Before reducing the student’s Campus-Based aid, the school should 
reevaluate the student’s need to determine whether he or she has 
increased need that was not anticipated when the school initially awarded 
aid to the student. If the student’s need has increased and if the total fi- 
nancial assistance does not exceed the revised need by more than $300.00, 
the school is not required to take further action. 


If the school recalculates the student’s need and determines that the 
student’s need has not increased, or that his or her need has increased 
but that the total financial assistance still exceeds his or her need by more 
than $300.00, the amount that exceeds the student’s need by more than 
$300.00 is an overpayment. The school must eliminate the amount of the 
overpayment that exceeds the $300.00 threshold. 


FWS Program 


Because a student can’t be required to repay wages earned, you can 
only adjust FWS by reducing the hours a student can work in the future 
and thus the student’s future earning. You can continue to employ the 
student, but the student can’t be paid from FWS funds. If you've already 
adjusted all other federal aid and institutional aid, and there’s still an 
overaward, you must reimburse the FWS program from your school’s 
funds. 


FSEOG Overpayments 


For purposes of FSEOG overpayments, when a school awards FSFEOG 


using the individual recipient or aggregate matching share methods, the 
FSEOG overpayment amount includes only the federal share. When a 
school uses the fund-specific method of matching, there is no distinction 
between federal and other funds. As a result, 100% of the funds disbursed 
are considered part of the overpayment. 
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Campus-Based overawards 
34 CFR 673.5(d) 


Campus-Based overaward tolerance 


The $300.00 overaward tolerance/threshold 
for the Campus-Based Programs is allowed 
only if an overaward occurs after Campus- 
Based aid has been packaged. 


The threshold does not allow a school to de- 
liberately award Campus-Based aid that, in 
combination with other, exceeds the 
student's financial need. 
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Overaward Tolerance for Direct Loans 


Direct Loans If you discover that you have budgeted a student to receive more 
Direct Subsidized Loan funds than the student is eligible to receive, so 


In general, there is no tolerance when i306 ay ays 
long as the student has remaining annual and aggregate eligibility for 


determining an overaward in the Direct 


Loan Program. However, if a student's Direct Unsubsidized Loans, you may resolve the overaward by replacing 
financial aid package contains a Direct the undisbursed Direct Subsidized Loan funds with Direct Unsubsidized 
Loan and an FWS award, a $300 toler- Loan funds. 

ance can be applied to eliminate the 


overaward. . ; 
Note: The guidance in Dear Colleague Letter GEN-13-02 that TIP} 
If an overpayment occurs for a student prohibits replacing a Direct Subsidized Loan with a Direct 

who has a Direct Loan and Campus- Unsubsidized Loan as a means of resolving prior inadvertent 


Based awards, unless the Direct Loan . | ae . ; 
ituation ribed here. 
ies Rear nully digurced theDicd overborrowing does not apply to the situation described here 


Loan must be reduced before the 

CANS Diese) MNG Se Qe If you discover that a student has been overawarded and your school 
canceled: has already received and disbursed some or all of the Direct Loan funds, 
you have a number of options: 


¢« — Ifthe package includes an Unsubsidized Direct Loan, a Direct 
PLUS Loan, or a nonfederal education loan, and the aid 
package doesn’t already apply these loans to finance the EFC, 
and the school so chooses, the aid package can be adjusted so 
iFacechool wants tawaplseea that all or some part of these loans replaces the EFC, thus 
Direct Subsidized Loan with reducing or eliminating the overaward. 


a Direct Unsubsidized Loan, (since COD ; 
reporting sud intedaceintornation less ¢ Ifyou have not yet made the second or subsequent disburse- 


closely tied to the award type as identified ment of a Direct Loan, the second or subsequent disbursement 


in the award ID) a school must cancel the can be reduced or cancelled. 
Direct Subsidized Loan and originate a new 


Direct Unsubsidized Loan. « Ifyou determine that the loan was made to an ineligible 


student, the school must return any amount it retained, and for 
any loan funds disbursed directly to a student, the school must 
notify the appropriate loan servicer of the loan of funds that 
are outstanding, so that the Department can issue a 30-day 
demand letter to the student. 


If the overaward situation occurs after Direct Loan funds have been 
fully disbursed, you do not need to adjust it. However, you might have to 
adjust the aid package to prevent an overaward of Campus-Based funds 
or the aid package exceeding the student’s need. 


Although a school isn’t required to return Direct Loan, or nonfed- 
eral education loan funds that were disbursed to the borrower (either 
directly or by applying them to the student account) before the overaward 
situation occurred, the law doesn’t prevent your school from returning 
funds that were applied to the student account if you choose to do so. A 
borrower who receives a direct payment of loan funds is not required to 
repay an overawarded amount, unless the overaward was caused by his or 
her misreporting or withholding information. 
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A resolved overaward may become an overpayment 


If a school has resolved an overpayment by reducing scheduled future 
disbursements for a second or subsequent payment period and the stu- 
dent ceases attendance before the end of the current payment period, that 
portion of the student’s award that was an overpayment must be repaid 
outside of the requirements of 34 CFR 668.22. 


If the school is responsible for repaying the overpayment, the school 
must repay the overpayment before completing any required Return cal- 
culation as described in Volume 5. 


If a student is responsible for repaying the overpayment and the 
student withdrew after the 60 percent point in the payment period or 
period of attendance, as applicable, the school should try to collect the 
overpayment from the student, and if it is unable to do so, should refer 
the student to the Department’s Default Resolution Group. 


If the student is responsible for repaying the overpayment, and the 
student withdrew before the 60 percent point in the payment period or 
period of attendance, as applicable, the school should not take any action 
until it has completed the required Return calculation. 


However, when performing the Return calculation, the school should 
not include the amount of the overpayment for which the student is 
responsible as Aid that was or could have been disbursed (see Volume 5). 
Then, when the school has completed the Return calculation, it should 
document the amount of the overpayment and, as applicable, reduce any 
post-withdrawal disbursement or increase any amount the student must 
return by the amount of the overpayment owed by the student. 
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Overaward and Unsubsidized 
Loan Example 


Hector’s EFC is 4,000. His cost of 
attendance is $12,000. He is supposed 
to receive a subsidized Direct Loan of 
$5,000 and an unsubsidized Direct Loan 
of $3,000, which completely meets his 
need. Before he receives his first loan 
disbursement, Guerrero University also 
gives him a $2,000 scholarship. If Hec- 
tor’s entire loan amount of $8,000 had 
been subsidized, Guerrero would have to 
send some of the loan back. But because 
part of the loan amount is unsubsidized, 
Guerrero simply considers that $2,000 

of the unsubsidized loan that applied 

to Hector’s financial need is now being 
used to replace part of his EFC. 
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A student is considered not to have begun 
attendance if a school is unable to docu- 


ment the student's attendance in any class. 


Returning funds for students 
who do not register or fail to 
begin attendance 

34 CFR 668.21 

34 CFR 674.16(f) 

34 CFR 676.16(d) 

34 CFR 685.303(b)(4) 

DCL GEN-13-02 


Time frame for returning funds for stu- 


dents who fail to begin attendance 
34 CFR 668.21 (b) 


When a Student Withdraws After 
Starting Classes but Before a School's 
Census Date 


A student begins earning FSA funds on 


his or her first day of attendance. There- 
fore, even if a student withdraws before 

a school’s census date, the school must 
perform a Return calculation described in 
Volume 5, Chapter 2. 


Recalculating Pell eligibility 
when a student's enrollment 
status changes before beginning 


attendance in all classes 
34 CFR 690.80(b)(2)(ii) 
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WHEN A STUDENT FAILS TO 
BEGIN ATTENDANCE 


If your school disburses Pell Grant, Iraq and Afghanistan Service 
Grant, TEACH Grant, Perkins Loan or FSEOG funds, but the student 
never begins attending classes, you must return the disbursed funds to the 
respective programs even if those funds were disbursed directly to the 
student.' If the student begins attending some but not all of his or her 
classes, you will have to recalculate the student’s Pell or Iraq and Afghani- 
stan Service Grant award based on the student’s actual enrollment 
status (see Volume 3). 


If a school disburses Direct Loan funds but the student does not be- 
gin attendance, the school must return all Direct Loan funds that were 
credited to the student’s account at the school for the payment period or 
period of enrollment. In addition, a school must return the amount of 
any payments made directly by or on behalf of the student to the school 
for the payment period or period of enrollment, up to the total amount of 
the loan funds disbursed. 


In addition, a school must return any Direct Loan funds that it 
disbursed directly to a student if the school knew prior to disbursing the 
funds directly to the student that the student would not begin attendance 
(for example, if a student notified the school that he or she would not be 
attending or if the school expelled the student prior to directly disbursing 
the funds). 


A school may not ignore information 
available to any office at the school indicating that 


a student failed to begin attendance. 


For any remaining loan funds disbursed directly to a student, the 
school must notify the appropriate loan servicer of the loan funds that are 
outstanding, so that the Department can issue a 30-day demand 
letter to the student. To identify the current servicer of an FSA loan, 
access NSLDS and select “Aid.” Then identify the student and select 
“Loan History.” Under Loan History, the current loan will be listed at 
the top. Use the field “Servicer” to identify the organization to which you 
will be returning funds. Click on the servicer name to access the NSLDS 
Organizational Contact List page. Additional contact information for 
the loan servicers is available on IFAP under the Help menu (Contact 
Information / Service Centers for Schools / Loan Servicing Centers for 
Schools). 


1. Aschool may satisfy this requirement either by redepositing the funds in its federal 
funds account and disbursing them within three days to another eligible student or by 
returning them to the appropriate FSA program using the refund function in G5. 
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Schools must return funds disbursed to students who failed to begin 
attendance as soon as possible but no later than 30 days after the date that 
the school becomes aware that a student will not or has not begun atten- 
dance. 


Reporting enrollment changes 
in NSLDS 


If a student who received a Direct Loan 

disbursement either fails to begin atten- 
At a school that is not required to take attendance but that has a dance or begins attendance on a less than 

census date on which it reports its enrollment levels to a state, local juris- _ halftime basis, the school must report the 


er : “5 5 change in the student's enrollment status to 
iction, or i ncy, it is reasonabl X hool to return ; 
diction, or outside agency, it is reasonable to expect the school to retu the DepartmentusinatheNSLDS enrollment 


funds as soon as possible, but no later than 30 days after the census date. reporting process. 


A school that draws down FSA grant or Direct Loan funds under Upon receiving the revised enrollment sta- 
the advanced payment method must disburse those funds no later than _*US from NSLDS, the student's Federal loan 


: : ; servicer will change the student's loan status 
three business days following the date the school receives them. If, aftera o- gtowe: 9 


school draws down FSA grant or Direct Loan funds, but before the school. in-school status will change to grace 


disburses them, the school discovers that it cannot disburse all the funds period status. 
because one of the students for whom the funds were intended has not »  In-school deferment status will change 
begun classes, the school must return those funds within the three-day to repayment status. 


period unless it can disburse them to another eligible borrower or as 


described under Excess Cash in Chapter 1. ae ute a 


DCL GEN-13-02 


After the start of classes, FSA funds 
should not be disbursed without schools confirming that 


recipients have begun attendance. 


When a student begins attendance ona less than When a Student's SAR/ISIR 
js 7 Contains a Disqualifying Comment 
half- time basis Code 
GE If a student who received a Direct Loan disbursement begins . te suid cate SAMI ating Comma 
attendance for the loan period but does so on a less than half-time basis Code that requires resolution (e.g, 
despite having originally enrolled (registered for classes) on at least a half- | 100-Perkins Overpayment, 132-Default), 
time basis, neither the school nor the student is required to return any the underlying issue must be resolved 


before any funds may be disbursed to the 


loan proceeds. However, the school must not make any subsequent dis- 
bursements of the loan unless the student resumes enrollment on at least 
a half-time basis. In addition, if a school disburses Title IV 


funds to a student with a SAR Comment 


When funds are considered to have been returned for EOE Hie} Tequllesteeolutarandithe 
student withdraws before the school has 


a student who fails to begin attendance resolved the underlying issue, any funds 


. : disbursed must be returned to ED. 
The Department considers a school to have returned FSA funds time- —_|see volume 5 for more information about a 


ly if the school does the following: student who withdraws. 


student. 


1. deposits or transfers the funds into its federal funds account no 
later than 30 days after the date that the school becomes aware 
that a student will not or has not begun attendance; or 


2. initiates an electronic funds transfer (EFT) no later than 30 
days after the date that the school becomes aware that a student 
will not or has not begun attendance. 
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Examples of Overpayments Due 
to School Error 


Allen received a Pell at Sarven Technical 
Institute. Although Sarven had the correct 
EFC on Allen’s ISIR, the school looked at the 
wrong chart and used a different EFC in 

the Pell calculation. So, Allen received too 
much money. Because the overpayment is 
due to a school error, Sarven is liable for the 
overpayment. 


Owen received an outside scholarship to 
attend Guerrero University. The bursar’s 
office was notified of the scholarship so 
that it would apply the payments properly 
but didn’t notify the financial aid office. 
Owen received a Perkins Loan, but the 
financial aid office didn’t take the scholar- 
ship into account when awarding the loan 
because it didn’t know about the scholar- 
ship. When the financial aid office later 
found out about the scholarship, it 
discovered that Owen received too much 
aid and had a $600.00 Perkins overpay- 
ment. Because the school had information 
about the scholarship (even though the 
financial aid office didn’t), the overpayment 
is due to a school error. 


Recovery of funds from interim 


disbursements 
34 CFR 668.61 
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Overpayments for which the school is responsible 


Please also see the discussion later in this chapter under “Overpay- 
ments for which the student is responsible.” 


Your school is liable for any amount of a Pell Grant, Iraq and 
Afghanistan Service Grant, TEACH Grant, Perkins Loan or FFEOG 
overpayment (including amounts under $25) that occurred because your 
school failed to follow the requirements in 34 CFR parts 668, 673, 674, 
676, 690, or 691, as applicable. If your school makes a Perkins Loan or 
FSEOG overpayment in any amount for which it is liable, you must 
immediately restore (to your Perkins loan fund or FSEOG account, as 
applicable) an amount equal to the overpayment plus any administrative 
cost allowance claimed on the overpayment. When returning Pell Grant, 
Iraq and Afghanistan Service Grant, and TEACH Grant overpayments, 
you must make a downward adjustment to the student’s award in COD, 
and either return the funds through G5 or disburse them to another 
eligible student. For a description of overpayments for which students are 
responsible, see the discussion later in this chapter. 


A school may attempt to collect from a student funds it has returned. 
However, this is not an FSA debt because an overpayment for which a 
school is responsible can never become an FSA debt for a student. 
Therefore an overpayment for which a school is responsible can never 
result in a student’s losing FSA eligibility and should never be reported to 
NSLDS or referred to the Department for collection. 


If an overpayment is the result of an interim disbursement of Pell, 
Perkins Loan, or FSEOG funds (see the AVG) to the extent that the 
overpayment is not recovered by reducing subsequent disbursements to 
the student for the award year or by a payment made by the student, the 
school must eliminate the overpayment by reimbursing the appropriate 
account by either requiring the student to return the overpayment, or 
making restitution from its own funds by the earlier of 60 days after the 
applicant’s last day of attendance, or the last day of the award year. 


If an overpayment is the result of an interim disbursement of FWS 
Program funds, the school must eliminate the FWS overpayment by 
adjusting the applicant’s other financial aid or reimbursing the FWS 
Program account from its own funds. If the school cannot correct the 
overpayment by adjusting the student’s other financial assistance, the 
student must still be paid for all work performed. 


Because the interim disbursement was made at the school’s 
discretion, the school is ultimately responsible for repaying it. More- 
over, because the student does not owe an FSA overpayment, the student 
should not be reported to NSLDS or referred to the Department for 
collection. 
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Prohibition on receiving funds for enrollment at more than 
one school and Potential Overawards (POP) 


A student may not receive more than 100% of their scheduled award for 
a Pell Grant during an award year. Moreover, a student may not 
receive a Pell Grant for concurrent attendance at two or more schools. 


If a student has identified himself or herself as a transfer student, or 
if a school has any information that indicates the student might have 
previously attended another postsecondary school, the school should 
request Transfer Monitoring of the student on NSLDS. A school’s 
coordinating official (See Volume 2.) is responsible for ensuring that a 
school does not ignore information the school has about a student’s prior 
or concurrent enrollment. 


If a student has not self-identified, information on the student’s SAR/ 
ISIR can sometimes alert a school to the fact that a student has 
already received a Pell Grant during the current award year. Schools 
should examine the Pell Payment Data on the SAR/ISIR generated from 
the student’s most recent transaction to see if the percentage of the 
scheduled award used for the award year (% Sch Used) is greater than 
0, and examine the As Of date (MM/DD/CCYY) to see if the informa- 
tion is current. If the SAR/ISIR is the most recent and the percentage of 
the scheduled award used for the award year is greater than 0, the school 
should request Transfer Monitoring of that student, and wait until it has 
received the results of that process before creating a PELL award for that 
student in COD. 


In their award of Pell funds to a student, schools are required to 
ensure that they do not originate awards that would result in a student 
receiving more than 100% of the student’s scheduled award for the year. 


Concurrent Enrollment 


When multiple schools report disbursements for a student and the 
enrollment dates reported are within 30 calendar days of each other, the 
COD System identifies a potential concurrent enrollment and sends a 
warning message to all schools involved. 


COD sends the school that submitted the second or subsequent 
disbursement information a Response Document that contains Warning 
Edit 069. COD also sends all the schools with accepted disbursement in- 
formation in COD for the student and that award year, a Multiple 
Reporting Record (MRR) alerting the schools to a possible overlap in 
enrollment. 


The Department expects all schools involved to cooperate in resolving 
the concurrent enrollment issue. To help facilitate resolution, the MRR 
contains the Pell contact information, as reported by the schools to COD, 
for the schools involved. 
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Pell Grant payment from more 


than one school 
34 CFR 690.11 


Calculating remaining eligibility 
34 CFR 690.65 


Warning Edit 69 


The edit informs schools that submit 
second or subsequent disbursement 
information that Pell disbursements for a 
student have been received from two or 
more schools, and the enrollment dates 
for the student are within 30 days of one 
another. 


lraq and Afghanistan Service 
Grant at multiple schools 


COD will not automatically notify schools 
if a student is receiving an Iraq and 
Afghanistan Service Grant at multiple 
schools. Rather, the Department will 
monitor Iraq and Afghanistan Service 
Grants, and inform schools of students who 
are overawarded or incorrectly awarded. 
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Warning Edit 68 


The edit informs the school that sub- 
mitted the disbursement that caused the 
student to exceed the 100% TEU for the 
year that 
. Pell disbursements for a student have 
been received from two or more 
schools. 


. The student's Total Eligibility Used 
(TEU) is greater than 100.000%. 


. The POP situation must be 
resolved within 30 calendar days. 


COD Processing and POPs 


. The COD System accepts Disburse- 
ment Information from a maximum 
of three schools for a student in a POP 
situation. 


. COD does not prevent the same 
schools from creating another POP 
situation for the same student. 


. Schools do not need to request 
post-deadline processing (Extended 
Processing) to submit upward adjust- 
ment records after the end of the 
processing year in order to correct a 
POP situation. 


. The COD System accepts downward 
adjustments to disbursement or 
award information at any time. 


. Disbursement information can be 
submitted via the COD Website for 
those schools that do not wish, or are 
not able, to reopen any software they 
may have used to process the 
affected award year. 
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Pell Potential Overaward Process (POP) 


A student may receive disbursements from more than one school 
during the course of an award year. When more than one school reports 
disbursements for a student, COD checks to make sure that the student 
has not received more than 100% of his/her eligibility for a Federal Pell 
Grant. 


If COD receives disbursement information that will cause a student 
to receive more than 100% of his or her TEU, the student has entered a 
Potential Overaward (POP) situation. COD will accept the disbursement, 
and notify the schools involved in the POP in the following three ways: 


1. COD sends the school that submitted the disbursement that 
caused the student to exceed the 100% TEU for the year Warn- 
ing Edit 068 in the response document. 


2. Weekly, COD sends all schools that have accepted and 
posted disbursements for students in a POP status a Pell POP 
report that will identify the student and schools involved. 


3. COD sends all schools that have accepted and posted 
disbursements for the student in the award year an MRR 
containing the Pell contact information for the schools involved. 


During the 30-day period, the Department expects each school 
involved in the Potential Overaward to review the student’s award and 
disbursements and perform the proper eligibility calculations. If the 
schools (working with COD School Relations ) do not resolve the POP 
situation during the 30-day period, COD will reduce all schools’ authori- 
zation for the student to zero, and the issue will have to be addressed with 
the Department’s involvement. 


Schools must work together and with the student involved to 
resolve the POP before contacting COD School Relations for assis- 
tance. 


Schools should document any phone calls, emails, and letters that 
were part of their attempts to resolve the POP with the student, and the 
other schools involved, and be prepared to provide that documentation 
to COD School Relations if requested. 


During the 30-day period, COD will accept and post disbursements 
that decrease or increase the amount of the student’s year-to-date dis- 
bursement. Students will be removed from POP status within 30 days of 
the date the student was initially placed in the POP if the student’s TEU 
becomes 100% or below based on downward disbursement adjustments 
submitted by the schools. 
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If after 30 calendar days the situation has not been resolved, COD 
generates a negative disbursement that reduces all accepted and posted 
disbursements to $0.00 for the student in the award year in question at all 
schools involved. 


A school that has attempted to resolve an Overaward Situation with 
the other schools that have submitted disbursement records for the 
student and has been unable to arrive at a satisfactory solution should 
call the COD School Relations Center to request escalated mediation. 


A school that calls the COD School Relations Center to request 
escalated mediation should be prepared to provide the name and social 
security number of the student involved. 


The COD School Relations Center will review the POP situation and, 
if necessary, refer the case to the Department for additional action. 


ee Schools should remember that failure to 


¢ take action when they receive warning notices from COD; 
° correct overaward situations; 


+ ensure that students do not receive Pell awards for concurrent 
enrollment at two or more schools; and 


¢ prevent repeated POP situations from occurring; 


may call into question a school’s administrative capability and fiscal 
responsibility, and might eventually result in ED’s taking action to limit, 
suspend, or terminate a school’s participation in the Federal Student Aid 
programs. 
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Examples of Overpayments Due to 
Student Error 


When Chavo applied, he didn’t have his 
tax returns, so he estimated his income 
and said that he wasn’t going to file 

a tax return. After he received his aid 
from Sarven Technical Institute in June, 
he told the aid office that he’d under- 
estimated his income and had to file 

a tax return. When Chavo submitted 
the corrections, his EFC increased, and 
Sarven determined that he’d received a 
Pell overpayment. Sarven canceled his 
second Pell disbursement, but he still 
owed $100.00. Sarven allowed Chavo to 
make an agreement to repay $25.00 a 
month for four months so that he’d still 
be eligible for other aid for the rest of 
the year. 


Meurig has to report financial informa- 
tion about his father on the application 
although he’s living with his stepfather. 
On his 2016-2017 application, Meurig 
didn’t report any assets for his father, 
and Brust Conservatory used the 
information from that application to 
award FSA aid. However, his 2016-2017 
application is selected for verification, 
and during the verification process, 
Brust discovers that Meurig’s father has 
a business that should have been 
reported as an asset. Brust asks for tax 
information for the previous year and 
determines that Meurig should also 
have reported the business as an asset 
on the 2015-2016 application. Meurig’s 
EFC increases when he makes the 
correction, and he received an 
overpayment for the 2015-2016 award 
year. Because he’s already received all 
his aid for the year, he has to either pay 
the overpayment or negotiate a 
satisfactory repayment agreement. 
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Overpayments for which the student is responsible 


In some instances, a student rather than the school is responsible for 
repaying the overpayment. 


If a student has received more Pell or Iraq and Afghanistan Service 
Grant funds than the student was eligible to receive because the student’s 
eligibility for a Pell or Iraq and Afghanistan Service Grant decreased, you 
can try to eliminate the Pell or Iraq and Afghanistan Service Grant over- 
payment by adjusting later disbursements for the award year. You may 
not reduce a student’s correctly awarded and disbursed Pell or Iraq and 
Afghanistan Service Grant to address overpayments in other programs. 


For TEACH Grant, FSEOG, and Perkins Loan overpayments, you 
can adjust subsequent disbursements. 


If that is not possible, you must promptly attempt to recover the 
overpayment by notifying the student (by paper or electronically) and 
requesting full payment. The notice must state that if the student fails to 
repay the overpayment or to make satisfactory arrangements for repay- 
ment, he or she will be ineligible for FSA funds until the overpayment is 
resolved. 


If the student claims that your school made a mistake in determining 
the overpayment, you must consider any information he or she provides 
and judge whether the objection is warranted. 


If, after notification to the student and consideration of possible 
objections, an overpayment remains and the student has not repaid or 
made satisfactory arrangements to repay the overpayment, you must take 
further action. 


For TEACH Grant, FSEOG, Iraq and Afghanistan Service Grant, and 
Pell Grant funds, you must refer the overpayment to the Department 
with the required information (see Referring overpayments to Default 
Resolution Group later in this chapter), and you must report to NSLDS 
the unresolved overpayment. After that, you are not required to make any 
further attempt to collect the TEACH Grant, FSEOG, Iraq and Afghani- 
stan Service Grant, or Pell Grant overpayment. 


For Perkins Loans, you are not required to refer overpayments to 
Default Resolution Group, but you must report them to NSLDS because 
the student is required to repay the overpayment to your school’s revolv- 
ing loan fund. 


A student is not liable for an overpayment when the original amount 
of the overpayment is less than $25.00. A student is liable for an overpay- 
ment of less than $25.00 when that $25.00 is a remaining balance. That is, 
when the overpayment amount was originally $25.00 or more but is now 
less than $25.00 because the student has made payments. 
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A student is also liable for overpayments of less than $25.00 when 
that amount is the result of applying the $300 Campus-Based overaward 
threshold/tolerance. For example, if a school discovers that after a 
student’s Campus-Based aid was disbursed, the student received addi- 
tional aid that resulted in the aid the student received exceeding his or 
her need by $314.00, the $314.00 is an overaward. When the school ap- 
plies the $300 overaward tolerance, the student only has a Campus-Based 
overpayment of $14.00. The student is responsible for repaying the $14.00 
because the initial amount of the overpayment (before the $300.00 toler- 
ance was applied) was $314.00 (which is in excess of the less than $25.00 
de minimis amount). 


Your school may decide to pay a student’s obligation by returning to 
the appropriate FSA program account the amount overpaid to the stu- 
dent. Once your school makes the appropriate return, the student will 
no longer owe an FSA debt, but rather a debt to your school that you can 
collect according to your procedures. The student's eligibility for FSA 


funds is restored as long as the student meets other FSA eligibility criteria. 


A student who receives an overpayment of an FSA program loan, or 
an FSA program grant, may re-establish eligibility for FSA program 
assistance by repaying the excess amount or by making arrangements 
satisfactory to the holder of the overpayment debt to pay the excess 
amount. 


Exceptions to student liability 


There are some exceptions to holding a student liable for a Pell Grant, 
Iraq and Afghanistan Service Grant, TEACH Grant, Perkins Loan, or 
FSEOG overpayment. 


Generally, a student is liable for any Pell Grant, Iraq and Afghanistan 
Service Grant, FSEOG, or Perkins Loan overpayment he or she receives 
unless the school is liable for it. However, as noted previously, the student 
is not liable for the overpayment if it is less than $25.00 and is not a re- 
maining balance or, in the case of a Perkins Loan or FSEOG, is the result 
of the application of the $300.00 overaward threshold. 


Such overpayments do not affect the student’s FSA eligibility. There- 
fore, your school need not 
¢ attempt recovery of such overpayments, 
¢ report such overpayments to NSLDS, or 


¢ refer such overpayments to the Department for collection. 


When a School Takes Action to 
Restore a Student's Eligibility 


If a student (through the school) or a 


school (with its own funds) satisfies the 
student's overpayment, the school must 
update the student’s overpayment infor- 
mation in NSLDS as discussed in later in 
this chapter under Reporting Over- 
payments to NSLDS. 


Though the de minimis threshold for 
overpayments due to withdrawal has 
increased, the de minimis amount for all 


other overpayments remains less than 
$25.00. 
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Actions A School Must Take Upon Discovering That 
It Has Disbursed A Title IV Grant To An Ineligible Student 


If a school discovers that because of an error made by a student, the school has disbursed a 
Federal Pell Grant or FSEOG to an ineligible student (e.g., because the student provided false 
information on a FAFSA), the school must take the following action. 


Immediately after discovering that it has paid an ineligible student a Title IV grant, the school 
must report the overpayment to NSLDS on the NSLDS Professional Access Web site under the 
AID tab, “Overpayment List” menu option entering “School” in the Source Field, and 
“Overpayment” in the Indicator Field. 


After making the appropriate change in NSLDS the school must send the student a letter 
informing the student that he or she must repay the grant overpayment within 30 days or the 
school will refer the student to the Department’s Default Resolution Group for collection and to 
the Department’s Office of the Inspector General for possible legal action. 


In the notification to the student, the school must inform the student of the following three 
items: 
The student owes an overpayment of Title IV grant funds. 


The student's eligibility for additional Title IV funds has been suspended. 


If the student fails to repay the debt in full within 30 days, the student will be referred 
to the Department’s Default Resolution Group for collection and to the Department's 
Office of the Inspector General for possible legal action. 


Remember that referring overpayments for collection is a separate process from reporting 
overpayments to NSLDS. Reporting is the process of creating within NSLDS a record of a 
student’s overpayment. Referring is the process of turning over a student’s debt to Default 
Resolution Group. 


If the student fails to repay the grant overpayment in full within 30 days, the school must refer 
the grant overpayment to the Default Resolution Group by following the instructions in 
Chapter 3 under Referring overpayments/Referring overpayments to the Default Resolution 
Group. 


In addition, if the student fails to repay the grant overpayment in full within 30 days, the school 
must update the student’s record in NSLDS by entering “TRF-Transfer” in the Source field and 
“Overpayment” as the overpayment status in the Indicator Field. 


If the student repays the debt in full within 30 days, the school must update the student’s record 
in NSLDS by changing the overpayment status to “Repaid” in the Indicator Field. 
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Overpayments created by inadvertent overborrowing 


Another kind of overpayment occurs when a student inadvertently 
has received FSA loan funds in excess of annual or aggregate loan limits 
and is no longer eligible for FSA funds. 


A school must determine that a borrower’s receipt of loan funds in 
excess of an annual or aggregate loan limit was inadvertent before the 
borrower may regain Title IV eligibility. 


Examples of circumstances that may have resulted in a student in- 
advertently exceeding an annual or aggregate loan limit include, but are 
not limited to: school processing errors, missing or incorrect National 
Student Loan Data System (NSLDS) information (e.g., capitalized interest 
incorrectly included in a borrower’s aggregate outstanding loan balance), 
or unintentional student error or omission. 


Borrowing in excess of annual or aggregate loan limits is not con- 
sidered to have been inadvertent if there is any evidence that the over- 
borrowing was the result of deliberate action on the part of the school 
that determined the borrower’s eligibility for the loan or on the part of 
the borrower who received the loan. If the school determines that the 
overborrowing was the result of deliberate action on the part of another 
school or the borrower, it must notify its Federal Student Aid School 
Participation Team and provide the necessary evidence. If the school 
suspects fraud involving federal student aid, it should call the Inspector 
General Hotline at 1-800-MIS-USED (1-800-647-8733). 


If a student has consolidated the loan(s) that exceeded the annual 
or aggregate loan limit, he or she is considered to have made satisfac- 
tory arrangements to repay the debt, and no additional action on the 
part of the student is required. This is true regardless of the type of loan 
(Federal Family Education Loan [FFEL] or Direct Loan) consolidated and 
no matter the type of consolidated loan the student obtained. Note that a 
student who lost eligibility because he or she exceeded the undergraduate 
aggregate maximum loan limit does not automatically regain eligibility if 
he or she advances to the graduate level. Rather, the student must resolve 
the previous overpayment in order to regain eligibility for FSA funds. 


A student who is not in default on an FSA program loan but who 
has inadvertently obtained FSA program loan funds in an amount that 
exceeds the annual or aggregate loan limits is ineligible for any further 
FSA program assistance until the student (1) repays in full the excess loan 
amount; or (2) makes arrangements, satisfactory to the holder of the loan, 
to repay that excess loan amount. 


Regaining Title IV eligibility after 
exceeding loan limits 
DCL: GEN-13-02 


A student who received subsidized loan 
funds in excess of the applicable subsidized 
annual or aggregate loan limit can no longer 
regain Title IV eligibility by having the excess 
subsidized loan amount changed to an 
unsubsidized loan. 


See the subsection on Direct Loans under 
Overawards earlier in this chapter for the 
treatment on correcting an overaward of 
Direct Subsidized Loan funds in the 
current award year. 
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Satisfactory Repayment 
Arrangements 


We require a borrower who does not 
repay the excess loan amount in full to 
make satisfactory repayment arrange- 
ments in order to ensure that the 
borrower acknowledges a debt in excess 
of the regulatory maximum. 


For defaulted loans, the law and 
regulations specify what constitutes a 
satisfactory repayment agreement. For 
students who have exceeded loan limits 
or owe an overpayment of an FSA grant, 
the law and regulations do not specify 
what makes a repayment agreement 
satisfactory. The loan holder determines 
whether the repayment arrangement is 
satisfactory. 
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If a student who has inadvertently received loan funds in excess of an 
annual or aggregate loan limit wishes to receive additional Title IV aid, 
the school where the student wishes to receive the aid must identify the 
loan(s) that resulted in the overborrowing, discuss the overborrowing 
with the student, and resolve any discrepancies in the information that is 
obtained. 


If the loan that caused the inadvertent overborrowing is a Direct 
Loan or a FFEL Program loan that is held by the Department, the student 
must contact the federal loan servicer that services the loan to resolve 
the inadvertent overborrowing. If the loan that caused the inadvertent 
overborrowing is a FFEL Program loan held by a loan holder other than 
the Department (a “commercially held” FFEL Program loan), the student 
must contact the FFEL loan holder or the servicer for the loan to resolve 
the inadvertent overborrowing. 


Repayment of the excess loan amount 


If a student who has inadvertently overborrowed wishes to regain 
Title IV eligibility by repaying the excess loan amount, the student must 
contact the applicable servicer and comply with the servicer’s repay- 
ment instructions. The school may assist the student in identifying and 
contacting the servicer, but the student, not the school, must make the 
payment of the excess loan funds in accordance with the servicer’s in- 
structions. Once the student has repaid the excess loan amount in full, the 
servicer will send the student confirmation that the excess loan amount 
has been repaid. The student or servicer must provide a copy of the re- 
payment confirmation to the school. The inadvertent overborrowing is 
considered to have been resolved as of the date the servicer received the 
borrower’s full payment of the excess loan amount. 


Satisfactory repayment arrangements 


A student who has inadvertently overborrowed may regain Title IV 
eligibility by making satisfactory repayment arrangements acceptable to 
the servicer of the loan. The satisfactory repayment arrangement require- 
ment can be met if the student agrees, in writing, to repay the excess 
amount according to the terms and conditions of the promissory note 
that supported the loan. This is called “reaffirmation.” The reaffirmation 
process includes the following five steps: 


1. Either the school or the student contacts the servicer and 
explains that the student has inadvertently overborrowed and 
wishes to reaffirm the debt. 


2. The servicer sends the student a reaffirmation agreement. 


3. The student reads, signs, and returns to the servicer the 
reaffirmation agreement. 


4, The servicer sends the student confirmation that the 
reafirmation agreement has been accepted. The student or 
servicer must provide a copy of the reaffirmation confirmation 
to the school. 

FSA HB July 2016 


Glossary-Acronyms CFR DCL 


Chapter 3—Overawards and Overpayments 


5. ‘The inadvertent overborrowing is considered to have been 
resolved as of the date the servicer receives the student's signed 
reaffirmation agreement. 


Once you have documented that the inadvertent overborrowing has 
been resolved (through repayment in full, making satisfactory arrange- 
ments to repay the debt, or consolidation of the excess loan amount), you 
may award additional FSA funds to the student. Keep in mind, however, 
that the student may have no remaining loan eligibility or may be eligible 
only for unsubsidized loans. 


Because you're responsible for knowing about the student’s prior FSA 
loans before disbursing additional loan funds to the student, inadvertent 
overborrowing shouldn’t occur often. Excess borrowing might occur if 
a school is unaware of loans a student received at another school. This 
might happen if the student received the loans under a different name or 
Social Security number (SSN). (See Volume 1 for a description of how the 
NSLDS postscreening and transfer monitoring processes can help prevent 
these kinds of overpayments.) 


A student who inadvertently overborrowed and who has regained 
Title IV eligibility by either repaying the excess loan amount or by signing 
a “reaffirmation agreement” may receive additional Direct Loan funds. 


A student who regains Title IV eligibility after having exceeded an 
annual loan limit for an academic year is not eligible to receive 
additional Direct Loan funds for that same academic year, but could 
receive other types of Title IV aid for the year. If the student 
exceeded only the annual subsidized limit and has regained eligibility, the 
student might be eligible to receive Direct Unsubsidized Loans up to the 
appropriate annual maximum. 


A student who had inadvertently exceeded the combined subsidized/ 
unsubsidized aggregate loan limit may not receive any additional Direct 
Subsidized Loans or Direct Unsubsidized Loans (though a dependent 
student’s parent or a graduate or professional student could receive Direct 
PLUS Loans). A student who has regained eligibility might be eligible to 
receive Direct Loan funds for subsequent academic years if the student 
has remaining eligibility under the subsidized or unsubsidized aggregate 
loan limits as long as the new loan does not result in the student’s 
exceeding the combined aggregate limit. 
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Effective Date for Regaining 
Title IV Eligibility 


When an otherwise eligible student 
resolves an inadvertent overborrowing 
issue by one of the methods discussed 
above, the student regains eligibility for 
the Pell Grant, Campus-Based, TEACH 


Grant, and Iraq and Afghanistan Service 
Grant programs beginning with the pay- 
ment period in which the issue was 
resolved and regains Direct Loan Program 
eligibility retroactive to the beginning of 
the academic year in which the issue was 
resolved. 
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When a School Needs to Update Direct 
Loan Disbursement Data in COD After 
a Deadline Has Passed 


If the COD Data Submission Deadline has 
not yet passed, but school has confirmed 
close out needs to submit additional 
student level data to COD, the school 
contacts COD Customer Support and asks 
that the year be reopened. 


If a COD Data Submission Deadline has 
passed, a school uses Request Post 
Deadline/Extended Processing screen in 
COD to request relief from the data 
submission deadline. If the school is 
notified its request has been granted, the 


school may submit data to COD through 
the end of the granted extension period. 


If a Direct Loan Award Year has been 
archived. (All Direct Loan Award Years prior 
to 2011-2012 have been archived.) anda 
school needs to report a decrease to a 
student-level disbursement record, the 
school sends an email to 
schoolreconciliation@ed.gov. 


In the email school provides its full school 
name as it appears in COD, DL ID Number, 
the Award Year and the number of records 
it needs to process. The school will receive 
back an email telling them how to submit 
the necessary data and how that data 
should be processed. 
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Recording student payments and reductions in 
the Direct Loan Program 


If, through its Return calculation, a school determines that a student 
has received an overpayment of Direct Loan funds, the school should 
reduce the student’s award/disbursements by making a downward adjust- 
ment in COD. 


Schools can report current year adjustments for awards/disburse- 
ments either through their loan processing software or by using the COD 
website at: 


https://cod.ed.gov 


Returning Direct Loan funds 


If a school is required to return DL funds to comply with a regulatory 
or statutory requirement—even if more than 120 days have elapsed since 
the disbursement date—the school must return DL funds through G5. 
The school returns DL funds to the Department following the same pro- 
cedures the school follows when making other G5 refunds/returns. 


Direct Loan processing for an award year generally remains open in 
COD for 13 months following the end of the award year (until July 31 of 
the year following the end of the award year). A school should be able to 
submit data via batch or web processing through that time unless it has 
already confirmed closeout for the impacted award year. If a school finds 
the year is closed in COD before the 13-month period is over, the school 
should contact COD School Relations for assistance in reopening the 
award year. 


Once the 13-month period is over and COD has closed the year, a 
school may request Extended Processing through the COD website at 
https://cod.ed.gov. 


Toward the end of each award year, the Department publishes an 
Electronic Announcement containing information on the closeout dead- 
line and instructions on how schools can request Extended Processing for 
Direct Loans after the closeout deadline. 


For more information on returning FSA funds, see Chapter 4. 
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Chapter 3—Overawards and Overpayments 


Recording student payments and reductions in the 
Pell Grant, Iraq and Afghanistan Service Grant, and TEACH 
Grant programs 


For reductions to awards and payments, schools should record 
reductions and payments by entering a replacement value in the COD 
system. The replacement value will be the original value less only the 
amount the school has returned (the sum of: [a] that amount the school 
is responsible for returning + [b] any portion of the grant overpayment 
that otherwise would be the responsibility of the student but which the 
school has chosen to return for the student + [c] any portion of the grant 
overpayment the school has collected from the student). Do not reduce 
the award/disbursement by the amount the student must return 
(unless the student has made a payment to the school). 


If a school receives a payment for a current-year overpayment that 
has not been referred to Default Resolution Group, the school should 
NOT send the payment to Default Resolution Group. Instead, after you 
have reduced the student’s disbursement in COD, return the unearned 
funds as follows: 


¢  Ifyour school has made repayment arrangements with a stu- 
dent and received a payment on a current-year overpayment, 
the school should deposit the funds in its Pell, Iraq and Af- 
ghanistan Service Grant, or TEACH Grant account and make 
the appropriate entry in the COD system. 


¢ Ifa student makes a payment on any previous year’s Pell Grant, 
Iraq and Afghanistan Service Grant, or TEACH Grant overpay- 
ment, a school makes the aforementioned COD system entry 
using the same software the school used to create the award. 
The school then returns the funds to the Department using 
the Electronic Refund function in G5 following the same pro- 
cedures the school follows when making other G5 refunds or 
returns. 


If, through its Return calculation, a school determines that a student 
has received an overpayment of FSEOG funds, the school must adjust its 
institutional ledgers, financial aid records, and the student’s account by 
subtracting the amount the school must return (the FISAP filed for the 
year will reflect the net award to the student). If a student makes a pay- 
ment on an FSEOG overpayment made in the current award year, the 
school should deposit the payment in its federal funds account and award 
the funds to other needy students. 


If the school collects an overpayment of an FSEOG for an award 
made in a prior award year, the funds recovered should be returned to 
the Department using the Electronic Refund function in G5. Payments 
should be applied to the award year in which the recovered funds were 
awarded. 
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Importance of Making Timely 
Adjustments 


Since each disbursement transaction (posi- 
tive or negative) to a student's Pell Grant in 
COD affects a student's lifetime eligibility 
for Pell funds, schools should ensure that 
adjustments are made in a timely manner. 


See Volume 3 for a discussion of the Pell 
Lifetime Eligibility. 


Removal of Pell Grant Data from COD 


Pell Grant data is usually 

available on the COD 

production environment for 

five years after the end of the award year. 

Once a closed year's data has been 

removed from the production environ- 

ment 
all records for the closed years that are 
submitted to the COD System will be 
rejected, and schools will receive COD 
Edit 996 (Invalid Value); 
data for the closed years will not be 
available via the COD website, the 
closed years will not appear in drop- 
down menus on the COD website. 
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Reporting Overpayments 
to NSLDS 


DCL GEN-98-14, July 1998 


All new Perkins, Pell Grant, Iraq and 
Afghanistan Service Grant, TEACH Grant, 
and FSEOG overpayments and previously 
reported FSEOG overpayments for which 
an NSLDS data element has changed 
must be reported. 


Perkins and other data providers must 
meet all NSLDS reporting requirements 
as detailed in the appropriate operating 
manuals. 


NSLDS reference materials are available 
on IFAP in our iLibrary at 


ifap.ed.gov. 
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REPORTING OVERPAYMENTS TO NSLDS 


You must report overpayments or changes to previously submitted 
information to NSLDS within 30 days of the date you learn of the over- 
payment or change. 


If a grant overpayment is the result of the student’s withdrawal and 
a return to Title IV calculation, you must contact the student within 30 
days of determining that the student withdrew (see Volume 5). 


You only report unresolved overpayments if they're due to student 
error; don’t report overpayments that are a result of school error. Instead, 
as discussed previously, you must use school funds to repay the overpay- 
ment. 


If you report a Pell Grant overpayment in NSLDS, do not 
reduce the award/disbursement in the COD System by the amount the 
student must return (unless the student has made a payment to the 
school). For additional information, please see the discussion earlier in 
this chapter under Recording student payments and reductions in the Pell 
Grant, Iraq and Afghanistan Service Grant, and TEACH Grant programs 
and later in this chapter under School responsibility after referral and ac- 
cepting payments on referred overpayments. 


You must use the NSLDS Professional Access Website to report 
overpayments. To do so, your school must have Internet access, and your 
Primary Destination Point Administrator (PDPA) must have signed up 
at least one user for Overpayment Updates for NSLDS online services at 
https://fsawebenroll.ed.gov. 


Once the overpayment is reported to NSLDS, the student’s future 
output documents will show that he or she has an overpayment (see 
“NSLDS Match”). The Financial Aid History section of the SAR and ISIR 
will have information on the overpayment, including whether the student 
has made satisfactory repayment arrangements. 
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REFERRING OVERPAYMENTS 


Referring overpayments to Default Resolution Group 


Schools Must Resolve 


If you have tried but not succeeded in collecting a Pell Grant, Iraq Seen eee arias 


and Afghanistan Service Grant, ACG, National SMART Grant, TEACH 
Grant or FSEOG overpayment for which the student is liable, you must Ifa student claims that a school’s over- 
refer the overpayment to FSA’s Default Resolution Group. To be referred, | payment determination is erroneous, the 


the initial amount of the overpayment must be at least $25.00. sencol Must obsidian inc imauon yi 
student provides and determine whether 


the objection is warranted before referring 
Note: For an FSEOG overpayment, when a school uses the eles a roncalle ton 


individual recipient or aggregate matching methods, the over- 
payment includes only the federal share. When the school 
uses the fund-specific method of matching, the overpayment 
includes both the federal and nonfederal shares. See Volume 6 
for more information. 


You would still refer a student debt of less than $25.00 to Default Res- 
olution Group when the amount due is a remaining balance or when the 
amount is the result of the application of the Campus-Based overaward 
threshold/tolerance. You must make this referral in addition to reporting 
the overpayment to NSLDS. If your school elects not to refer an over- 
payment to Default Resolution Group, then your school is liable for the 
overpayment. In that case, the school must repay the overpayment from 
its own funds. 


To refer student overpayments for collection, schools should use a 
format similar to the one found at the end of this chapter and send the 
data to the address at the bottom of that page. Each referral must be typed 
or printed and must be submitted on school letterhead. 


In order to avoid creating a double record for a single overpayment, 
the school must populate its Overpayment Referral Form: Dates of 
Disbursement with the exact same dates the school used when it 
created the NSLDS record. In addition, a school must ensure that it 
enters the year the disbursement was made in the award year field. 


In addition, when referring the overpayment, you should update the 
overpayment information previously reported to NSLDS by changing the 
“Source” field from SCH-SCHOOL to TRF-TRANSFER. Once 
Default Resolution Group has accepted a referred student overpayment, 
Default Resolution Group will transmit the information to NSLDS and 
“ED Region” will replace “School” as the appropriate contact source for 
information about the overpayment. 


On its Overpayment Referral, schools must provide their school’s 


Pell Identification Number. Schools should NOT enter their Routing 
Identifier. 
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School responsibility after referral and accepting 
payments on referred overpayments 


A school may continue to accept payments on FSA grant overpay- 
ments after those overpayments have been referred to the Department. A 


school that accepts a check on an overpayment that has been referred to 
Default Resolution Group must 


+ note the student’s name and SSN on the check; 


¢ — indicate that the payment is for an overpayment of an FSA 
grant; and 


¢ forward the payment to Default Resolution Group at: 


National Payment Center 
P.O. Box 105028 
Atlanta, Georgia 30348-5028 


If a school accepts a cash payment from one or more students who 
owe overpayments and who have been referred to Default Resolution 
Group, the school should write its own check to the Department and at- 
tach a letter indicating that the check is for an FSA grant overpayment. 
The school must include in its letter a roster that includes, for each stu- 
dent who made a payment, the student’s name, social security number, 
and amount paid. 


If you want a payment to be applied to a specific overpayment (by 
program and award year), you must include a memorandum on school 
letterhead. The memorandum must include the award year and pro- 
gram award number of the award you want credited, and your 
D-U-N-S number. 


If a school receives a payment for an overpayment previously 
referred to Default Resolution Group and if 
¢ the overpayment was made in the current award year, and 
¢ the payment will retire the student’s debt in full, 
the school must 
¢ deposit the payment in its appropriate institutionally main- 
tained federal funds account; 


¢ for Federal Pell Grant overpayments, make the appropriate en- 
try in the student’s record on the COD system (either on COD 
or via Common Record); and 
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¢ send a letter or fax to Default Resolution Group identifying the 
student and indicating that the student's overpayment has been 
completely repaid. This will allow the Department to properly 
update its records in both the Default Resolution Group system 
and NSLDS. 


The fax number for this purpose and school use only is 


1-903-454-2248 
Note: This process cannot be performed via email. 
In the fax or letter, a school must include the 


¢ award year of the overpayment (current award year only); 
¢ — student’s Social Security number; Payment in full 
¢ — student’s last name, first name, and middle initial; 


Anytime a school receives a payment 


+ student’s date of birth; (including the application of an FSA credit 
balance) that will repay an overpayment in 


¢ — type of overpayment—Federal Pell Grant, Iraq and Afghanistan _|full, the school must also update its original 


Service Grant, FSEOG, or TEACH Grant; and submission to NSLDS by changing the en- 
try on the “Overpayment Update Screen” 
¢ the disbursement date the institution used to create the over- for the Indicator Field to “Repaid.” 


payment record in NSLDS. 

If a student whose overpayment case has been accepted by the 
Department wishes to establish a repayment schedule, the student should 
contact Default Resolution Group by calling: 


1-800-621-3115 


A student can contact us by going to: www.myeddebt.ed.gov, and 
selecting the Borrower tab, Contact Us, and Secure email. 
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Responsibilities of Default Resolution Group 


Upon receipt of an overpayment referral, the Department will deter- 
mine if enough information has been provided to start collection activity; 
any referral lacking information will be returned to your school to be 
completed. 


Default Resolution Group will then try via letters and telephone to 
establish a repayment schedule or to secure payment in full. Debt 
Resolution Services will also update the NSLDS information that you’ve 
already reported to show that the Department now holds the overpay- 
ment. Any future SARs or ISIRs for the student will show that he or she 
owes an overpayment and will direct the student to contact Default Reso- 
lution Group instead of the school. Finally, Default Resolution Group 
also communicates Pell Grant overpayment referrals to the COD system. 
COD will then alert a school of a student’s Pell Grant overpayment status 
if the student submits a FAFSA in the future. A student’s Iraq and 
Afghanistan Service overpayment status will be tracked and reported 
manually. 
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Information Required when Referring 
Student Overpayments to Default Resolution Group 
Student Information 


Name (Last, First, MI): JS Adress: 
Telephone Number: 


Social Security Number: Date of Birth: 


If the overpayment includes a TEACH Grant, enter the Award Identifier (ID) used when the award was created in COD. 


TEACH Award ID: 


Parent/Spouse Information 


Name (Last, First, Ml): Address: 
Telephone Number: 


School Information 


If your Pell Reporting ID is different than your Pell Attended ID, please provide both. Otherwise, just report the Pell Attended ID. 


Reporting School's Pell ID Number: Attending School's Pell ID Number: 
If your school does not have a Pell ID, Enter your OPE ID: 


Name of Contact: Telephone Number: 


Disbursements and Repayments 


TEACH 
Pell Grant FSEQG " Grant 


Award year in which overpayment was disbursed: 
Total grant disbursed: 


Dates of disbursement: 
(Must match NSLDS overpayment record) 


Overpayment amount owed by student * 
Total grant repaid by student to school, if any: 
Date of last payment to school, if any: 
1 


Total being referred for collection: 
ii using individual or aggregate matching, report federal share only. Otherwise report total FSEOG. 


* if the overpayment is the result of a withdrawal, provide the date of the withdrawal 


If the overpayment is not the result of a withdrawal, please provide a brief explanation of the reason for the overpayment. 


SEND INFORMATIONTO => Student Loan Processing Center-Overpayments 
P.O. Box 4157 


(903) 454-2248 <— _sC*FAX Greenville, Texas 75403 
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Re turning FSA Funds CHAPTER 4 


Here we provide instructions for returning FSA funds for 
reasons other than the return of funds required when a student 
withdraws or otherwise ceases attendance during a payment 
period or period of enrollment. For information about the 
return of funds required when a student withdraws or otherwise 
ceases attendance during a payment period or period of 
enrollment, see Volume 5. 


RETURNING FUNDS 


There are a number of reasons why a school may have to return funds 
to the Department, including 


¢ the return of FSA funds required when a school must 
correct an overaward or an overpayment, and the return of 
funds required when a student withdraws or otherwise ceases 
attendance during a payment period or period of enrollment 
(The return of funds when a student withdraws or otherwise 
ceases attendance is discussed in Volume 5.); 


¢ having FSA funds on hand with no expectation they can be 
disbursed to other eligible students within three days (excess 
cash); 


¢ owing the Department for expenditures disallowed during a 
program review or audit; 


¢ having earned interest on its federal funds (other than in its Returning Excess 
Perkins account) in excess of $500.00; and Interest 
¢ holding large Federal Perkins Loan cash balances on hand No later than 30 days after the 
(COH) on the Fiscal Operations report and Application to end of that award year, the 
Participate (FISAP). institution must remit to the 
Department of Health and 
Schools can return money to the Department (including excess Human Services, Payment 
interest) using the electronic refund functionality in G5. If a school Management System, Rockville, 
is required to refund cash as part of a liability assessed in an audit or MD 20852, any interest over $500. 


program review, it must follow the instructions provided by the issuing 
office. For questions or more information on returning funds through 
G5, please contact the G5 help desk at 888-336-8930. 
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Recommendation 


Except in very unusual circumstances 
or when returning funds from an audit 
or program review, schools must return 


funds electronically using G5. 


For additional information on returning 
funds via G5, refer to the G5 website at 
www.g5.gov, or call the G5 Hotline at 
1-888-336-8930 for assistance. 


Returning Funds FADL and 
FPRD funds by Check 


If a Final Audit Determination Letter 
(FADL) or Final Program Review 
Determination (FPRD) Letter requires that 
you return FSA funds by check, you must 


1. make the check payable to the U.S. 


Department of Education; and 


. include the following with your 
payment: 
the amount of the liability 
school’s D-U-N-S number 
the school's 9 digit tax ID number 
the program review or Audit 
Control number. 


4-102 


Glossary-Acronyms CFR DCL 


Returning funds by depositing them in a school account 


Returning funds in a timely manner is one of the factors examined 
by the Department in evaluating a school’s financial responsibility. In 
addition to the general requirement for schools to return funds, the 
Department sets specific time frames for students who do not begin 
attendance and those who begin attendance but cease attendance before 
completing the period for which they have received Title IV funds. One 
way for schools to satisfy the requirement is to deposit the funds in the 
account in which the school keeps its federal funds. 


Returning funds by depositing them ina 
federal funds account 


For funds obtained from the Department, a school meets the Return 
requirement if it deposits or transfers the funds into its federal account no 
later than 45 days after the school determined that a student withdrew or 
received an overpayment the school was responsible for returning. (Also 
see Volume 5.) 


If a school has not drawn down federal funds or has made 
disbursements that exceed the amount the school has drawn, the school 
does not need to deposit funds in its federal account. Of course, the 
school’s accounting records must show that school funds were used to 
credit the student’s account. 


Return of Title lV funds when a school does not maintain a 
separate federal bank account 


The Department considers a school that maintains FSA funds and 
general operating funds in the same bank account (commingles) to satisfy 
the requirement that it return unearned funds on a timely basis if 


¢ the school maintains subsidiary ledgers for each type of funds 
commingled in that account that clearly show how and when 
those funds were used and the subsidiary ledgers are reconciled 
to its general ledger, 


¢ the subsidiary ledger for each FSA program provides a detailed 
audit trail on a student-by-student basis that reconciles to the 
amount of FSA program funds received and disbursed by the 
school, and 


¢ the school updates the relevant subsidiary ledger accounts in 
its general ledger no later than 45 days after it determines that 
the student withdrew. 


More specifically, the return of an unearned funds transaction should 
be recorded as a debit to an FSA program fund subsidiary ledger account 
and a credit to the school’s operating fund subsidiary ledger account. 

The date of the return is the date this transaction is posted to the school’s 
general ledger. 
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WHEN FUNDS ARE CONSIDERED TO HAVE BEEN 
RETURNED 


The Department considers a school to have returned FSA funds when 
the school has 


¢ deposited or transferred the funds into its federal funds 
account; or 


¢ initiated an electronic funds transfer (EFT) to the Department. 


RETURNING FUNDS FROM AN AUDIT OR 
PROGRAM REVIEW 


If, as a result of a program review or audit, a school is required to 
repay FSA funds, a copy of its FADL or FPRD letter is sent to the Bank 
Change and Receivables Group where an account receivable is established 
for the school. The Department will then, through its billing agent, bill the 
school for the disallowed expenditures, accrued interest, and penalties, if 
any. Payment instructions will be included with the bill. 


¢ — If the total liabilities owed to the Department are less than 


Clarification) $1,000, the school is instructed to make any required adjust- 


ments in COD and return funds through G5. 


¢ — If the total liabilities owed to the Department are $1000 or 
more but less than $100,000, the school returns the funds by 
check to a lock box in St. Louis, Missouri. 


Payment and/or adjustments made via G5 will not be 
accepted as payment of this liability. Before sending its 
payment, the school must make any required adjustments in 
COD as required by the applicable finding(s). Upon receipt of 
the school’s payment, the Department will apply the funds to 
the appropriate G5 award (if necessary). 


¢ If the total liabilities owed to the Department are $100,000 or 
more, the school returns the funds through its financial 
institution via electronic transfer (FEDWIRE). 


A school may not reduce amounts reported as net drawdowns on its 
G5 Activity Reports to account for expenditures disallowed as a result of 
an audit or program review. Any FSA funds returned for this purpose will 
not be credited to a school’s G5 account. 


Unless otherwise directed by the FADL or FPRD letter, a school 
may not adjust its prior-year FISAPs or Federal Pell Grant/Iraq and 
Afghanistan Service Grant processed payment information to reflect 
expenditures disallowed as a result of an audit or program review. 


Unless specifically instructed by the Department, a school should 
always repay funds using the appropriate function in G5. 


FSA HB July 2016 


Chapter 4—Returning FSA Funds 


When funds are considered 
to have been returned for a 
student who fails to begin 
attendance 


For a student who does not begin 
attendance, the deposit or transfer of 
funds, the EFT, or the issuance of the 
check must occur no later than 30 days 
after the date that the school became 
aware that a student will not or has not 
begun attendance. 


The Department considers a school to 
have returned FSA funds timely if the 
school 


1. deposits or transfers the funds into its 
federal funds account no later than 
30 days after the date that the school 
became aware that a student will not 
or has not begun attendance; 

. initiates an electronic funds transfer 
(EFT) no later than 30 days after the 
date that the school became aware 
that a student will not or has not 
begun attendance; or 

. issues a check no later than 30 days 
after the date that the school became 
aware that a student will not or has 
not begun attendance. 


An institution does not satisfy this 
requirement if 
+ the school’s records show that the 
check was issued more than 30 
days after the date that the school 
became aware that the student will 
not or has not begun attendance; or 
+ the date on the cancelled check 
shows that the bank used by the De- 
partment endorsed that check more 
than 45 days after the date that the 
school became aware that the stu- 
dent will not or has not begun 
attendance. 
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Returning DL Funds that Can’t 
Be Disbursed Within Three Days 


A school that has drawn down more 
funds than it can disburse due to 
changes in a student’ status between the 
drawdown and disbursement date would 
need to return the funds if they could not 
disburse them within the allowed time 
frame. 


However, if the school expects student will 
reestablish eligibility within the allowed 
time frame, such returns would not need 
to be offset by reductions in the student's 
record in COD. The school would only 
need to modify the expected disbursement 
date. 


Direct Loan Funds May Be 
Reawarded 


Direct Loan funds are not student-specific; 
they are program-year-specific. This means 
that when all or a portion of an actual 


disbursement for a student is reduced or 
cancelled, the loan funds can be disbursed 
to another eligible student who is receiving 
a loan for that same Direct Loan program 
year. 


If the funds cannot be disbursed within 
the regulatory time frames, they must be 
eturned to the Department via G5. 
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DOWNWARD ADJUSTMENT OF FSA GRANT 
DISBURSEMENT RECORDS AND 

DIRECT LOAN DISBURSEMENT RECORDS 
REQUIRED 


Returns of FSA Grants funds (except FSEOG and Iraq and 
Afghanistan Service Grants), other than funds that are being returned 
to stay in compliance with the excess cash requirements, must be offset 
by downward reductions in students’ records in COD. Likewise, all 
returns of Direct Loan funds must be offset by downward reductions in 
students’ records in COD. 


In addition, when all or a portion of a Direct Loan is cancelled 
(either because the borrower requested the cancellation within the 
regulatory time frames or to comply with statutory or regulatory 
requirements), the school must make the appropriate adjustment to the 
student records in COD. 


All returns of FSA Grants and Direct Loan funds previously 
disbursed (unclaimed credit balances) should be made through the G5 
system. 


RETURNING DIRECT LOAN FUNDS 


If a school is required to return Direct Loan funds to comply with 
a regulatory or statutory requirement, even if more than 120 days have 
elapsed since the disbursement date, the school must return DL funds 
through G5. The school returns Direct Loan funds to the Department 
following the same procedures the school follows when making other G5 
refunds/returns. 


All Direct Loan funds that are not disbursed to student or parent 
borrowers within three business days from the date that the drawdown 
is received (or within seven calendar days in certain circumstances) must 
be returned to the Department in accordance with the cash management 
regulations at 34 CFR 668.166. 


However, Direct Loan funds are not student-specific, but are school- 
program-, and award-ear-specific. This means the funds can be disbursed 
to other eligible students who will be receiving Direct Loans for the same 
award year at the same school if the school can disburse the funds within 
the three-day limit. If the funds cannot be disbursed within the regulatory 
timeframes, they must be returned. 


To ensure the most accurate and timely processing, a school should 
refund cash electronically via the G5 Website, unless instructed otherwise. 
If a school needs assistance in making electronic refunds, it should 
contact the G5 Hotline using the contact information below. 
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Schools should not use drawdown adjustments in G5 to make a 
refund of cash. Also, refunds of cash are school- program- and award- 
year-specific and refunds of cash should not be netted with a drawdown 
from another school, program, or award year. 


If a school is required to refund cash as part of a liability assessed in 
an audit or program review, it must follow the instructions provided by 
the issuing office. 


If a school is returning cash as a result of refunds made to a 
borrower’s account, a corresponding downward disbursement 
adjustment must also be reported to the COD System. For further 
information regarding making disbursement adjustments, refer to the 
November 21, 2011, Electronic Announcement posted on the IFAP 
Website. 


Direct Loan disbursements, disbursement adjustments, and refunds 
of cash should be reported or submitted in whole dollar amounts only. 
The use of pennies in Direct Loan processing will impact a school’s 
ability to successfully complete its monthly reconciliation because its Net 
Drawdowns may not match the Net Disbursements reported to the COD 
System. 


For additional information on refunding cash via G5, refer to the 
G5 Web site or call the G5 Hotline at 888-336-8930 or 202-401-6238 for 
assistance. 


The Department discontinued Paper Check 
Processing of Direct Loan Refunds of Cash on 
January 1, 2015 


For additional information on refunding cash via G5, refer to the G5 
website at https://www.g5.gov/ or call the G5 Hotline at 
888-336-8930 or 202-401-6238 for assistance. 


For questions about adjusting student loan amounts, contact the 
COD School Relations Center at 800-848-0978 or 571-392-3737. You 
may also email CODSupport@ed.gov. 
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RETURNING FUNDS AFTER 240 DAYS 


In all cases, a school will have to request permission to make a 
change to the FISAP after December 15 following the close of 
the award year. 


When a school is holding 
a credit balance and 240 
days have elapsed 


See Chapter 2 for instructions on how a If FSA Grant funds (other than FSEOG and Iraq and Afghanistan 
school should proceed when it is holding Service Grants) must be returned after 240 days, a school must 

a Title IV credit balance and the school has 
been unable to find the student in the 240 


daysllowred + enter the student’s revised Pell Grant award in COD; 


¢ return the funds to the Department through G5, if applicable; 
and 


¢ make the appropriate change to the FISAP. 


Note that for Pell funds from a prior award year, a school may not 
use the funds for an eligible student in the current year. 


If FSEOG funds must be returned after 240 days, a school must 


¢ enter the student’s revised FSEOG award both in the individual 
student's account and the school’s FSEOG ledger; 


¢ either return the funds to the Department through G5 OR 
carry them forward to the next award year; and 


¢ make the appropriate change to the FISAP. 


If Perkins Loan funds from a prior award year must be returned after 
240 days, a school must 


rs reimburse its Perkins Loan fund; 


¢ report those funds as income in Part II, Section A of the 
FISAP; and 


+ reduce the student’s Perkins Loan balance and make an ac- 
counting entry to tie that reduction to the journal entry for the 
aforementioned reimbursement of its Perkins Loan fund. 


The school should not make any changes to the student’s Perkins 
promissory note. 


If a school cannot locate a student to whom it owes FWS funds the 
student has earned, the federal portion must be returned to the school’s 
FWS account. Ifthe student comes back or the school later locates the 
student, the school can recover the FWS funds as long as the account for 
that year is still open. Ifthe account is closed, the school must pay the 
student (under the wage and hour laws) using its own funds. 
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Amending a FISAP After the Close of an Award Year or 
After the December 15, FISAP Correction Deadline 


Reminder: December 15, of the year in which a school submits its 
FISAP is the deadline for submitting data corrections. 
The time between the October 1, FISAP submission dead 
line and the December 15 FISAP correction deadline 
provides schools an opportunity to review and correct 
their submitted FISAP data. 


If a school needs to amend its current FISAP after the December 15 
FISAP correction deadline or a prior-year’s FISAP, it must use the 
Change Request Process. The FISAP Change Request Process may not 
be used to request an 


¢ increase in Campus-Based funding; or 


rs increase in a school’s Administrative Cost Allowance. 


To submit a change request, a school logs in to eCB for the appropriate 
FISAP year and selects the appropriate Campus-Based program from 
the menu on the left. After the school has made the appropriate changes, 
updated the totals, and saved the data, the school selects the “Submit” 
link on the left. 


The phrase “Change Request” will be displayed below “Submit.” The 
school must select “Change Request” in order to move to the next 
prompt. After the school selects “Change Request,” the system will 
prompt the school to explain what changes the school is making and 
why. The school then must provide 


¢ the FISAP part, section number, and line number(s) on which 
the changes were made; 
¢ the amount of the change; and 


¢ adescription of the conditions that require the revision (e.g., to 
comply with the requirements of 34 CFR 668.22). 


After providing all of the required information, the school clicks the 
“Submit Button” and then affirms that it wants to “Continue to Submit.” 
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Note on Terminology 


Federal Student Aid uses the term “return” 
to describe the process of sending money 
back to the program from which the funds 
were drawn. G5 uses the term “refund” to 
describe that process. 


G5 Help 


Hours are Monday through Friday from 
8:00 a.m. to 6:00 p.m., EST 
Phone 888-336-8930 


TTY 855-333-2807 


202-245-6002 
edcaps.user@ed.gov 


Local 
Email 


4-108 


The Campus-Based staff will evaluate the school’s submission. Ifa 
school’s request is denied, the Campus-Based staff will inform the 
school why its request was denied. If the school’s request is approved, 
the Campus-Based staff will notify the school by sending an email to the 
individual on record as the school’s financial aid director (in Field 19) 
that the school’s FISAP has been unlocked and that the school has five 
days to submit the revised working copy as the final copy. 


For assistance with amending a previous year’s FISAP, schools should 
call the Campus-Based Call Center at 


1-877-801-7168. 


RETURNING FUNDS THROUGH G5 FOR BOTH 
OPEN AND CLOSED AWARDS 


From time to time, a school will have to return funds from a previous 
award year. A school that needs to return funds from a previous award 
year logs into G5 as it would when requesting funds or returning funds 
from the current award year and selects “Payments” from the command 
bar near the top of the screen. 


On the next page (the Payments screen), under Refunds, select 
“Refunds Creation.” On the Create Refunds screen, you will see two 
main sections—a section headed “Your Open Awards,” and a section 
headed “Miscellaneous Awards.” 


There are four award periods: 


Performance period (59 months) 
Liquidation period (1 month) 


Suspension period (1 month) 


a i 


Closeout period 


Awards that are in the performance, liquidation, and suspension 
periods will appear under “Your Open Awards.” When you are returning 
funds for an award that is open, always return the funds to the program 
from which the funds were drawn. For the award in question, in the 
column “Refund Amount,” enter the amount you want to return. In the 
next column (Bank Account) select from the drop down menu the bank 
account from which you want the funds drawn. 
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When you have entered an amount for all the programs to which 
you wish to return funds, select “Continue” to navigate to the Summary 
screen. If you believe the information on the Summary screen is correct, 
select the “Submit Refund Request(s)” button to process the refund 
(return). If you've completed the process correctly, you'll find yourself on 
the Confirmation screen. From the Confirmation screen, copy and save 
your Tracking Number. (If a refund has not been properly processed, an 
error message will be displayed at the top of the Summary screen and you 
can select the “previous” button at the bottom of the screen to go 
back and correct your data.) 


Once an award year has closed (is no longer in the performance, 
liquidation, or suspension periods), a school will not be able to return 
funds to a specific program. However, a school can return funds even 
when a year is closed. To return funds from an award year that is 
closed a school uses the “Miscellaneous Awards” section at the bottom 
of the Create Refunds screen. (Note that because refunds made in the 
Miscellaneous Awards section are not program specific, if you have to 
return funds from multiple closed awards you can lump them together in 
one refund.) 


To return funds that originated in what is now a closed award, 
on the Create Refunds screen, scroll down to the section headed 
“Miscellaneous Awards.” In the column “Refund Amount,” enter the 
amount you want to return. In the next column (“Bank Account”) select 
from the drop down menu the account from which you want the funds 
drawn. In the column “Refund Type, ” select from the drop down menu, 
the type of refund you wish to make. For example, if you are returning 
a Title IV Credit Balance that you have discovered was never delivered 
to the appropriate student, you would select “Closed Awards.” Once 
you have completed your entries, select “Continue” to navigate to the 
Summary screen. If you believe information on the Summary screen 
is correct, select the “Submit Refund Request(s)” button to process the 
refund (return). If you’ve completed the process correctly, you'll find 
yourself on the Confirmation screen. From the Confirmation screen, 
copy and save your Tracking Number. (Ifa refund has not been properly 
processed, an error message will be displayed at the top of the Summary 
screen and you can select the “previous” button at the bottom of the 
screen to go back and correct your data.) 
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Information required when 
returning loan funds toa 
servicer by check 


If a school cannot use the electronic 

process preferred by the loan’s servicer 

and must return the funds with a paper 
check, together with the check for the funds 
the school is returning, the school must 
include, on school letterhead, the following 
information: 


1. The borrower's name 

2. The borrower's Social Security number 

3. The loan’s unique CommonLine ID 

4. The type of loan (subsidized 
unsubsidized, PLUS, etc.) 

5. The period for which the loan was 
certified 

6. The scheduled and actual date of the 
disbursement 

7. The amount of the disbursement 

8. The amount being returned 

9. The reason the funds are being 
returned (cancellation, overpayment, 
withdrawal, or failed to begin class) 

10.The school OPE ID 

11.The name and phone number of the 
school official returning the funds 
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RETURNING FUNDS FROM FFEL LOANS 
PURCHASED/SERVICED BY THE DEPARTMENT 


The Department has purchased many Federal Family Education 
Loan (FFEL) Program loans from FFEL loan holders. The Department 
has contracted with several organizations to provide loan services on 
these purchased FFEL loans. 


If a school is required to return any portion of a FFEL Program 
loan that has been purchased by the Department, the money would be 
returned to the appropriate federal servicer for that loan. 


To identify the current servicer of an FSA loan, access NSLDS and 
select “Aid.” Then identify the student and select “Loan History.” Under 
Loan History, the current loan will be listed at the top. Use the field 
“Servicer” to identify the organization to which you will be returning 
funds. Click on the servicer name to access the NSLDS Organizational 
Contact List page. Additional contact information for the loan servicers is 
available on IFAP under the “Help” menu (Contact Information / Service 
Centers for Schools, / Loan Service Centers for Schools.) 


You can find a global list of contact information for services on IFAP 
(ifap.ed.gov) under Electronic Announcements. 
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RETURNING FEDERAL PERKINS LOAN PROGRAM 
FUNDS TO THE DEPARTMENT 


The preferred method for returning Perkins funds to the Department 
is to use the Department’s G5 Website (g5.gov), which allows you to 
electronically refund the money directly to the Department using the 
Miscellaneous Refunds option. Utilizing G5 reduces chances for human 
error and processing delays. 


When returning Excess Liquid Capital, schools must use the 


Miscellaneous Refunds option and select the appropriate Refund Type 
to ensure that returned funds are properly identified and applied. 


The Electronic Process (G5) to Return Perkins Loan Funds to the 
Department is as follows: 

1. Log into G5 www.g5.gov. 

2. Click on Payments. 

3. Click on Create Refunds. 

4 


Under Refunds Creation, click on the Miscellaneous Refunds 
tab and select Continue. 


5. Onthe Create Miscellaneous Refunds tab, enter the required 
details below and continue to submit 


a) Refund Amount 
b) Bank Account Information to be debited 
c) Select Appropriate Refund Type 


e Perkins Excess Cash—Use this type when returning 
the Federal Share of the Excess Liquid Capital (ELC) 


e Perkins Liquidation—Use this type when closing out 
your Perkins Loan Fund and returning the Federal 
Share at the end of the school’s liquidation process 
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Reminder ] Only in exceptional circumstances should schools return Perkins 
funds by check. 


If your school has no recourse other than to pay by check, you must Es 
do the following: 


1. Make the check payable to the “U.S. Department of Education.” 


2. Include with the remittance the correct school name and or 
OPEID number, and DUNS numbers. 


3. Include the reason for the remittance on any accompanying 
paperwork included with the check: 


e Perkins Excess Cash—when returning the Federal 
Share of the Excess Liquid Capital; 


e Perkins Liquidation—when closing out your Perkins 
Loan Fund and returning the Federal Share at the end 
of the school’s liquidation process. 


4. Mail the check and remittance information to the following 
address: 


U.S. Department of Education 
P.O. Box 979053 
St. Louis, MO 63197-9000 


5. Notify Campus-Based Division that a check was sent by sending an 
email to perkinsliquid@ed.gov. 


If you have further questions or need assistance, contact the G5 Help 
Desk via email at edcaps.user@ed.gov or by phone at 1-888-336-8930. 
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THE IMPORTANCE OF TITLE IV RECONCILIATION 


Reconciliation and fiduciary responsibility 


Except for funds received by a school for administrative expenses and 
for funds used for the Job Location and Development (JLD) Program, 
funds received by a school under the Federal Student Aid (FSA) 
programs are held in trust for the intended student beneficiaries. As a 
trustee of those funds, a school must have procedures in place that ensure 
FSA funds are used as intended. 


The cash management regulations establish rules and procedures 
that a school must follow in requesting and managing FSA program 
funds. Under the cash management regulations, a school has a fiduciary 
responsibility to have a system in place to 


¢ safeguard FSA funds, 
¢ ensure FSA funds are used only for the purposes intended, 


¢ act on the student’s behalf to repay a student’s FSA education 
loan debt when the school is unable to pay a credit balance di- 
rectly to the student, and 


¢ return to the Department any FSA funds that cannot be used 
as intended. 


Failure to have such a system in place calls into question a 
school’s administrative capability, its fiscal responsibility, and its 
system of internal controls. In short, it calls into question a school’s 
qualifications to participate in the FSA programs. 


A key component of the system described is the process of 
reconciliation. Reconciliation is a process in which financial records 
are compared and discrepancies resolved. Conducting reconciliation 
frequently can help ensure that your school is properly exercising its 
fiduciary responsibilities to safeguard federal funds and ensure that they 
are used as intended. 
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Internal Controls in 
Automated Systems 


Since no one person may have the ability 
to change data that affect both 
authorization and disbursement, if award 
entries made by the financial aid office 
automatically roll over and populate award 
fields in the business office, then the 
separation of functions must take place 
elsewhere. 


For example, if your system automatically 
awards funds based on a student's 
budget, then your system must ensure 
that only employees with a special security 
standing can change those budgets or 
otherwise modify a student's award. In 
addition your system must be able to 
identify any employee who makes a 
change to a data element that can affect 
the level of a student's award (anyone who 
initiates a budget or award override). 
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Your school should have documented reconciliation procedures 
that describe who, how, and when your school will reconcile. You 
should review these procedures regularly to identify issues and make any 
necessary improvements. Your school must meet all cash management 
and disbursement reporting requirements. Regular reconciliation 
can help identify and resolve discrepancies so your school can stay in 
compliance. 


Title IV reconciliation is the process by which a school reviews and 
compares Title IV aid (grants, loans, and Campus-Based aid) recorded on 
the Department’s systems with the information in the school’s internal 
records. Through reconciliation, disbursement and cash discrepancies 
are identified and resolved in a timely manner to ensure the school meets 
all regulatory requirements. Schools must document their reconciliation 
efforts and retain this documentation for auditing purposes. 


If completed on a regular basis, reconciliation can assist schools 
in determining whether the disbursement reporting and excess cash 
deadlines noted above are being met, and also whether any additional 
data needs to be submitted to ensure all school data is reflected correctly 
in the Department’s records. 


When a school compares business office records of funds requested, 
received, disbursed, and returned to financial aid office records of funds 
awarded to students it is performing internal reconciliation. When the 
school compares its reconciled internal records to the Department's 
records of funds received and returned, and of grants or loans originated 
and disbursed to students at the school, it is performing external 
reconciliation. When it performs external reconciliation, a school is 
ensuring that the Department’s records reconcile with the school’s 
records, both at the cumulative and individual student levels. 


At a minimum, your school should reconcile its FSA financial records 
monthly. However, the more frequently your school performs reconciliation, 
the more likely you will be able to identify issues and resolve them before they 
become part of a systemic problem. Frequent reconciliation is an important 
internal control procedure that can make a significant contribution to 
increasing the overall program integrity of the FSA programs at your school. 
In addition, schools that have systems in place to compare and identify 
discrepancies between their internal records and data from Department 
reports will find that the required monthly reconciliation is much easier and 
makes closing out a year less time consuming. 


Speak with your school’s administrative software systems specialists 
about creating a program that compares COD student level data to: 


¢ — student Title IV award information maintained separately by 
the financial aid office; 

¢ — Title IV funds posted to each student’s account; and 

¢ and reports exceptions found during the comparison process. 


FSA HB July 2016 


Glossary-Acronyms CFR DCL Chapter 5—Reconciliation in the Pell Grant and Campus-Based Programs 


The following are conditions that might cause the type of 
discrepancies you can identify by using COD reports in your school’s 
reconciliation process: 


¢ A recipient's disbursement data appears on the school’s records 
for an award amount less than the amount shown in the COD 
system. 


¢ A recipient's data appears on the school’s records for an award 
amount greater than the amount shown in the COD system. 


¢« A recipient's disbursement data appears on the school’s records 
but does not appear in the COD system. 


Note: The Department has reviewed the operation of schools where 
the schools’ administrative systems generate reports whenever 
data in the schools’ business and financial aid offices do not 
agree (sometimes as often as daily). The schools’ Directors of 
Financial Aid and its Business Officers meet whenever the re- 
ports are generated to resolve discrepancies. We found that at 
these schools, the annual internal closeout takes hours rather 
than days and that time required for reconciliation with the 
Department’s data is equally reduced. 


Who is responsible for reconciliation 


Because each office has access to and expertise with data needed to 
facilitate the process, cooperation between the business and financial aid 
offices is essential if reconciliation of FSA funds is to be successful. For 
example, the financial aid office will likely be the source of information 
sent to and reports received from the COD system, whereas the business 
office is generally responsible for G5 and student accounts. 


While it is possible and even advisable for financial aid and business 
office staff to be able to view information in each other’s systems, there is 
no substitute for the direct involvement of professionals in each office in 
the reconciliation process. 


Reconciliation and a school’s coordinating official 


Department regulations require that every participating school 
designate a capable individual to coordinate aid from the FSA programs 
with all other aid received by students attending the school. The 
coordinating official is responsible for ensuring that the school has 
a system for identifying and resolving discrepancies in FSA-related 
information no matter where it occurs at the school. Note that resolution 
includes determining what information is correct and correcting the 
inaccurate data. Since the resolution of discrepancies in data is the essence 
of reconciliation, your school’s coordinating official should be part of the 
reconciliation process. (See Volume 2 for more information about the 
requirement for schools to have coordinating officials.) 


Coordinating official 
34 CFR 668.16(b)(1) 
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Important 


Reconciliation is a process that a school must perform in operating the FSA programs. It is 
also a tool that a school should use to ensure that its management of the FSA programs is 
optimal. Most importantly, reconciliation is a shared responsibility. That is, the business office 
and the financial aid office are equally responsible for performing the periodic reconciliation 
that is required to make certain that a school is managing the FSA programs as they should 
be managed. This responsibility involves much more than the mere sharing of reports. It 
requires joint action by the financial aid and business office to identify discrepancies and to 
correct them in a timely manner. 


Contact Information 


For disbursement reporting, excess cash, 
or reconciliation questions specific to the 
Federal Pell Grant or Direct Loan Programs, 
contact the COD School Relations Center at 
1-800-474-7268 for Grants and 1-800-848- 
0978 for Direct Loans. You may also email 
CODSupport@ed.gov. 


For reconciliation questions specific to the 
Federal Work-Study, Federal Supplemental 
Educational Opportunity Grant, or Federal 
Perkins Loan programs, contact the 
Campus-Based Call Center at 1-877-801- 
7168. You may also email CBFOB@ed.gov. 


Each school is assigned a COD 
reconciliation coordinator who can assist 
you with specific reconciliation questions. 
They can be reached by calling the 
number above. If reconciliation issues 

arise that require your school’s immediate 
attention, your school’s COD Reconciliation 
Coordinator may contact you. 
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The Department does not specify the office in which your school’s 
coordinating official must work. Neither do we specify the type of system 
your school must have to reconcile its data internally and externally. The 
Department does require that your school have a coordinating official 
and that your school performs reconciliation. (See Volume 2 for more 
information on the requirement to have a coordinating official and other 
key requirements of administrative capability.) 


Recommended general reconciliation practices 
A key factor in facilitating reconciliation is staying on top of the 
process. The Department encourages schools to 
¢ define responsibilities of key individuals and offices; 
¢ document your reconciliation procedures; 


¢ build in regular communication between your business office, 
financial aid office, and school’s technical staff; 


¢ compare internal student accounts and business office/bursar 
records with financial aid office records and resolve any dis- 
crepancies; 


¢ balance all subsidiary accounts to the general ledger; 


¢ — ensure that all drawdowns and refunds of cash are accounted 
for and applied to the correct program year; 


¢ — ensure that all batches have been sent to and accepted by the 
COD system, all disbursements and adjustments are accurately 
reflected on the COD system, and all responses are imported 
into the school’s system; 


+ ensure that all unbooked loans are booked or inactivated 
(reduced to $0) for Direct Loans; 


¢ — resolve all outstanding rejected records; 
¢ — return all refunds of cash via G5; and 


¢ request any remaining funds owed to the school based on 
actual disbursements accepted by the COD System. 
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Internal Reconciliation 


Discrepancies that occur between the financial aid and business 
offices are usually caused by a lapse in communication. Note that these 
discrepancies often do not show up in a comparison of the financial aid 
office’s records to COD, or in the comparison of drawdowns/returns 
between the business office and G5 payment system. For instance 


¢ the financial aid office notifies the business office that the 
student is eligible for payment on a certain date, but the 
disbursement record is rejected by COD. If the financial aid 
office doesn’t tell the business office to cancel the disbursement, 
the business office draws down funds and makes a disburse- 
ment to the student that is not supported in COD or in the 
financial aid office's records. 


« the business office cancels a disbursement and/or makes a 
refund of cash to the G5 system without informing the aid 
office. Thus, the original amount will still be included as a 
disbursement but will not be reflected in the net Cash Receipts. 


We recommended that before you compare your school’s records 
to the Department’s records, you ensure the financial aid office and 
the business office agree on the amount of funds that should have been 
drawn down from G5 to cover the funds disbursed to students. Therefore, 
the first step in the reconciliation process should be to confirm that 
business office records of actual disbursements posted to student accounts 
are consistent with financial aid office records of student award and 
scheduled disbursement amounts. 


Discrepancies can be avoided by establishing daily or weekly 
communication touchpoints between the two offices or by scheduling a 
data comparison between the two office’s systems. Resolving differences 
in internal reconciliation will lead to a smoother external reconciliation 
with the Department's official data. 


Internal reconciliation should also include steps to reconcile cash 
transactions such as drawdowns and refunds of cash. Your school should 
ensure that bank statements correctly reflect all funds drawn or returned 
and that this information matches the school’s ledgers and other internal 
records. Your school should confirm that any returns of Title IV aid 
calculated by the financial aid office are reflected correctly in the business 
office student account records and that any funds not necessary for 
immediate use have been returned to the Department. 


So, you could begin the internal reconciliation process by comparing 
a monthly financial aid office roster of scheduled disbursements to a 
monthly business office cash detail report that reflects funds drawn down 
and funds disbursed for the month. If you discover discrepancies, you 
must resolve them. 
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Reconciliation and Third-Party 
Servicers 


If your school uses a third-party servicer, 
your school is ultimately responsible to 
ensure that all regulatory requirements 

are being met and that your school is 
reconciling on a regular basis. You should 
request and retain documentation of your 
reconciliation efforts. Also, a part of your 
reconciliation should include ensuring that 
your school internal records match what is 
at the servicer as well as what is in the COD 
System. 
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Final Reconciliation 


If a school is meeting all disbursement/ 
adjustment reporting, excess cash, and 
reconciliation requirements, a final 
reconciliation should begin no later than 
the last award or payment period end 


date at the school for a given program and 
year. A school should be able to reconcile 
to a zero ending cash balance soon after 
its final disbursements and should not 
carry an ending cash balance (positive or 
negative) for an extended period. 


Time Frame for 
Submitting Disbursements 


A school must submit Federal Pell Grant 
or lraq and Afghanistan Service Grant 
disbursement records and Direct Loan 
disbursement records, as applicable, 

no later than 15 days after making the 
disbursement or becoming aware of the 
need to adjust a student's previously 
reported Federal Pell Grant or Iraq and 
Afghanistan Service Grant disbursement. 


The Department considers that Federal 
Pell Grant and Iraq and Afghanistan Service 
Grant funds are disbursed on the date 

that the school (a) credits those funds to a 
student's account in the school’s general 
ledger or any subledger of the general 
ledger, or (b) pays those funds to a student 
directly. We consider that Federal Pell 
Grant and Iraq and Afghanistan Service 
Grant funds are disbursed even if a school 
uses its own funds in advance of receiving 
program funds from the Department. 


A school's failure to submit disbursement 
records within the required time frame 
may result in the Department rejecting all 
or part of the reported disbursement. In 
addition, such failure may result in an audit 
or program review finding. In addition, the 
Department may initiate an adverse action, 
such as a fine or other penalty for such 
failure. 


Federal Register Volume 81, Number 64 
(Monday, April 4, 2016) 
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In addition, you should also compare business office and financial aid 
office records of adjustments (refunds of cash) made during the month. 
Often, returns of cash due to withdrawals performed by the financial 
aid office aren’t applied by the business office. Just as often, adjustments 
made by the business office aren’t noted in the financial aid office. Either 
of these omissions can cause an internal discrepancy that will affect a 
school’s Ending Cash Balance and should be resolved before a school 
begins its external reconciliation process. 


Remember, no matter the method you choose to perform internal 
reconciliation, the Department advises you to complete that process 
before you begin external reconciliation. 


External Reconciliation 


During internal reconciliation, the school will have resolved any 
differences between records in the financial aid office and those in the 
business office. In external reconciliation, a school will reconcile its 
records to the Department's records. 


RECONCILIATION IN THE PELL GRANT PROGRAM 


Though there is no regulatory requirement for reconciling your 
school’s Pell Grant Program operations on a monthly basis, it is almost 
impossible to satisfy other program requirements without performing 
monthly reconciliation of your school’s Pell Grant Program participation. 


For example, a school must submit Federal Pell Grant or Iraq and 
Afghanistan Service Grant disbursement records no later than the 
deadline dates as published in the Federal Register notice (see sidebar) 
after making a Pell Grant or Iraq and Afghanistan Service Grant 
disbursement or becoming aware of the need to adjust a student’s 
previously reported disbursement for those programs. A school’s failure 
to submit disbursement records within the required time frame may 
result in an audit or program review finding. 


To be proactive, on a monthly basis, your school should compare 


° the records of Pell Grant awards and scheduled disbursement 
to students made in the financial aid office to awards on 
individual student accounts in the business office; 


¢ the record of disbursements in the school’s Pell Grant Program 
ledger to the record of Pell Grants disbursed to students in the 
business office; 


¢ the individual and program records of all adjustments (positive 
and negative) made during the period; and 


¢ onan individual and program basis, the record of Pell Grants 
disbursed to students in COD to the records of Pell Grant 
disbursements in the business office. 
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Monthly reconciliation for the Pell Grant Program should include 
verifying that individually and cumulatively the following: 


¢ Records of student awards and pending disbursements calcu- 
lated and maintained by the financial aid office match the re- 
cords of pending disbursement data received or maintained by 
the business office; 


¢ Business office records of actual disbursements posted to stu- 
dent accounts are consistent with financial aid office records 
of student eligibility and applicable award and disbursement 
amounts; 


¢ Records of disbursements in the general ledger match those in 
subsidiary ledgers (e.g. student ledgers and accounts); 


¢ The actual disbursements posted to students’ accounts 
internally match the actual disbursements accepted in the COD 
system (including any adjustments to actual disbursements); 
and 


¢ Cumulative school and COD records of Pell Grant disburse- 
ments match Net Draws (Drawdowns—Refunds of Cash) in 
G5 for the award year in the Pell Grant Program. 


Reconciling school-level data 


Whether you maintain your records electronically or on paper, 
comparing the records of Pell Grant awards made to students by the 
financial aid office to the records of Pell Grant disbursements recorded in 
individual student accounts is not a complex task. If awards recorded by 
the aid office automatically populate the business office records, the data 
should always agree. 


If your school’s processes are automated, your systems’ staff can 
create a program that compares the relevant data elements and generates 
an exception report that identifies discrepancies between business office 
and financial aid office data. Reconciliation of school level data functions 
is an internal control check mechanism. By reviewing the exception 
report on a daily basis, the bursar ensures that the school’s internal 
records agree and he or she also confirms that the school’s system for 
communicating data between offices is functioning correctly. 


Pell Grant Reconciliation 
Defined 


Pell Grant Reconciliation is the process by 
which a school reviews and compares Pell 
Grant data recorded on the Department 
of Education’s (the Department's) systems 
with the information in the school’s 
internal records. This process should 

be performed on a regular basis and is 
recommended at least monthly. 


Internal Reconciliation 


This is the reconciliation of disbursement 
transactions (actual disbursements and 
adjustments) and related cash transactions 
(Drawdowns, Drawdown Adjustments, 
Refunds of Cash, and Returns) between 
your Business Office records and Financial 
Aid system. If discrepancies are found, your 


school should document these and resolve 
them in a timely manner. 


External Reconciliation 


This is the reconciliation of internal 
disbursement and cash balances from the 
Business Office and Financial Aid Office 
with disbursement and cash balances 
from the COD System. At a minimum, this 
reconciliation should be completed at least 
monthly to ensure that data is correct in 
all systems and that cash management 
and disbursement reporting timelines are 
being met. If you have completed your 
internal reconciliation first, your school will 
have fewer discrepancies to resolve when 
you perform this external reconciliation. 
The Department offers various tools to 
assist you with external reconciliation. 
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Resources 


The COD School Relations staff at 
1-800-474-7268 and at 


CODSupport@ed.gov 


is available to help users within COD 
reports in the reconciliation process. 


Note that the email address for COD 
School Relations is new. 


COD reports 


The Common Origination and Disbursement 
(COD) Technical Reference, Volume VI, 
Section 8—Reports can be found at 
https://ifap.ed.gov/ifap/publications.jsp. 


Click on COD Technical Reference and 
choose the appropriate Award Year. 
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Reconciling school-level data with COD Pell Grant data 


Your school should reconcile all cash (Drawdowns and Refunds 
of Cash) and disbursement records (Actual Disbursements and 
Adjustments) with information in COD on an ongoing basis (external 
reconciliation). This will greatly minimize the number of post deadline 
adjustments and help identify and resolve issues as they arise. There are 
many tools specific to the Pell Grant program available to assist you in 
your reconciliation efforts. 


In reconciling school level Pell Grant records of individual awards to 
students with individual student records maintained in COD, you can use 
the following tools: 


¢ Pell Grant Reconciliation Report 


The Pell Grant Reconciliation Report is a one-record student 
summary of processed records and can be helpful to your school 
as it completes both the year-end and ongoing reconciliation pro- 
cesses. This report can be downloaded, printed, or imported into 
a spreadsheet for comparison with your school’s data. This report 
provides the total year-to-date (YTD) disbursement amount per 
student as it is in COD. 


« Pell Grant Electronic Statement of Account (ESOA) 


The ESOA summarizes the status of a school’s current fund- 
ing level (CFL) versus the net drawdown for that award year. 

In addition, the ESOA provides (for the current processing day 
only) the YTD Unduplicated Recipient Count, the YTD Total 
Accepted and Posted Disbursements, the YTD Total ACA paid 
to schools, and the net drawdown payments in G5 up to the 
current processing day. That is, it provides the sum of school 
initiated drawdowns, direct payments for Obligate/Pay accounts, 
adjustments (+/—) less refunds, and returns. 


¢ Pending Disbursement List Report 


The Pending Disbursement List Report contains disbursements 
not yet funded in COD. This “list by student” reports anticipated 
disbursements received and accepted, but not yet made, in a 
school’s Pell Grant Program. 


+ Pell Grant YTD Record 


A Pell Grant YTD Record can be requested for an individual stu- 
dent or for all Pell Grant recipients at your school. A YTD 
Record contains more detailed award and disbursement data 
than the Pell Grant Reconciliation Report. It contains informa- 
tion at the individual transaction level. The YTD Record can be 
used to replace a corrupt database or to reconcile records with ac- 
cepted data on COD. 
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The YTD Record shows the award information that COD is 
using for each student. You can view each individual disburse- 
ment as well as the total disbursed to a student for the year. The 
YTD Summary will show the total number of recipients at your 
school, and the number of awards, and the disbursements 
accepted, rejected, or corrected. The detailed information in a 
YTD Record can help your school resolve discrepancies between 
school and COD data. 


You can also use the following COD Website screens: 
¢ Funding Information Screen 


The Funding Information Screen shows totals such as Current 
Funding Level, Available Balance, Net Drawdowns, Net Ac- 
cepted and Posted Disbursements and Cash > Net Accepted 
and Posted Disbursements. These totals can be used to com- 
pare against your internal totals from both your Business Office 
and Financial Aid Office. If discrepancies are found, the detail 
should be compared and any discrepancies resolved. 


¢ Cash Activity Screen 


The Cash Activity Screen shows all individual Drawdown, Re- 
fund of Cash, and Drawdown Adjustment transactions received 
in COD from G5. This information can be used to reconcile to 
internal bank statements and cash transactions. 


+ Action Queue Screen 


The Action Queue Screen lists all pending disbursements. It can 
be used to determine if pending disbursements need to be can- 
celed (reduced to zero) or made into actual disbursements. (It is 
updated daily.) 


All schools must finalize reconciliation of cash and reporting of 
Pell Grant and Iraq and Afghanistan Service Grant disbursements and 
disbursement adjustments by the annual deadline of September 30 of the 
award year (i.e., for 2016-2017, the deadline will be September 30, 2017). 
Any adjustments to disbursements after that date may require a request 
for extended processing. Both Pell Grant and Iraq and Afghanistan 
Service Grant are closed five years after the end of processing for the 
award year (e.g., for 2016-2017, the award year will close September 
30, 2022). Therefore, no disbursement or disbursement adjustments 
may be made in those programs after that time. Any funds that need to 
be returned after the five-year period must be returned directly to the 
Treasury. If you need assistance returning funds after the five year closing 
date, please contact G5 customer service at 1-888-336-8930. 
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Sample Electronic Statement of Account (ESOA) 


Report Date: MM/DD/CCYY U.S. Department of Education PAGE: 1 
Report Time: BH:MM:88 2015-2016 FEDERAL PELL GRANT PROCRAN 
ELECTRONIC STATEMENT OF ACCOUNT 


REE EEE EEE EEE EEE EEE EEE 


PELL SCHOOL NUMBER 001005 
COMMON SCHOOL IDENTIFIER 12345678 
SCHOOL NAME ALABAMA STATE UNIVERSITY 
STATE AL 
GRANTEE DUNS NUMBER 040672685 
GAPS AWARD NUMBER POé dP 20041031 
Transaction Date MM/DD/CCYY 
Previous Pell Grant Obligation $999, 999, 999.9 
Current Pell Grant Obligation $999,999,999.99 
Adjustment (increase + or Decrease -) $999,999,999.99+ 
Previous Pell Grant Payments $999, 999, 999.99 
Current Pell Grant Payments 5999, 999,999.99 
Adjustment (increase +) $999,999, 999.99¢ 


GAPS Drawdowns/ Payments 5999, 999, 999.99 
Date of Last Activity in GAPS MM/DD/CcYyY 


¥TD Total Unduplicated Recipients 999, 999 
YTD Pell Accepted and Posted Disbursement Amount $999, 999,999.99 
YTD Administrative Cost Allowance $999,999,999.99 


As of Document ID/Batch ID 2015-12-317T06:12:34.4599999999 


Payments apply only to “Obligate/Pay" accounts. 


Sample ESOA - Detailed Information 


Report Date: mM/DD/ccry 0.8. Department of Education 
Report Time: HH:MM:3S 2OLS-2016 FEDERAL PELL GRANT PROGRAM 
ELECTRONIC STATEMENT OF ACCOUNT 


SHEER EERE EERE EEE EERE EEE EEE HERE EEE EERE EEE EERE REE EERE HERE RRR ERED 


ESOA DETAIL DOCUMENT INFORMATION 


DOCUMENT/BATCH ID 
Mmu/DD/cery $555, 555,555.55- sa/DD/ceryy 2015-12-31T06:12:34.4555555555 
mu /ob/ccry $999, 999, $99. 99¢ om /DD/ccry 2015-12-31 706: 12:34.4699999995 
MM/DD/OCYY $999, $95, $99.99- MM/DD/CCYY 2025-12-317T06:12:34.4799S9S95S 
4/DD/OCYY $999, 995, 599.99+ a4/DD/CCYY 2025-12-31 T06:12:34.489999S99S 
MM/DD/ocryy 5555, 955, 595.55- MM/DD/ccxyy 2035-12-31T06512534.45959559555955 
mm /DD/ccry $999. 999, $99. 99e /0D/ccryY 2015-12-31 7T06: 12:34.50999959995 


mu /DD/Ccry $999. 999, 999.99- uu/oo/ccry 201S-12-31 706: 12:34.5199999995 
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Final Reconciliation of a Pell Grant Award Year 


In addition to regular monthly reconciliation of Pell Grant data, a 
final reconciliation should be performed as soon as possible after final 
scheduled disbursements have been made for the award year. This final 
reconciliation should ensure that all data is correct, and that Total Net 
Drawdowns equal Net Accepted and Posted Disbursements in the COD 
System (Cash > NAPD balances should equal $0.00). This process must 
be performed within the applicable data submission deadline (defined 
below), as well as immediately following processing of any additional data 
by the school (for example, eligible late disbursements or disbursement 
adjustments made within regulatory timeframes, but which occur after 
the data submission deadline). There are two deadlines which impact this 
process. 


Data Submission Deadline 


The data submission deadline is published annually in a Federal 
Register Notice. It is generally the end of September following the end 
of the award year. For example, the 2015-2016 Award Year will close 
on September 30, 2016. After this date, the COD System will not accept 
upward awards or disbursement adjustments without prior approval for 
an extension to the established data submission deadlines (downward 
adjustments will continue to be accepted). If your school needs to 
request an extension to the data submission deadline, this request may be 
submitted via the COD Website at https://cod.ed.gov. 


Funding Cancellation Deadline 


Pell Grant funding availability is canceled five years after the data 
submission deadline for the award year. For example, for the 2015-2016 
Federal Pell Grant Award Year (July 1, 2015-June 30, 2016), the funding 
cancellation date is September 30, 2016 [2011 + 5 = 2016]. After that 
time, schools will be unable to draw down or adjust further funds 
via G5 (although refunds of cash will still be accepted), and the COD 
System will be completely closed to any further award or disbursement 
processing for that award year. As such, schools must complete all final 
reconciliation activities well before this final deadline and in accordance 
with disbursement reporting timelines and the data submission deadline 
defined above. 


Final reconciliation should be performed as soon as possible after 
your school’s final scheduled disbursements have been made for the 
award year. This process must be performed within the applicable data 
submission deadline, and immediately following processing of any 
additional data received by the school (e.g., disbursement adjustments 
made within regulatory timeframes, but which occur after the data 
submission deadline and returns of unclaimed credit balance checks). 
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Completing Final Reconciliation 


If a school is meeting all disbursement/ 
adjustment reporting, excess cash, 

and reconciliation requirements, final 
reconciliation should begin no later than 
the last award or payment period end 
date at the school for a given program and 
year. A school should be able to reconcile 
to a zero ending cash balance soon after 
its final disbursements and should not 
carry an ending cash balance (positive or 
negative) for an extended period. 


Additional Information 


For additional information on Pell Grant 


Program Reconciliation, contact the COD 
School Relations Center at 800/474-7268. 
You may also email CODSupport@ed.gov. 
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Monthly Reconciliation 
Required 


A school is required to reconcile its 
Campus-Based records no less frequently 
than once a month. 


Schools may be required to provide 
records of their monthly reconciliations 
during the required annual audit or during 
a program review. 


Perkins 34 CFR 674.19(d)(1) 
(i 


FWS 34 CFR 675.19(b)(2)(iv) 
FSEOG 34 CFR 676.19(b)(2) 


FISAP 

Campus-Based Programs 34 CFR 673.3 
Perkins Loan Program 34 CFR 674.19(d)(2) 
FWS 34 CFR 675.19(b)(3) 

FSEOG 34 CFR 676.19(b)(3) 
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RECONCILIATION, RECORDS, AND INTERNAL 
CONTROLS IN THE CAMPUS-BASED PROGRAMS 


A school is required to reconcile its Campus-Based program and 
financial records at least monthly. In addition, you perform annual 
reconciliation of your school’s annual participation in the Campus-Based 
programs when you complete the Fiscal Operations Report (FISOP). 

The FISOP is parts III, IV, V, and VI of the Fiscal Operations Report and 
Application to Participate (FISAP). 

Note: If you participated in any Campus-Based programs in an 
award year, you must report on your activities for those pro- 
grams by completing the appropriate portions of the FISAP by 
the following October. 


Your school must reconcile, at least monthly, your Campus-Based 
draws recorded in G5 to the funds received in the bank account your 
school has designated to receive electronic transfers and account for any 
discrepancies. 


In addition, your school must have a system that, on at least a 
monthly basis, reconciles your drawdowns for the award year in the 
individual Campus-Based Programs plus any funds provided by your 
school or received from other sources to the amounts expended in the 
three programs. 


Reconciliation and the Federal Perkins Loan Program 
Your school must have a system that, on at least a monthly basis, 
reconciles and accounts for any discrepancies in 
¢ the cash on hand in your Perkins fund at the start of the 
period; 


¢ federal funds received and deposited in your Perkins fund dur- 
ing the period; 


¢ — school funds deposited in the Perkins fund during the period, 


¢ payments of principal, interest, late charges, and collection 
charges received during the period; 


¢ other additions to the Perkins fund during the period, to loans 
made to students during the period; 


¢ expenses paid from the fund during the period (including 
ACA); 


+ accounts on which incorrect information is recorded in 
NSLDS; and 


¢ cash on hand in the fund at the end of the period. 
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Reconciliation and the Federal Supplemental Educational 
Opportunity Grant Program 


Your school must have a system that, on at least a monthly basis, 
reconciles the federal funds drawn down during the period for FFEOG 
awards, plus funds transferred (or carried) in from the other Campus- 
Based Programs during the period, plus any nonfederal funds (both 
institutional and noninstitutional) made available for grants to students 
during the period, plus any other resources designated as FFEOG awards 
to students during the period to FSEOG awards made to students during 
the period, plus ACA, and accounts for any discrepancies. 


Reconciliation and the Federal Work-Study Program 


Your school should reconcile monthly the amount drawn down 
and received to the amounts disbursed to students or returned to the 
Department, and explain all discrepancies. 


Your school must have a system that, on at least a monthly basis, 
reconciles the federal funds drawn down during the period for FWS 
awards, plus funds transferred (or carried) in from the other Campus- 
Based programs during the period, plus any nonfederal (both institutional 
and noninstitutional) funds made available for FWS payments to students 
during the period to FWS funds paid to students during the period, plus 
ACA, plus Job Location and Development expenditures, and accounts for 
any discrepancies. 


In addition, you should examine your FWS Program and fiscal 
records at the start of the award year and monthly thereafter. 


¢ Do you have a method for verifying that a student's rate of pay 
in your payroll system matches the rate of pay on which the 
award was calculated, and if the rate assigned to the position 
and the experience level of the student matches the levels re- 
quired by the school’s policies and procedures? 


¢ Do you have a system that records the maximum a student 
may earn in FWS wages and alerts you if a student approaches 
that amount? 


¢ Do you periodically evaluate your rate of expenditures to de- 
termine if you are spending funds at the same rate, if you are 
spending less, or if you are spending more than the amount 
you budgeted for FWS expenditures? 


¢ Are your matching funds consistently deposited at the same 
time you received your federal share? 
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In the FWS Program, your requests for funds should always be 
for a payroll for which data has been entered. The only time your need 
for funds should be greater or less than your draw is when anticipated 
payments from an off-campus employer are early or late. Excepting those 
occasions, do you often find yourself requesting additional funds or 
returning unused funds? 


¢ Do you have a process in place to ensure that students are actu- 
ally working the hours reported—that timesheets are accurate? 


¢ Do you frequently audit payrolls to test whether hours record- 
ed in the payroll system match the hours reported on student 
timesheets? 


¢ Do you reconcile the expenditure of funds in the community 
service part or your FWS program to the reports submitted by 
employers? 


CONTACT INFORMATION FOR RECONCILIATION 


For disbursement reporting, excess cash, or reconciliation questions 
specific to the Federal Pell Grant, TEACH Grant, or Direct Loan 
programs, contact the COD School Relations Center at 800/474-7268 
for Grants and 800/848-0978 for Direct Loans. You may also e-mail 
CODSupport@ed.gov. 


For reconciliation questions specific to the FWS, FSEOG, or Federal 
Perkins Loan programs, please contact the Campus-Based Call Center at 
877-801-7168. You may also email CBFOB@ed.gov 
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CHAPTER 6 


Reconciliation in the 
Direct Loan Program 


OVERVIEW OF DIRECT LOAN RECONCILIATION 


A school that participates in the Direct Loan Program is required Direct Loan monthly 
to reconcile cash (the funds it has received (from the G5 system) to pay reconciliation required 
its students) with disbursements (the actual disbursement records) it 34 CFR 685.300(b)(5) 


has submitted to the Common Origination and Disbursement (COD) 
system. Schools are required to reconcile monthly. 


All Direct Loan schools are also required to complete a year-end 


closeout which is a final reconciliation of their Direct Loan accounts. Ending Cash Balance = A school's 
This should be done as soon as possible after the end of the school’s Net Drawdowns/Payments in (G5) 
latest award period (loan period) end date, but no later than the program _| minus the Total Net Booked 

year closeout date. As a reminder, all cash management, disbursement Disbursements in COD 


reporting, and monthly reconciliation regulatory requirements supersede 
the closeout deadline so a school should be able to reconcile to a zero 
Ending Cash Balance and close out soon after its final disbursements and 
should not wait until the closeout deadline. The Direct Loan Program 
year closeout date occurs on the last processing day of July in the year 
following the award year. For example, the program year closeout date 
for 2015-16 will be July 31, 2017. 


The starting point for reconciliation is the Ending Cash Balance 
(ECB) on the School Account Statement (SAS) that COD sends to 
the school each month. The SAS is the Department's official record of 
your school’s cash and disbursement transactions. The ECB is simply 
the difference between the net drawdowns/payments your school has 
received from the G5 payment system, and the actual disbursement 
information you've reported to COD (and COD has accepted) 
for individual students and parents (known as Total Net Booked 
Disbursements). 


Ideally, the net drawdown/payments your school has received in the 
past month will be fully substantiated by the total net disbursements your 
school has reported (including any subsequent adjustments). Therefore, 
your school’s monthly ECB should be as close to zero as possible keeping 
timing variances in mind. 
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Booked vs. Unbooked 
Disbursements 


For a disbursement to be considered 
booked, it must consist of the following 
three components. 


1. It must be a part of an accepted loan 
origination record (as submitted to 
COD by the school); 

. It must have an accepted Master 
Promissory Note associated with it 
(linked MPN); and 

. It must be reflected as an actual 
disbursement in COD (the 
Disbursement Release Indicator = 
“True” and the date of disbursement 
must have occurred). 


Once these three things occur, the loan 

is booked and sent to the loan servicer 
assigned to the borrower, and the student 
is liable in accordance with the terms and 
conditions stated in the Master Promissory 
Note. 


Unbooked disbursements include any future 
dated transactions with disbursement 
dates falling after the end of the report. 
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When the ECB for a month is greater or less than zero, you must 
be able to account for any differences between the net totals for Booked 
Disbursements and Drawdowns/Payments. The SAS provides you 
with the information that the Department has recorded for your actual 
disbursements to students and cash transactions (payments/drawdowns). 
You can use this information as a starting point in identifying the 
underlying reasons for the ECB. 


Sometimes the difference between Total Net Booked Disbursements 
and Net Drawdowns/Payments is just a matter of end-of-month timing— 
funds were delivered to the school’s account at the end of one month 
and the disbursements were reported to COD at the beginning of the 
next month (or vice versa). If there are legitimate reasons for a positive 
or negative ECB from month to month, you may not need to correct or 
update any of the information your school has provided to the COD or 
G5 systems. Just document the reasons for the differences and you are 
done reconciling for that month. 


During your review, you may also find omissions or errors in your 
school’s transactions with COD and G5. For instance, you may find 
that some disbursement data for your students was submitted to, but 
not accepted by, COD or that G5 transactions were entered for the 
wrong award year. In these cases, you will need to resubmit corrected 
disbursement records to COD or correct earlier transactions on the G5 
system. Ensuring that your school records match exactly to the data in 
COD is an example of external reconciliation. 


It is also possible that the discrepancy results from inconsistencies 
between the information in the school’s financial aid system and the 
information kept by its business office—these will need to be resolved 
by comparing and correcting your school’s records. This is an example 
of internal reconciliation. In order to have a common set of figures to 
reconcile against COD schools should complete an internal reconciliation 
before beginning the required external monthly reconciliation. 
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Reconciling ED and School Records 


The SAS (sent by COD) includes both disbursement data and cash transactions from COD. ‘This 
data in ED systems must be reconciled with data in your school’s financial aid office and business 
office. 


Exchange data on students & parents who are eligible to be paid; payments cancelled & funds returned. 


Financial 
Aid 
Office 
Funds drawn 
down from (or 


returned to) G5 


Student & parent payment system 


loan disbursement 
data reported to COD 


Sources of Discrepancies 


Timing issues—funds are drawn down and disbursed in a different month from the month 
student/parent records are sent to COD. 


Drawdowns or returns attributed to the wrong award year. 

Disbursement batches not yet sent to COD (or sent to COD but not acknowledged). 
Rejected disbursements that have not been resolved. 

Disbursements reported to COD but unbooked because of future disbursement date. 
Cash drawn in or cash returned to the incorrect award year. 


Downward disbursement adjustments made and accepted in COD but funds are not returned 
or used for other eligible borrowers within regulatory timeframes or vice versa. 


Disbursements reported to COD by the aid office but not reported by the Aid Office to the 
business office for payment. 


Disbursements made by the business office but not supported by disbursement records in the 
financial aid office system and COD (would show up in internal reconciliation). 
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Possible Sources of 
Discrepancies Between 
Financial Aid and 
Business Office Records 


financial aid office calculates Return of 
Aid (R2T4) but doesn’t notify business 
office. 

financial aid office schedules disburse- 
ment with business office but does not 
create “actual disbursement” record 

to send to COD. (Or, “actual disburse- 
ment” record sent by the financial aid 
office is rejected by COD.) 

business office cancels disbursement 
but does not inform financial aid office. 
business office makes refund of cash to 
G5 system but does not inform financial 
aid office. 


INTERNAL RECONCILIATION FOR DIRECT LOANS 


Internal reconciliation is the process where the business and financial 
aid offices compare their Direct Loan records to ensure that they match, 
both in disbursement date and disbursement amount. The frequency and 
methods used for internal reconciliation are based on school decision and 
need but should occur at least monthly and before the required monthly 
reconciliation to the Direct Loan SAS. 


The business office should review its Direct Loan account bank 
statement to ensure that funds drawn and returned are in the appropriate 
year. In addition the business office will need to regularly monitor the 
account to comply with cash management regulations, i.e., making sure 
that funds are drawn for immediate need and any funds that cannot be 
used within cash management guidelines are returned promptly. 


To be in compliance with reporting disbursement and disbursement 
adjustments within 15 days, the business and financial aid offices will 
need to communicate frequently, making sure that their systems are in 


pone: sync. It is very important that the date funds are credited to a student’s 

account in the institution’s general ledger or any subledger of the general 
Requesting Funds ledger, or paid to a student directly is the disbursement date the financial 
34 CFR 668.162 aid office reports to COD. This date is reported to the Direct Loan 


servicers and is the time when interest begins to accrue on the loan funds. 


Discrepancies Between Financial Aid and Business Office 


COD 
Actual Disbursement = 0 


Financial Aid 
Office 


Actual Disbursement = 0 
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G5 


Funds drawn = $1,739 


Business 
Office 
Disbursement = $1,739 
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Discrepancies that occur between the financial aid and business 
offices are usually caused by a lapse in communication. Note that these 
discrepancies often do not show up in a comparison of the financial aid 
office’s records to COD, or in the comparison of drawdowns/returns 
between the business office and G5 payment system. For instance 


¢ The financial aid office notifies the business office that the 
student is eligible for payment on a certain date, but the dis- 
bursement record is rejected by COD. If the financial aid office 
doesn't tell the business office to cancel the disbursement, the 
business office draws down funds and makes a disbursement to 
the student that is not supported in COD or in the financial aid 
office’s records. 


« The business office cancels a disbursement and/or makes a 
refund of cash to the G5 system without informing the aid of- 
fice. Thus, the original amount will still be included in the net 
Booked Disbursements on the SAS but will not be reflected in 
the net Cash Receipts. 


Discrepancies can be avoided by setting daily or weekly 
communication touchpoints between the two offices or by scheduling a 
data comparison between the two office systems. Resolving differences in 
internal reconciliation will lead to a smoother external reconciliation with 
the Department's official data as reflected in the SAS. 


Reporting Disbursements 
Within 15 Days 


An institution must submit Pell Grant, Iraq 
and Afghanistan Service Grant, Direct Loan, 
and TEACH Grant disbursement records, 
as applicable, no later than 15 days after 
making the disbursement or becoming 
aware of the need to adjust a student's 
previously reported disbursement. In 
accordance with 34 CFR 668.164(a), Title 
IV funds are disbursed on the date that 
the institution: (a) Credits those funds to 

a student's account in the institution's 
general ledger or any subledger of the 
general ledger, or (b) pays those funds 

to a student directly. Title IV funds are 
disbursed even if an institution uses 

its own funds in advance of receiving 
program funds from the Secretary. 

An institution’s failure to submit 
disbursement records within the required 
timeframe may result in the Secretary 
rejecting all or part of the reported 
disbursement. Such failure may also result 
in an audit or program review finding or 
the initiation of an adverse action, such as 
a fine or other penalty for such failure, in 
accordance with subpart G of the General 
Provisions regulations in 34 CFR part 668. 


Federal Register Volume 79, Number 133, 
Friday, July 11, 2014, Pages 40084-40092 


Reconciliation and Third-Party 
Servicers 

If your school uses a third-party servicer, 
your school is ultimately responsible to 
ensure that all regulatory requirements 
are being met and that your school is 
reconciling on a regular basis. You should 
request and retain documentation of your 
reconciliation efforts. Also, a part of your 
reconciliation should include ensuring that 
your school internal records match what is 
at the servicer as well as what is in the COD 
System. 


4-131 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Monthly Reconciliation Process 


> Compare financial aid office records with business office disbursements. 
Look fo: 


Refunds of cash made by business office to G5 but not recorded in the 
financial aid office system. 


Disbursements made by business office, but not recorded in the financial 
aid office system or not sent to COD and accepted. 


Instances when the financial aid office calculated a Return of Aid and 
reported a downward adjustment to COD, but the information was not 
recorded in the business office system and the funds were not returned 
to G5. 


> Reconcile with SAS data from ED 
Upon receiving the monthly SAS, first compare the cash summary information to your 
internal records. If the sub-totals and ECB match or any discrepancies can be explained 
and documented, you are done. If not, then proceed to the next step of comparing SAS 
cash detail with student account records in the business office (or elsewhere). Look for 


* — End-of-month submissions that were processed by COD in the next month. 
* Cash transactions attributed to wrong award year. 


- Funds drawn down from one award year but “recycled” to make 
disbursements for loans in a different award year. 
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> Compare SAS Loan/Disbursement Detail with financial aid office records. 
(The “Loan Compare” function in DL Tools can be used to import school data and 
compare it to the SAS Loan Disbursement Detail.) Look for 


- Disbursement batches not yet sent to COD (or sent to COD but not 
acknowledged). 


Rejected disbursements that have not been resolved. 


Disbursements reported to COD but unbooked because of future 
disbursement date. 


Remember, you must document reasons for any discrepancies in your ECB. 


EXTERNAL RECONCILIATION 


After completing internal reconciliation between the business and 
financial aid office records, a school can begin its required monthly 
reconciliation process, comparing school data to the SAS. 


Documenting monthly reconciliation 


A school has completed its monthly reconciliation when all 
differences between the SAS and the school’s internal records (Direct 
Loan System, financial aid office, and business office system) have been 
resolved or documented. Schools should clearly outline their method of 
documentation in both business office and financial aid office procedures. 
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The Department does not mandate or prescribe any particular method 
of documentation, which allows your school to determine the type 

and method that best suits your internal processes. Your school must 
maintain documented results of its monthly reconciliation to provide 
to auditors and reviewers at their request but does not need to send any 
proof of this reconciliation to the Department. 


Each month you should 
¢ Identify any discrepancies due to timing and track them to Key Components of Monthly 
make sure that the missing transactions appear in the next Reconciliation 
month's SAS. 


All discrepancies have been identified, 
« Identify any discrepancies due to misreporting or internal mis- resolved, and documented. = 
communication and take necessary corrective actions to ensure |°  [iming/ssues are tracked for reconcilia- 


; : ‘ tion in next month’s SAS. 
they will not recur in the following month. Historical records of issues are kept for 


later review or to update new or return- 


¢ Document all reconciliation efforts for future reference. In ad- : 
ing staff members. 


dition to resolving cash balance issues in a timely manner, careful 
monthly reconciliation will help you to complete year-end close- 
out much more efficiently. 


The External Reconciliation Process 


School 
Receives 


SAS Compare 


Cash 
Detail 


Resolve Resolved? 


Issues 


Compare 
Compare Loan 
Cash Detail 
Summary 


(Documentation) 
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For more information on COD 

Reports, refer to the latest 

COD Technical Reference, 
Volume VI, Section 8, available at 
www.fsadownload.ed.gov. 


For more information on COD web screens, 
refer to the COD website help text or 
download the free COD Computer Based 
Training from ifap.ed.gov under “Tools for 
Schools.” 


In January of 2014, the Department 
announced the posting of three report 
readers. The readers provide a simplified 
way of importing the COD report files 
into an Excel spreadsheet for school 
reconciliation purposes. 


A school that does not already have a 
process in place for using these reports to 
regularly reconcile its Pell Grant and Direct 
Loan data should consider downloading 
the readers for this purpose. 


Note that to use the readers, a school must 
receive the fixed-length format of the 
reports. 


There are report readers for the following 
reports: 
Pell Grant Reconciliation File 
Pell Grant YTD File 
SAS Disbursement Detail on Demand 
File 


The readers, along with instructions on 
how to use them, are posted on the 
Common Origination and Disbursement 
(COD) website at 
cod.ed.gov/cod/LoginPage 

under the COD Resources link. 


If you have questions about the readers 

or need additional assistance with using 
them, contact the COD School Relations 
Center at 800/848-0978 for Direct Loans or 
800/474-7268 for Pell Grants. You may also 
email CODSupport@ed.gov. 
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TOOLS AND REPORTS FOR 
DIRECT LOAN RECONCILIATION 


The Department provides several applications to assist your school in 
completing its Direct Loan reconciliation responsibilities. Among them 
are COD Reports and Direct Loan Tools. 


COD Reports and websites 


COD provides a variety of reports and web screens (available at 
cod.ed.gov) to help you in your Direct Loan reconciliation. Detailed 
information including message classes, record layouts, and delivery 
methods for all Direct Loan reports can be found in the COD Technical 
Reference, Volume VI, Section 8. 


COD Reports 


Highlighted here are a few reports and COD web screens useful to 
reconciliation: 


¢ School Account Statement (SAS)—The Department issues an 
award-year specific School Account Statement (SAS), similar 
to a bank statement, on a monthly basis to schools participat- 
ing in the Direct Loan Program. The SAS contains the Depart- 
ment’s official Ending Cash Balance for the school and award 
year, as well as a record of all detailed transactions (cash and 
actual disbursement data) processed in the COD System dur- 
ing the reported period. Your school can use the summary and 
detail-level information contained in the SAS to reconcile to its 
internal records. More information on the SAS can be found in 
the COD Technical Reference. 


e SAS Disbursement Detail on Demand—ad-hoc report 
that allows schools to get SAS Disbursement Detail 
data independent of the school’s monthly SAS file. 
This report can be requested via the New Report 
Request page on the COD web site. 


e SAS Disbursement Detail on Demand Report Reader 
and Instructions—formats the fixed length SAS Dis- 
bursement Detail on Demand Report into an Excel 
spreadsheet. Found under the COD Resources link at 
the bottom of any COD Web site page. 


¢ Direct Loan Booking Warning Report—TThis report can help 
your school identify awards that are missing a piece needed for 
booking a loan. It is composed of two sections. The first lists 
origination records missing either a promissory note or an ac- 
tual disbursement. The second section lists promissory notes 
missing origination and disbursement records. 
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Pending Disbursement Listing—This report provides a list of 
all pending disbursements reported by your school and can 
help you to identify future funding needs, identify pending 
disbursements that should be reported as actual, and identify 
awards or disbursements that need to be made deactivated (re- 
duced to zero). 


Inactive Loans Report—This report provides a list of all loans 
made inactive (reduced to zero) during the reported period 
and can help you confirm that the correct loans have been 
inactivated. 


Direct Loan Actual Disbursement List—This weekly report 
displays actual disbursements from the previous Saturday 
(seven days before the report generation date) through the 
following Friday (one day before the report generation date). 
Actual disbursements appear on the report based on their post 
date, indicating when each actual disbursement or adjustment 
is posted on the COD System. The report includes booked, 
unbooked, and future dated actual disbursements and adjust- 
ments, provided they are created within the reporting period. 


COD Websites 


¢ 
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School Summary Information—Provides an overview of your 
school’s current funding level (CFL) as well as cash greater 
than accepted and posted disbursements over 30 days. It is a 
great tool to use every time you log into COD to confirm that 
your school is reporting disbursements in a timely manner to 
substantiate the funds drawn. 


School Funding Information—Lists your school’s current Avail- 
able Balance, Net Drawdowns, Net Accepted and Posted Dis- 
bursements and Cash > Net Accepted and Posted 
Disbursement balances as well as last CFL changes. We 
recommend that schools make reviewing the balances for each 
program and award year on this page a regular part of their 
processes. 


School Summary Financial Information—Provides close to real 
time balance information for your school, formatted similarly to 
the year-to-date Cash Summary section of the SAS. 


Cash Activity Webpage—Provides up-to-date drawdown and 
refund of cash detail activity for your school as well as days re- 
maining for on-time reporting. This information is sent to the 
COD System from G5, and can be used to reconcile to internal 
bank statements and cash transactions. 


Using DL Tools for 
Reconciliation 


Many schools have found that DL Tools 
software helps them in the reconciliation 
process, even if they are not using 
EDExpress. 


DL Tools can be used to import and 
format information from the SAS. 
DL Tools can produce formatted reports 
for 

Cash Summary 

SAS Cash Detail 

SAS Loan and Disbursement Detail 


In addition, DL Tools can be used to 
compare the information from the SAS to 
the school’s data. We'll talk more about 
these features under Cash Detail and 
Loan Disbursement Detail. 


DL Tools runs on Windows-based PCs 
and can be downloaded free at 
www.fsadownload.ed.gov. 


NOTE: Comparison reports are designed 
to be run using the SAS Reports with 
YTD detail, not monthly detail. You 

can change your report options (YTD 
detail, for example) by accessing the 
COD website at www.cod.ed.gov/ (see 
section in this document titled, “School 
Account Statement Options”). (Note that 
fixed-length formatting is required in 
“Compare.” We find that schools that 
have changed their preference to, for 
instance, “comma delimited,’ don't 
realize that formats other than fixed 
length won't work for Compare Reports. 


For more information on the DL Tools 
Software, refer to the COD Technical 
Reference, Volume IV. 


There is also training available on 

DL Tools on IFAP/Tools for Schools/ 
EDExpress Online Training and in the 
COD Computer-Based Training (CBT) 
modules under “Tools for Schools/COD 
CBT.” 
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Using DL Tools to Evaluate Your 
Average Processing Time 


If your school uses EDExpress, you can use 
the Disbursement Measurement Tool (in 
DL Tools) to calculate: 

* average time from actual disbursement 
date to sending the actual disburse- 
ments in a batch to COD. 
average time from actual disbursement 
date to booking the loan. 


These average times can be compared 
to the recommended tolerances you 
have established as your quality control 
standard. 


DL Tools for Cash Management 


You can use the “Cash Management” 
feature in DL Tools to keep a record of 
Cash Receipts (drawdowns) and Refunds of 
Cash for Direct Loans. 


However, if you use this feature, you must 
take care to ensure that EVERY transaction 
is recorded in the Cash Management 
Tool. Thus, if your business office tracks 
transactions in other software, you may 
want to rely on that software to record 
cash transactions, rather than making 
duplicate entries. 


If you are using the Cash Management 

feature of DL Tools, you can also run the 

following reports for all program years: 
Internal Ending Cash Balance Report 
Cash Detail Comparison. 
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¢ Action Queue Search—This COD Webpage allows you to 
search for current pending disbursement activity for your 
school. You can use the action queue as an ad hoc pending 
disbursement list by setting your own begin and end date pa- 
rameters into the future. You can also use the action queue as 
a reconciliation tool by setting the begin search date to the be- 
ginning of the award year with the end date at the current date 
to view any pending disbursements that either should have 
been disbursed or reduced to zero. Note that this search can 
also be used for, (1) anticipating funding needs and, 
(2) identifying disbursements/loan periods that should be 
updated per GEN-13-13/150% requirements. 


Direct Loan Tools 


The Direct Loan Tools software application is designed to work with 
your own mainframe or middle-range application, or hand-in-hand with 
EDExpress, to ensure that your Direct Loan records reconcile with the 
COD system. With a few simple keystrokes you can compare the SAS file 
you receive monthly from the COD System with your own database to 
identify discrepancies that need to be addressed. 


Direct Loan (DL) Tools for Windows is a supplemental software 
product for Direct Loan participants. You can download software and 
related user documentation from the U.S. Department of Education’s 
Federal Student Aid Download (FSAdownload) website located at 
www.fsadownload.ed.gov. 


You can use DL Tools during your reconciliation process to 


¢ print the SAS in a readable format; 
¢ track Cash Receipts (drawdowns) and Refunds of Cash; and 


¢ compare the SAS to loans and actual disbursements recorded 
in either EDExpress or an external file (your school’s system), 
and/or compare the SAS to the DL Tools Cash database 
(records of receipts and Refunds of Cash). 


Reports available to schools using DL Tools include 


¢ SAS Cash Summary 

¢ — SAS Cash Detail 

¢ — SAS Loan and Disbursement Detail 

¢ Internal Ending Cash Balance Report 
¢ Cash Detail Comparison 

¢ Loan Detail Comparison 

¢ Disbursement Detail Comparison 


o Disbursement Measurement Tool 
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THE SCHOOL ACCOUNT STATEMENT 


Each month, the COD system sends a SAS to your SAIG Mailbox 
that should be used for your external reconciliation. This report is 
generated by COD during the first weekend of the month with data 
through the end of the previous month (for example, the first weekend 
in September, COD generates a report for August and sends it to your 
school). The SAS reflects all cash transactions performed in G5 as 
reported to COD and all loan and disbursement detail reported by your 
school and accepted in COD. 


The SAS is a monthly statement, similar to a bank statement, that 
summarizes a school’s processing activity for each month. Your school 
can now request a School Account Statement (SAS) Disbursement 
Detail on Demand report on an as needed basis for more frequent 
reconciliation. 


The SAS should be your school’s primary tool for reconciliation and 
program year closeout, and should be compared to both financial aid 
and business office records. The SAS provides the Department’s official 
ending cash balance as of the end date of the report, based on data 
submitted by the school. As such, all schools are required to receive the 
SAS on a monthly basis until they have officially closed out a program 
year. 


Your school is required to reconcile the information on the SAS to its 
internal records on a monthly basis. 


Note that your school will receive a separate SAS for each award year 
that it participates in Direct Loans until that award year is closed out as 
directed by ED. Since a school often has multiple award years open at the 
same time, it may receive more than one SAS for a given month. 


To successfully “close out” your Direct Loan account at the end of 
an award year, you must have an ECB of zero and Total Net Unbooked 
Disbursements of zero, as reflected on your school’s SAS. 


The SAS is broken down into the following four sections: 


¢ Cash Summary 
¢ Disbursement Summary (by loan type) 
¢ Cash Detail Report 


¢ Loan or Disbursement Detail Report. 
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Using the SAS 
Three sections of the School 
Account Statement (SAS) are particularly 
useful for purposes of reconciliation: 
Cash Summary > 
compare to summary school 
data in both business office and 
financial aid system. 
Cash Detail> 
compare to business office 
records 
Loan Disbursement Detail> 
compare to financial aid system 


Setting Options for the Format 


and Content of the SAS 
Schools can set their SAS format and 
content options on the COD website by 
selecting—School/Report Selection/Modify 
SAS Options. 


SAS format choices are Fixed Length 

(the default), Comma-Delimited Without 
Headers, Comma-Delimited With Headers, 
or Pipe-Delimited. If you plan to use 

DL Tools to format your report and/or run 
a comparison to school records, you must 
select Fixed Length format. If you plan to 
open your SAS in Excel, you should select 
Comma-delimited Without Headers for 
data only report, or Comma-delimited 
WITH headers for a more formatted report. 
Note that the YTD report is what’s needed 
to run the Compare. 


SAS content options include: 
Names of borrowers 
Monthly or YTD or both for cash and 
loan detail (if you choose both, you will 
receive two separate reports but both 
have the same message class) 
Disbursement summary by loan type 
Disbursement detail or loan level detail 
(YTD) or both. 


You will always receive both YTD and 
monthly data on your Cash Summary 
regardless of which options you choose. 
For more information on available SAS 
Options, including message classes, see the 
COD Technical Reference, Volume VI, 
Chapter 8 at 

www.fsadownload.ed.gov. 
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Cash Summary 


This section of the SAS provides the Department's official ECB for 
the school for the reported period. The ECB is the difference between 
Net Drawdown of Cash and Net Booked Disbursements. The Cash 
Summary contains both a monthly and a year-to-date summary of cash 
and loan data processed at COD for that program year. This section can 
be compared to summary information on the school’s internal systems. 
The comparison may then identify areas where further research is needed. 


Ultimately, if a school’s Net Drawdowns/Payments are equal to its 
total Net Booked Disbursements, its ECB will equal zero. 


Disbursement Summary by Loan Type 


The Disbursement Summary by Loan Type section of the SAS 
provides monthly and YTD summary information by loan type for the 
reported period. It can be used to monitor loan volume at the summary 
level. 


Cash Detail 


The Cash Detail section of the SAS provides detail on cash 
transactions processed in COD during the reported period. This 
includes drawdowns, drawdown adjustments, or refunds of cash. If the 
monthly option is chosen, this section will only include cash transactions 
processed in COD during that month. If the YTD option is chosen, the 
section will include cash transactions processed at COD from the start 
of the program year through the end date of the report. If you choose 
the monthly option, this section will not include any cash transactions 
requested or sent during the month, but not processed on COD until 
after the last day of that month. 


Loan Detail/Loan Disbursement Activity Level 


The Loan Detail/Loan Disbursement Activity Level section of the 
SAS contains loan detail transactions at either the loan level or the 
individual disbursement transaction level, depending on school options. 
If loan detail is requested at the loan level, the SAS will contain one 
record per loan, with YTD disbursement information. If loan detail is 
requested at the disbursement activity level, the SAS will contain all actual 
disbursement and disbursement adjustment activity that occurred during 
the preceding month or year-to-date (depending on the options selected 
by the school) as reported by the school and accepted by COD. 


This portion of the report is helpful because it allows schools to 
match individual (student by student) COD accepted disbursements 
and adjustments against the individual disbursements and adjustments 
reflected in the school’s financial aid system. By identifying discrepancies 
between disbursements in COD and your financial aid system, you will be 
able to resolve the differences. 
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In the following sections, we'll explain how to compare the summary 
and detail reports to your school data to identify any underlying 
discrepancies that may be affecting the ECB. 


WORKING WITH THE SAS 


Once your school receives the SAS, the first step in monthly 
reconciliation is to compare the Cash Summary data to the corresponding 
totals in your school’s financial aid and business office systems. Ideally, 
your ECB will be zero, suggesting that there are no discrepancies to be 
explained. However, there could be rare instances where positive and 
negative discrepancies are canceling each other out, so you need to 
look at the rest of the Cash Summary to make sure that it matches your 
school’s data. 


In addition to the ECB, the Cash Summary shows 


¢ Net Drawdowns/Payments, which reflects Cash Receipts (funds 
drawn through G5) minus Refunds of Cash (funds returned 
through G5 or to COD by check), and 


+ Total Net Booked Disbursements, which reflects Booked 
Disbursements plus or minus Booked Adjustments. 


Many differences between your drawdowns from G5 and the 
disbursements reported to COD can be explained by timing issues. For 
instance, if your school draws down $25,000 to pay students at the end 
of September but does not send in actual disbursement records for those 
students until the beginning of October (within the 15-day reporting 
requirement), the SAS for the month of September will include $25,000 
in cash receipts from the G5 system that are not matched by booked 
disbursements in COD. 


Keep in mind that loan disbursement records sent to COD near the 
end of the month may not be processed and acknowledged until the 
beginning of the next month. 


If you can identify such discrepancies and account for any remaining 
cash balance (positive or negative) at the Cash Summary level, then 
you've successfully completed reconciliation for the month. Remember 
that a school must document its reconciliation process and the results of 
each monthly reconciliation. 


However, in many cases, you may need to compare the SAS and 
school data at a more detailed level, using two other sections of the SAS 


¢ — the SAS Cash Detail for cash receipts and refunds of cash; and 


« the SAS Loan or Disbursement Detail for actual disbursement 
and adjustment data accepted in COD. 
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Reconciling Department and School Records 
The SAS (sent by COD) includes both disbursement data and cash transactions at COD (but 


received from G5). This data in ED systems must be reconciled with data in your school’s 
financial aid office and business office. 


COD G5 


Net Booked Disbursements Net Cash Receipts 


Funds drawn down from (or 
returned to) G5 payment system 


Financial Business 


° D Exchange data on students and parents who are ° 
Aid Office eligible to be paid; payments cancelled and funds Office 


returned. 


Discrepancies can occur for a variety of reasons, such as 
Timing issues—funds are drawn down and disbursed in a different month from the month student/ 
parent records are sent to COD. 
Misreporting of drawdowns or returns of aid—for instance, drawdowns or returns attributed to the 
wrong award year. 
Actual disbursements or adjustments that have not been processed in COD—including records 
batched but not sent by the financial aid office, and unresolved rejects. 
Actual disbursements reported to COD by the aid office but not to the business office for payment. 
Payments made or not made by the business office that are not reported to the financial aid office. 
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i Example of SAS Cash Summary 


The information in the Cash Summary is fairly general—you will usually need to 
examine the detail information in the SAS and in your school’s records to be able to 
identify the source of any discrepancies shown in the Summary. The example shown 
below is a monthly Cash Summary. 


End Date: 09/30/2012 
School Code: GO9009 


1) Beginning Balance 
Cash Receipts $33,074 
Refunds of Cash —$1,350 


© net Drawdowns/Payments $31,724 
Booked Disbursements $25,721 
Booked Adjustments -—$1,250 

© Total Net Booked Disbursements $24,471 


Ending Cash Balance 
@® _ Unbooked Disbursements Actual: $1,264 
Unbooked Adjustments: -$0 
Total Net Unbooked Disbursements 


Cash > Accepted and Posted Disbursements: 


Analysis of Sample SAS Cash Summary 


The Beginning Cash Balance is zero at the start of the award year. Otherwise it is equal to the previous month's ending 
cash balance. 


The SAS shows that the school drew down $33,074 from the G5 payment system and returned $1,350 in cash during 
September. If these amounts differ from the school’s summary data, the SAS Cash Detail should be compared to the 
business office’s records of cash transactions. 


The SAS shows $25,721 in Booked Disbursements reported to COD and a net of $1,250 in adjustments that reduces the 
total disbursements. 


Because the school drew down more money from G5 in September than the amount of loan disbursements it reported 
to COD, the Ending Cash Balance has grown to $7,253. 


In this sample, one or more Unbooked Disbursements—possibly the result of future-dated disbursement records— 
are contributing to the positive Ending Cash Balance. If the $1,264 in disbursements is booked in October, they will 
reduce the Ending Cash Balance. Comparing the Loan Disbursement Detail on the SAS with the financial aid office’s 
records may show unbooked disbursements that were not reported to COD (and thus don’t appear on the SAS). 


The remainder (Cash > Accepted and Posted Disbursements) is the difference between Net Drawdowns/Payments and 
all actual disbursements accepted at COD, both booked and unbooked. It may be explained by timing issues between 
school actions and the date transactions are recorded in COD, differences between financial aid office and business 
office records, or rejected disbursement records at COD that have yet to be resolved. 
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te Example of SAS Cash Detail 


The Cash Detail shows each exchange of funds with the G5 (formerly known as GAPS) system 
as reported to COD. (Either cash received by the school or a Refund of Cash to G5.) The amounts 
listed in the Cash Detail often represent amounts for multiple loans that have been reported 
separately to the COD system. 


Trans Trans Trans COD Process G5 Control/ 
Type Date Amount Date Check Number 


Receipt 09/06/2012 $12,800 09/06/2012 2005091212545 1) 
Receipt 09/18/2018 $12,024 09/18/2018 2005091267890 
Refund 09/15/2012 $1350 09/22/2012 10000001011001 
Receipt 09/26/2012 $8,250 09/25/2012 2005091234567 


O rota Cash Receipt Records 3 
Total Refunds of Cash Records 1 
Total SAS Cash Detail Records 4 


Orotal Cash Receipt Amount $33,074 
Total Refunds of Cash Amount $725 


Analysis of Sample SAS Cash Detail: 


The transactions listed in the Cash Detail include G5 control numbers for drawdowns and refunds. It will also 
show the check number if the school made a refund (return of cash) directly to COD (not recommended). 


From the Cash Detail, we see that the $725 total Refund of Cash was made in a single transaction. Given 

the amount, it is possible that it represents the cancellation of a single loan disbursement, but one would have 
to examine the business office records to confirm this. (If the loan had already been reported to COD when it 
was cancelled, the Loan Disbursement Detail on the SAS should also show a subsequent adjustment to reduce 
the loan amount.) 


3) These three lines show the total number of drawdowns (cash receipts) by the school for the month vs. the total 
number of refunds sent back by the school during the same timeframe. 


4) These two lines show the total amount drawn down for the month (cash receipts) and the total amount 
returned. 


A comparison with the school’s business office records may identify missing transactions. For instance, if the school 
intended to make a Refund of Cash for this award year but attributed it to the wrong award year, the amount of 

that transaction would not be reflected on the SAS for this award year, and the Total Refunds amount shown on the 
statement would be too low. (Conversely, the Total Refunds amount on the SAS for the other award year would be too 
high.) 
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LOAN DISBURSEMENT DETAIL 


In contrast to the bank transactions shown on the Cash Detail, the 
Loan Disbursement Detail is meant to be compared with the individual 
loan records in your financial aid office system. This detailed report 
includes all actual disbursement information and adjustments that 
have been accepted by COD during that month based on the date the 
individual transaction books at COD (Disbursement Booked Date). 


The default option for the SAS is the Monthly Disbursement Detail. 
If you plan to use DL Tools to compare the SAS data with your school 
records, you should request this information in the form of the Year- 
to-Date Disbursement Detail (note that this will significantly increase 
the size of the report as the award year progresses). SAS options can be 
changed on the COD website. 


Timing issues and the School Account Statement 


As noted earlier, timing issues could be a recurring source of 
discrepancies. Disbursement and adjustment transactions appear on the 
SAS for the month in which the COD system receives or acknowledges 
the transaction. An actual disbursement that is transmitted to COD 
in late September may not be acknowledged by the COD system until 
October and therefore will appear on the October SAS, which will arrive 
at the school in early November. 


The same kind of discrepancy can occur when the business office 
draws down and disburses loan funds to the student in late September, 
but the financial aid office doesn’t send the actual disbursement records 
for those loans until the beginning of October. If such discrepancies are 
common at your school, you may want to look at ways to make sure that 
actual disbursement records are sent to COD sooner. 


In either case, the disbursement amount may show up on the 


September SAS as part of a drawdown from G5 but not on the loan detail 
for September. You will need to check to make sure that the disbursement 


was accepted by COD, and document the discrepancy. You should also 
check to make sure that the disbursement is included when you receive 
the SAS Loan Detail for October. 
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DL Tools and the 
Loan Compare Report 


You can use DL Tools to compare the SAS 
loan and disbursement detail recorded 

in your financial aid office’s system. For 
more information on DL Tools and the 
comparison reports available see the COD 
Technical Reference, Volume IV or view the 
DL Tools web-based training available on 
IFAP/Tools for Schools/EDExpress Online 
Training and in the COD Computer-Based 
Training (CBT) modules under “Tools for 
Schools/COD CBT.” 
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Example of SAS Loan Detail (Disbursement Detail) 


Report Date: 09/01/2013 U.S. DEPARTMENT OF EDUCATION 
Report Time: 12:01:01 DIRECT LOAN TOOLS—2013-2014 


SAS Loan Detail 
Sort by: Loan ID 


THIS DOCUMENT CONTAINS SENSITIVE INFORMATION PROTECTED BY THE PRIVACY ACT 


KKKKKHE KKK KKK KKK KKK KKK KEKE KK KEKE KEKE KEKE KEKE KKK KEKE KKK KEKE HEHE KEK KKEKK KEK KEHKEKEK KEK KEKEKEK KKK KEK KEKEKEK KEK KEKE KKK KKEKKEKKKEKE 
Date Range: 08/01/2013 to 08/31/2013 
School Code: G99999 Booked Status: Booked and Unbooked 
End Date: 08/31/2013 Loan Type: All 
Student’s Name 
PLUS Borrower's Name Record Gross Fee Int. Rebate Net 
Loan ID Amount Amount Amount Amount 


Servicer Name 


Disb Date Gross Amt Net Amt 
BLUE, BILL G 


999990002S13G99999001 ap) Booked $7 $0 $743 
DEPT OF ED PHEAA 
2] 1 1 08/15/2013 $743 


ILLINOIS, ILENE 


999990065U13G99999001 © Booked $5 
DIRECT LOAN SERVICING CENTER 
1 1 08/15/2013 
4 2 08/15/2013 


OHIO, OLIVIA M 
999990070813G99999001 Unbooked $1,250 S12 $0 
DIRECT LOAN SERVICING CENTER 
1 1 D 08/15/2013 $1,250 


See the page that follows for an explanation of this SAS Loan Detail. 
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Analysis of Sample Loan Disbursement Detail 


The SAS Loan Disbursement Detail shows the actual disbursements that have been accepted by the COD system. This example shows 
first disbursements of Direct Subsidized loans to Bill Blue and Olivia Ohio, and the first disbursement (with an adjustment) of a Direct 
Unsubsidized loan to Ilene Illinois. 


1) The first line of the loan listing shows if the loan is booked or unbooked, the gross amount, fee, interest rebate, (interest rebates 
do not appear for loans first disbursed after July 1, 2012), and the net amount of the loan. 


® The second line shows the date of the disbursement or adjustment and the gross and net amounts of the disbursement. 
3) The letter S, U, or P in the ninth position of the Loan ID indicates whether it is a Subsidized, Unsubsidized, or PLUS Loan. 


For Ilene Illinois’ Direct Unsubsidized Loan, we see that the disbursed amount has been adjusted (disbursement 1, sequence 2). 
4) Note that the adjusted amount is the amount of the disbursement after the change has been recorded. The adjustment itself is a 
reduction of $100.00. 


Next Steps ..... 


What's NOT on the SAS Loan Disbursement Detail is as important as the loans that are listed. Note that rejected disbursements will not 
appear on the SAS. 


VY Compare the loan disbursements on this Detail to the data in your financial aid office system. 


If you are using DL Tools software, the Loan Detail Compare report will identify loans that appear in your school’s database but not 
on the SAS, and vice versa. In addition, most software packages can generate reports showing the current status of all award records, 
MPNs, and actual disbursements in your database. 


. Look for actual disbursements that are in your school’s database but have not been transmitted to COD (or were rejected 
by COD). 


Look for any actual disbursements that were entered directly on the COD website, but not in the financial aid office 
software database. 


WV Check for unbooked loans 
If you not are using DL Tools software, you can identify many unbooked loans by reviewing the 30-Day Warning Report sent by COD. 


Look for any loans that are missing a necessary component (loan origination record, MPN, or first disbursement) to book the loan. 


WV Check the disbursement information in your school’s business office records. 


Via internal reconciliation, compare the disbursement records in the business office (credits and payments to students) to the actual 
disbursements listed in the financial aid office system. 


7 Look for any disbursements made by the business office that are not substantiated by an actual disbursement record 
submitted to COD (and accepted) in the same month. 


Look for any actual disbursements reported to COD but not made by the business office within the same month. 
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BEST PRACTICES FOR RECONCILIATION 


Best practices—establishing preventive procedures 


Back up your data! Month end reconciliation can be a simple process for schools 
that maintain good daily processing practices and cash management 


Before you begin reconciliation, be sureto | procedures. During the month, your school’s financial aid and business 
back up all Direct Loan and other data files offices should ensure: 
that may be affected by reconciliation. 


¢ all funds received have been substantiated with actual accepted 
disbursements in COD by regularly checking your financial aid 
database for any unsent or rejected batches and disbursements; 


¢ any downward adjustments have been accompanied by either 
a refund of cash or a disbursement of funds to another eligible 
student in the same award year (within cash management regu- 
lations); 


¢ any excess funds have been returned to the Department as a 
refund of cash: 


¢ all funds requested are for disbursements to be made within 
the period of immediate need (three business days) and that 
funds are disbursed within that period or returned to the 
Department; and 


¢ all awards and disbursements are reported within the 15-day 
reporting period allowed by regulation. 


Best practices—preparing for monthly reconciliation 


You can minimize discrepancies by making sure that all COD 
transactions have been completed and your internal records are up-to- 
date prior to the end of each month. 


¢ Export all batches that are ready to be processed by COD at 
least two business days before the end of the month. 


¢ Import the acknowledgements. Alternatively, you could run a 
query or report to identify unsent batches and rejects and use 
that to see what needs to be cleaned up. 


¢ Run reports within your financial aid software to identify and 
resolve records (MPN, origination, and disbursement) that are 
not in an accepted (A) status. 


¢ Review the batch activity list for any unconfirmed batches, and 
import any missing acknowledgments. 


Reconcile internally with the business office or bursar’s office so that 
you have the same cash balance to compare to the balance shown on the 
SAS. For its part, the business office can 


¢ — review drawdown and refund activity in your school’s federal 
bank account and reconcile any discrepancies. Make sure that 
draws and refunds are posted to the correct award year. 
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¢ communicate with the financial aid office when it has drawn 
cash or returned funds within the last three business days of 
the month. (These transactions may not be recorded on the 
most recent SAS, creating a timing issue and discrepancy in the 
Net Drawdown/Payments.) 


¢ return any refunds or excess cash using the electronic process 
through G5. 


Sample Internal Report Comparing Financial Aid and 
Business Office Data for Loan Disbursements 


Trans Disb Bus Office FA Office Recon 
Loan ID Code Description Num  TransDate NetDisbAmt NetDisbAmt Difference Flag Explanation 
444556666P13G09009001 DB PLUSLoanDisb 1 9/05/2012 $2,407.00 $2,407.00 0.00 R 
222334444U13G09009001 DB  StaffUnSub Disb 1 9/12/2012 $1,739.00 $1,739.00  R _ Still “anticipated” 
in FA Ofc Sys 
222335555U13G09009001 DB  StaffUnSub Disb 1 9/19/2012 $1,413.00 $1,413.00 Still “anticipated” 
in FA Ofc Sys 
222334444S13G09009001 DB Staff Sub Disb 1 9/21/2012 $950.00 $950.00 Change made on COD; 
Not on FA Ofc Sys 


These two disbursements were made by the business office but were not substantiated in COD 
because the financial aid office has not submitted an Actual Disbursement record to COD. As shown 
on the previous page, this discrepancy will not show up in a comparison of school data with the SAS’s 
Loan Disbursement Detail or Cash Detail. The discrepancy can only be identified by a comparison of 
loan-level data between the financial aid office’s system and the business office. On the next page, 
we show how these two transactions would appear as $3,152 in excess cash on the Reconciliation 
worksheet. 


Direct Loan year-end closeout 


Direct Loan schools must complete a final reconciliation and 
program year closeout. Program year closeout should occur within a 
month or two of your final disbursements but no later than the program 
year closeout deadline, which is the last processing day in July of the year 
following the end of the award year. If schools are fulfilling their monthly 
reconciliation requirements, year-end closeout is really only one more 
month of reconciliation. 


Note: Exceptions to the last processing day of the program year may 
be made on a case-by-case basis if the school’s processing 
period extends beyond the closeout deadline. Schools falling 
within this category must request extended processing on line, 
or by contacting the COD School Relations Center. 
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As a reminder, all cash management, disbursement reporting, and 
monthly reconciliation regulatory requirements supersede the closeout 


deadline. If a school is meeting these regulatory requirements, the final Completing Year-End Closeout 
closeout stage should begin no later than the last award end date at the 

school for a given program and year. In other words, a school should be We encourage you to complete the 

able to reconcile to a zero Ending Cash Balance and close out soon after pollens) iin gtooeeies UMS Suh 


en school’s internal records and the SAS: 
Ensure that all drawdowns and refunds 
of cash are accounted for and applied 


its final disbursements and should not wait until the closeout deadline. 


To be considered successfully closed out, a school must to the correct program year; 
Ensure that all disbursements and ad- 
¢ have an ECB of $0 and total Net Unbooked Disbursements of justments are accurate and have been 
; reported to and accepted by the COD 
$0 internally and as reflected on the SAS, and pcre 
¢ complete the Balance Confirmation form on the COD SEIS Wiis all eee tae esac’ 
bsit to and accepted by the COD system; 
EE Ensure that all unbooked loans are re- 
solved; 
You will be notified of the closeout requirements through Electronic - Resolve all outstanding rejected re- 
Announcements and COD system-generated closeout correspondence. cords; and 
+ Return all refunds of cash to the G5 


As part of the closeout process, COD will send ongoing notices via Zero 
Balance Confirmation or Remaining Balance Confirmation emails. In 
addition, COD will distribute a Notification/Warning Letter via email 
to schools in May. This letter will go to the financial aid administrator 
and president at each school that has not confirmed closeout on the 
COD website (including any schools with a zero balance). It will serve 
as a reminder to finish processing and confirm closeout before the final 
deadline. After the closeout deadline, schools with remaining positive 
balances will be billed. 


payment system. 


Once you have successfully confirmed closeout via the Balance 
Confirmation page in COD, the Financial Aid Administrator and 
President school will receive a Program Year Closeout Letter to keep for 
your records. 


A school must be aware of its closeout status even if its Direct Loan 
processing is handled by the school’s third-party servicer. We encourage 
each school to communicate regularly with its third-party servicer to 
ensure closeout is completed. It is the school’s responsibility to ensure 
that it finishes processing and confirms closeout on time. 


SUMMARY 


A key factor to an easy Direct Loan reconciliation and closeout is 
staying on top of the process. 


1. Complete monthly reconciliation. This should include 


¢ Internal reconciliation—compare internal student 
accounts and Business Office/Bursar records with 
Financial Aid Office records. 
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e External reconciliation—compare internal records to 
your Direct Loan School Account Statement sent via 
your SAIG mailbox. 

¢ Resolution of any discrepancies and documentation of 
any outstanding timing issues. 


2. Ensure that all drawdowns and refunds of cash are accounted 
for and applied to the correct program and award year. 


3. Ensure that all batches have been sent to and accepted by the 
COD System, all disbursements and adjustments are accurately 
reflected on the COD System, and all responses are imported 
into the school’s system. 


4. Ensure that all unbooked loans are booked or inactivated (re- 
duced to $0). 


5. Resolve all outstanding rejected records. 


6. Return all refunds of cash. Effective January 1, 2015, all refunds 
for Direct Loans must be returned via G5. 


7. Request any remaining funds owed to the school based on 
actual disbursements accepted by the COD System. 


There are numerous tools available to assist schools in reconciliation 
and closeout efforts. These tools are as follows: 
¢ School Account Statement (SAS) 


¢ SAS Disbursement Detail on Demand (requested via the 
Batch/Report Requests/New Report Requests links on the 
COD Website). 


¢ School Monitoring Report 

¢ Direct Loan Booking Warning Report 
¢ Pending Disbursement Listing 

¢ Actual Disbursement List 

¢ G5 Web Site and Reports 


¢ COD Web site (particularly the School Summary Financial 
Information, Funding Information, Cash Activity, Refunds of 
Cash, and Action Queue screens) 


¢ DL Tools software/SAS Compare Program 


¢ Customer Service Representative/Reconciliation Specialist 
Assistance 
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Additional Information About 
Direct Loan Reconciliation and 
Direct Loan Closeout 


Each year the Department publishes electronic announcements to assist schools with Direct Loan 
Reconciliation and Direct Loan Closeout. 


The most recent of these are 


Reconciliation 


ifap.ed.gov/eannouncements/121715WilliamDFordFederalDirectLoanProgramReconciliation.html 


7 Closeout 


https://ifap.ed.gov/eannouncements/0205 16DLCloseoutInfofor2014201 5ProgramYear.html 


Additional Resources for Reconciliation 
Additional resources for reconciliation include: 


m = =2015-2016 COD Technical Reference, Volume IV-Direct Loan Tools 
http://ifap.ed.gov/codtechref/attachments/1516CODTechRefVol4.pdf 


= = ==2015-2016 COD Technical Reference, Volume VI, Section 8-Reports 
https://ifap.ed.gov/codtechref/attachments/1516CODTechRefVol6Sec8Reports.pdf 


7 IFAP Announcements 


http://ifap.ed.gov/ifap/ 


7 COD Reconciliation Coordinators—contact via the main COD Customer Service number at 
800/848-0978 
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This appendix is a general guide; it is not intended to replace ita 
accounting standards established by the American Institute of 

Certified Public Accountants (AICPA), Financial Accounting 

Standards Board (FASB), Governmental Accounting Standards 

Board (GASB), or the concept of generally accepted accounting 

principles (GAAP). 


Requirements for Accounting and Internal Controls 
Systems at Schools Participating in the Title IV, 
Federal Student Assistance Programs 


Participating schools must account for the receipt and expenditure 
of Title IV, HEA program funds in accordance with GAAP. 


On a current basis, schools must establish and maintain the 
following: 


1. Financial records that reflect each HEA, Title lV program 
transaction. 


General ledger control accounts and related subsidiary 
accounts that identify each Title lV, HEA program 
transaction and separate those transactions from all other 
institutional financial activity. 


Accounting and internal controls system that 


e identifies the cash balance of the funds of each 
Title IV, HEA program that are included in the 
institution's bank or investment account as readily 
as if those program funds were maintained in a 
separate account; and 


identifies the earnings on Title IV, HEA program 
funds maintained in the institution’s bank or 
investment 

account. 


34 CFR 668.24(b)(2) & 34 CFR 668.163(d) 
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The Department does not specify the type of system a school must 
use. However, the accounting and internal control system must be able 
to provide individuals examining the financial records of a school’s 
participation in the federal student aid programs with the type of 
information described below. 


A school’s chart of accounts must identify all general ledger and 
subsidiary ledger accounts relevant to the Federal Student Aid Programs. 
In addition, a school’s accounts, journals, and records must follow federal 
cash from the moment the funds are drawn through G5 to when funds 
are disbursed to students, including when cash is 


¢ deposited into institutional bank accounts; 

¢ transferred between bank accounts; 

¢ — posted to general and subsidiary ledgers; 

¢ posted to the individual student account ledgers; and 
¢ — if applicable, disbursed directly to students. 

Note: An institution is not required to have a specific or minimum 
number of bank accounts. However, an institution‘s general 
and subsidiary ledgers must clearly identify the amount of 
Title IV, HEA funds, by program, in each account, including 


interest payments attributable to certain programs, such that a 
clear audit trail exists. 


ACCOUNTING RECORDS 


An effective institutional financial aid program requires a cooperative 
effort among all school offices involved in delivering financial aid to 
students. Separate reporting and recordkeeping responsibilities required 
of each office, as well as shared responsibilities, are detailed in the Federal 
Student Aid Handbook, Volume 2. 


The business office is responsible for most financial accounting and 
recordkeeping (except for the detailed records and files on individual 
financial aid recipients that must be kept in the financial aid office). The 
remainder of this chapter is designed to help the business office satisfy its 
accounting responsibilities efficiently and with a minimum of effort. 


Bookkeeping and recordkeeping 
Bookkeeping and recordkeeping systems should be designed to: 


¢ — enable timely internal and external financial reporting; 
¢ meet documentation requirements; 
¢ ensure proper filing of applications; and 


+ create accurate reports. 
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FUND ACCOUNTING SYSTEMS AND 
THE FSA PROGRAMS 


A fund accounting system is required whenever an entity is 
responsible to a third party for ensuring that funds are used as intended 
by the third party. Such funds must be restricted for use in accordance 
with the third-party’s requirements and separate fund accounts must 
be established for each third-party program from which the entity is 
receiving funds. Fund accounting is the method of segregating assets into 
categories according to the individual program requirements placed on 
their use by the third party. 


Fund accounting contrasts with the more widely known system used 
in corporate accounting in one fundamental way—entities receiving 
third-party funds may not exceed their budgets. Additionally, the 
concepts of encumbrance and budgeting obligations found in fund 
accounting are not found in corporate accounting. 


Fund accounting is characterized by the following: 


¢ A fund is a separate accounting entity with a self-balancing set 
of accounts consisting of assets, liabilities, and fund balances. 


¢ Separate accounts are maintained for each fund to ensure 
observance of limitations and restrictions placed on the use of 
the resources of each fund. 


¢ For reporting purposes, funds with similar characteristics are 
combined into fund groups. 


¢« Expenditures are recorded in each fund and measured against 
budgets, thereby providing finite limits within which funded 
entities within the school must operate in carrying out their 
mission. 


When designing an accounting system, the chart of accounts, books 
of original entry, billing and reporting requirements, and other FSA 
requirements must all be considered. 


For example, the numerous ledger accounts suggested in the chart 
of accounts that appears later in this chapter for the Perkins Loan 
Program were created to assist schools in preparing year-end reports 
that must be filed with the Department. The school can simply copy the 
information from its ledgers to the electronic FISAP format supplied by 
the Department. 


When designing a chart of accounts, institutions also need to 
consider their fund-accounting needs, particularly with respect to 
restricted funds or funds that are initially restricted. The chart of accounts 
should accurately reflect the school’s current organization and programs, 
and it should have the flexibility to accommodate any future changes in 
the organization. 
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Audit trails 


Your accounting records and systems for FSA funds must provide 
a clear audit trail that makes it possible to trace all federal cash from 
drawdown to its final destination. 


An audit trail, whether in a manual system, an automated system, or 
a combination of systems, includes the accounting record of a transaction 
and all the documentation that supports each transaction. 


In accounting records, when data is recorded, a reference should also 
be recorded to identify the source of the data. The reference can be in the 
form of a date, a name, an address, or a number such as a journal page 
number, ledger account number, or check number. These references, 
used throughout the accounting cycle, form an audit trail that makes it 
possible to trace the details of a transaction from the source document to 
the financial statements and accounting records. 


A vital part of an audit trail is cross-referencing. Cross-referencing is 
the recording of identifying numbers pointing both ways in offsetting 
or supporting accounting entries. For example, in your FSEOG cash 
account, for a deposit received from G5, you would record an entry that 
pointed to the journal page on which you recorded the names of students 
for whom this particular cash draw was intended to provide the federal 
share. Likewise, on the aforementioned journal page, you would record 
an identifier that pointed to the appropriate draw in your FSEOG cash 
account. 


Chart of Accounts 


As an aid in discussing records and accounting techniques for 
financial aid programs, the Summary Chart of Accounts later in this 
appendix lists accounts considered necessary for institutions to account 
properly for FSA program funds. These accounts may be set up in either 
a manual or automated accounting system. Either system will need the 
basic suggested ledger accounts to meet the Department’s minimum 
program and fiscal requirements, as well as the institution’s external 
reporting requirements, such as basic financial statements and fund 
statements. Such a system will serve to meet the accounting needs of the 
school, the Department, and other federal agencies. Additional accounts 
may be added as deemed necessary by the school. These accounts should 
be reviewed at least annually to determine if additions or deletions are 
necessary to meet changes in federal regulations. 


The chart of accounts is a primary internal control mechanism 
delineating the framework of the accounts. This chart has two 
components: (1) a fund number and (2) an account number that usually 
follows a standard account-code structure (a definition, by name, of the 
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account code). A uniform numbering scheme is used here to assist in 
identifying the parts of the financial statements on which ledger accounts 
are located. The numbers assigned to these ledger accounts are arbitrarily 
assigned, but in sequential order, and these specific numbers are not 


Reconciling Subsidiary Records 
to Account Balances 


All accounts should be backed up by 


required to put these ledgers in place in institutional accounting systems. _| subsidiary ledger detail. Although a trial 
balance can be used to ensure that 
In all cases, the first digit of an account number identifies an element —_| Counts balance in the aggregate, it does 
not guarantee that there is sufficient 
evidence that subsidiary records exist to 
support the totals in each account. 


of the financial statements, as follows: 


1 - Asset Account 
Errors can occur when corrections or 

2 - Asset Reduction Account changes are made to control accounts 
without corresponding adjustments being 

fermen made to subsidiary records. Reconciliations 

3 - Liability Account between accounts and subsidiary record 
detail should be performed at least 

4 - Capital Account (or Program Balance) monthly and should be conducted on a 

more frequent basis during periods of high 

transaction volume. As mentioned earlier, 

most FSA programs require monthly 

reconciliations. 


5 - Capital Reduction Account 


6 - Income Account (or Revenue Account) 


7 - Expense Account 


The accounting record for each federal student aid program is self- 
balancing and must be separated completely from the accounting records 
of all other federal student aid programs and from the accounting record 
for the general operating fund of the school. Within each program, the 
sum of ledger accounts with debit balances equals the sum of ledger 
accounts with credit balances. 


In the following Summary Chart of Accounts, award authorizations 
are not shown. It is recommended that they be booked as a memo 
journal entry or budget item. Then, as award authorizations are adjusted, 
appropriate adjustments to budget figures would be entered. This process 
helps ensure that drawdown amounts do not exceed authorization levels. 


Note: The G5 account shown in the Summary Chart of 
Accounts, account # 1 - 2 (Accounts Receivable, G5) is used 
only if a school does not use the reimbursement payment 
method for drawing down FSA funds. The 
accounting for the reimbursement method will not be 
covered here. However, account # 1-2 should be booked as 
any other account receivable. Each respective subsidiary ledger 
would also book the receivable. 
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Examples of Information a School’s Accounting System Must Be 


Able to Provide 


Documentation that for any drawdown of federal cash the funds were 
deposited in account in which the funds were clearly identified as federal 


Documentation, if applicable, that for any drawdown the funds were 
transferred to the appropriate subsidiary ledgers, or if, intended for students, 
posted to the students’ accounts within the three days permitted 


Documentation that if the posting of federal cash to a student account 
created an FSA credit balance that the funds were made available to 
the student with the 14 days allowed by regulation (see Volume 5 for a 
discussion of FSA credit balances) 


If the school holds FSA credit balances for students, documentation that 
there is a ledger that identifies all such credit balances and that there is 
sufficient cash in the school’s bank account to cover all such credit balances 


Documentation that for each Return of Title IV Funds required under 34 
CFR 668.22, within the time frame allowed by regulation, cash has been 
transferred from the student's account to the school’s federal funds account 
and then has either been returned to the Department or reallocated and 
disbursed to other eligible students 


Through its accounting system a clear audit trail to account for all Title IV, 
HEA funds throughout the cash management cycle 


For the Campus-Based Programs documentation that all nonfederal 
matching funds (when the matches are made with cash) were deposited 
before or at the same time that federal funds were received 


For the Federal Work-Study Program, for schools without a waiver or 
exception, documentation that the school expended at least 7% of its FWS 
allocation in making payments to students employed in community service 
jobs for the year 


For the Federal Supplemental Opportunity Grant Program, documentation 
that the awards made to students equal the federal share, plus the 
institutional share minus any ACA taken by the school, plus or minus any 
funds transferred or carried forward/back 
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Examples of Information a School’s Accounting System Must 
Be Able to Provide, Continued 


For the Federal Work-Study Program, documentation that the total gross 
compensation paid to students reported on the school’s Fiscal Operations 
Report is supported by the school’s payroll records including accounting 
records of any amount paid to students in noncash institutional matching 


For a school receiving funds through the Heightened Cash Management 
2 (HCM2) or Reimbursement Payment (Funding Controls) Methods, 
documentation that before submitting a request for federal cash for a 
student, the school made the disbursement(s) with its own funds to the 
student's account and identified the disbursement(s) appropriately 

(e.g., as a Federal Pell Grant) 


For a school receiving funds through the HCM2 or Reimbursement 
Payment Methods, documentation that if disbursing its own funds 
(labeled Title IV funds) to a student’s account created a Title IV Credit 
Balance, that the school made that credit balance available to the student 
within the 14 days required by regulation 


For any student who receives Title IV funds, a student subsidiary account 
/student ledger that clearly identifies the date and amount of each 
transaction, and the balance after each 


Subsidiary financial aid ledgers that are year specific (though federal funds 
from different award years may be maintained in the same bank account) 


62) Student Subsidiary Accounts/Student Ledgers 


The Department considers student subsidiary accounts, also known as student 
ledgers, part of a school’s accounting system. Student ledgers and subsidiary 
accounts must follow the same rules as other sub accounts. 
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Summary Chart of Accounts 


G5 Accounts (FSA Funds Only, Not Including 
Direct Loans) 


To help in calculating excess cash and interest earnings on FSA funds 
(Federal Pell Grant, FSEOG, FWS, and Federal Perkins Programs) and, 
in accordance with cash management regulations issued on December 1, 
1994, separate G5 accounts should be established for FSA funds and for 
non-FSA funds. 

1 - Asset Accounts 

1-1 Cash Control, G5 
1-2 Accounts Receivable, G5 

3 - Liability Accounts - None 

4 - Capital Accounts - None 

6 - Income Accounts - None 


7 - Expense Accounts - None 


National Finance Center (NFC) Accounts 


NFC accounts are needed to reflect amounts of FSA program funds 
disallowed after the program authorization account has been closed 
(removed from G5). 

1 - Asset Accounts 

1-1 Cash Unremitted to NFC 
1-2 Due from School 
3 - Liability Accounts 
3-1 Accounts Payable, NFC 
4 - Capital Accounts - None 


6 - Income Accounts - None 


7 - Expense Accounts - None 
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Federal Pell Grant Accounts 


1 - Asset Accounts 
1-1 Cash, Federal Pell Grants 
3 - Liability Accounts - None 
4 - Capital Accounts - None 
6 - Revenue Accounts 


6-1 Transfer from G5 - Federal Pell Grants for 
Students 


6-2 Federal Reimbursement of Pell Grant Administrative 
Cost Allowance (ACA) 


7 - Expense Accounts 
7-1. Student Grants Paid - Federal Pell Grant 
7-2 Administrative Cost Allowance (ACA) Paid to Institution 


Federal Supplemental Educational Opportunity 
Grant (FSEOG) Accounts 


1 - Asset Accounts 
1-1 Cash, FFEOG 

3 - Liability Accounts - None 

4 - Capital Accounts - None 

6 - Income Accounts 
6-1 Transfer from G5 - FFEOG 
6-2  Institution’s Cash Contribution 


6-3  Institution’s Noncash Contribution (Memo 
Account) 


7 - Expense Accounts 
7-1 Student Grants Paid - FSFEOG 


7-2 Student Grants - FSFEOG from Noncash 
Contribution (Memo Account) 


7-3 Administrative Cost Allowance (ACA) Paid to 
Institution (if applicable) 
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Federal Work-Study (FWS) Accounts 


1 - Asset Accounts 
1-1 Cash, Federal Work-Study 
1-2 Accounts Receivable, Off-Campus Entities 
3 - Liability Accounts 
3-1 Federal Income Taxes Withheld 
3-2 Social Security Taxes Withheld 
3-3 State Income Taxes Withheld 
3-4 Other Withholding 
3-5 Accrued Wages Payable 
3-6 Employer's Payroll Taxes Payable 
4 - Capital Accounts - None 
6 - Income Accounts 
6-1 Transfer from G5 - Federal Work-Study 
6-2 _ Institution’s Cash Contribution 


6-3 _ Institution’s Noncash Contribution (Memo 
Account) 


6-4 Off-Campus Employer’s Contribution, Public/Private 
Nonprofit Entities 


6-5 Off-Campus Employer's Contribution, Private For- 
Profit Entities 


7 - Expense Accounts 
7-1 Student Wages - On-Campus 


7-2 Student Wages - On-Campus, Noncash Contribution 
for Nonfederal Share (Memo Account) 


7-3 Student Wages - Off-Campus, Public/Private 
Nonprofit Entities 


7-4 Student Wages - Off-Campus, Private For-Profit Entities 


7-5 Regular Job Location and Development (JLD) 
Expenses Paid to Institution 


7-6 Administrative Cost Allowance (ACA) Paid to Institution 
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Federal Perkins Loan Accounts 


1 - Asset Accounts 


1-1 


1-2 


2 - Asset Reduction Accounts 


2-1 


2-2 
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Cash, Federal Perkins Loans 


Funds Advanced to Students* *If the school tracks funds advanced 
to students who are out of school, 
this information may be placed as a 
footnote to the subsidiary ledger. 


Loan Principal Collected 


Defaulted Loan Principal - Assigned to Federal 
Government 


Loan Principal Canceled - Teaching Service (10% 
Rate), Loans Made Prior to 7/1/72 


Loan Principal Canceled - Teaching Service (15% 
Rate), Loans Made Prior to 7/1/72 


Loan Principal Canceled - Military Service (12.5% 
Rate), Loans Made Prior to 7/1/72 


Loan Principal Canceled - Teaching Service (15% 
Rate), Loans Made 7/1/72 and After 


Loan Principal Canceled - Teaching Service (20% 
Rate), Loans Made 7/1/72 and After 


Loan Principal Canceled - Teaching Service (30% 
Rate), Loans Made 7/1/72 and After 


Loan Principal Canceled - Teaching Service (Field of 
Expertise: Math, Science, Foreign Language, 
Bilingual Education) (15% Rate), Loans Made 
7/23/92 and After 


Loan Principal Canceled - Teaching Service (Field of 
Expertise: Math, Science, Foreign Language, 
Bilingual Education) (20% Rate), Loans Made 
7/23/92 and After 


Loan Principal Canceled - Teaching Service (Field of 
Expertise: Math, Science, Foreign Language, 
Bilingual Education) (30% Rate), Loans Made 
7/23/92 and After 


Loan Principal Canceled - Military Service 
(12.5% Rate), Loans Made 7/1/72 and After 
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2-13 Loan Principal Canceled - Death 
2-14 Loan Principal Canceled - Disability 
2-15 Loan Principal Canceled - Bankruptcy 


2-16 Loan Principal Canceled - Peace Corps or VISTA 
(15% Rate) 


2-17 Loan Principal Canceled - Peace Corps or VISTA 
(20% Rate) 


2-18 Loan Principal Canceled - Head Start (15% Rate) 


2-19 Loan Principal Canceled - Volunteer Service 
(15% Rate) 


2-20 Loan Principal Canceled - Volunteer Service 
(20% Rate) 


2-21 Loan Principal Canceled - Law Enforcement and 
Corrections Officer Service (15% Rate) 


2-22 Loan Principal Canceled - Law Enforcement and 
Corrections Officer Service (20% Rate) 


2-23 Loan Principal Canceled - Nurse/Medical 
Technician (15% Rate) 


2-24 Loan Principal Canceled - Nurse/Medical 
Technician (20% Rate) 


2-25 Loan Principal Canceled - Nurse/Medical 
Technician (30% Rate) 


2-26 Loan Principal Canceled - Child/Family and Early 
Intervention Service (15% Rate) 


2-27 Loan Principal Canceled - Child/Family and Early 
Intervention Service (20% Rate) 


2-28 Loan Principal Canceled - Child/Family and Early 
Intervention Service (30% Rate) 


2-29 Loan Principal Canceled for Loans Discharged Due 
to Closed Schools 


2-30 Loan Principal Adjustments - Other 


3 - Liability Accounts - None 
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4 - Capital Accounts 


4-1 


4-2 


Federal Fund Balance 


Institutional Fund Balance 


6 - Income Accounts 


6-1 


6-7 


6-8 


Funds Transferred from G5 - Perkins - FCC 
Funds Transferred from Institution - Perkins - ICC 
Interest Earned on Loans 


Other Earnings - Late Charges on Loans Made 
7/1/87 and After 


Other Earnings - Miscellaneous 


Reimbursement of Amounts Canceled on Loans 
Made 7/1/72 and After 


Repayments to Federal Government 


Repayments to Institution 


7 - Expense Accounts 


7-1 


7-2 
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Litigation Expenses 


Administrative Cost Allowance (ACA) Paid to 
Institution 


Other Collection Expenses 


Cost of Loan Principal and Interest Canceled - 
Teaching Service, Loans Made Prior to 7/1/72 


Cost of Loan Principal and Interest Canceled - 
Teaching Service, Loans Made 7/1/72 and After 


Cost of Loan Principal and Interest Canceled - 
Military Service, Loans Made Prior to 7/1/72 


Cost of Loan Principal and Interest Canceled - 
Teaching Service (Field of Expertise: Math, Science, 
Foreign Language, Bilingual Education), Loans 
Made 7/23/92 and After 


Cost of Loan Principal and Interest Canceled - 
Military Service, Loans Made 7/1/72 and After 
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7-9 Cost of Loan Principal and Interest Canceled - Death 


7-10 Cost of Loan Principal and Interest Canceled - 
Disability 


7-11 Cost of Loan Principal and Interest Canceled - 
Bankruptcy 


7-12 Cost of Loan Principal and Interest Canceled - Peace 
Corps or VISTA 


7-13 Cost of Loan Principal and Interest Canceled - Head 
Start 


7-14 Cost of Loan Principal and Interest Canceled - 
Volunteer Service 


7-15 Cost of Loan Principal and Interest Canceled - Law 
Enforcement and Corrections Officer Service 


7-16 Cost of Loan Principal and Interest Canceled - 
Nurse/Medical Technician 


7-17 Cost of Loan Principal and Interest Canceled - 
Child/Family and Early Intervention Service 


7-18 Cost of Defaulted Loan Principal and Interest 
Assigned to Federal Government 


7-19 Other Costs or Losses 


William D. Ford Federal Direct Loan 
(Direct Loan) Accounts 


1 - Asset Accounts 
1-1 Cash, Direct Loans 
1-2 Accounts Receivable, G5 
3 - Liability Accounts - None 
4 - Capital Accounts - None 
6 - Income Accounts 
6-1 Income from G5 - Direct Loans 
7 - Expense Accounts 


7-1 Funds Advanced to Borrowers 
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Federal TEACH Grant Accounts 


1 - Asset Accounts 
1-1 Cash, Federal TEACH Grants 
3 - Liability Accounts - None 
4 - Capital Accounts - None 
6 - Revenue Accounts 


6-1 Transfer from G5 - Federal TEACH Grants for 
Students 


7 - Expense Accounts 
7-1 Student Grants Paid - Federal TEACH Grant 


lraq and Afghanistan Service Grant Accounts 


1 - Asset Accounts 
1-1 Cash, Iraq and Afghanistan Service Grants 
3 - Liability Accounts - None 
4 - Capital Accounts - None 
6 - Revenue Accounts 


6-1 Transfer from G5 - Iraq and Afghanistan Service Grants 
for Students 


7 - Expense Accounts 


7-1 Student Grants Paid - Iraq and Afghanistan Service 
Grants 
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A different accounting treatment is 
needed if a school has been placed on 


the reimbursement payment method for 
drawing down FSA funds. 


G5 FSA Accounts 


1-1 Cash Control, G5: This account may be a debit or credit balance 
account depending on the timing of drawdowns and disbursements. It 
is established to identify the balance of federal cash disbursed to a school 
through G5. The system described here segregates federal cash by using 
separate accounts for G5 FSA-funded programs. These separate G5 
accounts allow reconciliation of funds sent and/or available through G5. 
Separate checking accounts need not be maintained for each program as 
long as school records indicate precisely where cash was used. 


Debit this account for: 


e All cash received from G5 for all FSA programs, except Pell Grant 
ACA reimbursement or Perkins Loan cancellation reimburse- 
ments (contra account # 1 - 2). 


e All unexpended cash on programs when accountability has been 
transferred to NFC (contra account # 1 - 2). 


Credit this account with: 


e All cash transferred to programs. 


e Excess cash billings paid to National Finance Center (NFC) (con- 
tra account # 1 - 2). 


1-2 Accounts Receivable, G5: This account can be a debit or 
credit balance account depending on the timing of disbursements and 
drawdowns. It represents all amounts due from all open-status G5- 
funded programs.' The debit balance may exist between the time funds 
are requested from G5 and the time they are received. 


Debit this account for: 


e Amount of awards disbursed to students and recorded as income 
transferred from G5 in each respective FSA program account. 


Credit this account for: 


e Cash received from G5 (contra account # 1 - 1). 


e Any unexpended program balances after accountability has been 
transferred to NFC (contra account # 1 - 1) 


1. Adifferent accounting treatment is needed if a school has been placed on the 
reimbursement payment method for drawing down FSA funds. 
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National Finance Center (NFC) Accounts 


1-1 Cash Unremitted to NFC: This account is used to reflect that a 
portion of cash is no longer under G5 accountability; the accountability 
has been transferred to the National Finance Center (NFC). 


This cash is segregated when a grant’s final closing amount is in 
dispute. Accounting for the funds here reflects a transfer of accountability 
from G5. If more than one program is in dispute, separate subsidiary 
accounts should be set up for each program. Disallowed expenditures 
on open, current-year G5 accounts are recorded by reclassifying those 
expenditures from the specific program account to institutional accounts 
and then reinstating that same amount from the FSA program account to 
the G5 account. 


Debit this account for: 


e Cash received from the school for disallowed expenditure (contra 
account # 1 - 2). 


e Interest earnings on FSA funds that exceed the regulatory thresh- 
old (contra account # 3 - 1). 


Credit this account with: 
e Amounts remitted to NFC (contra account # 3 - 1). 
1-2 Due from School: This debit balance account reflects amounts 
due from the school as a result of disallowed expenditures on closed 
accounts not under G5 accountability. 


Debit this account for: 


e Billings from NFC for expenditures disallowed by program review 
or audit, excess cash, and the like (contra account # 3 - 1). 


Credit this account for: 
e Cash received from the school (contra account # 1 - 1). 


3-1 Accounts Payable, NFC: This account is normally a credit 
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balance account that reflects any liabilities to NFC as a result of cash 
accountability separated from G5 as described earlier or disallowed 
expenditures on programs not under G5 accountability or excess interest 
earnings returnable to ED through NFC. 


Debit this account for: 
e Amounts remitted to NFC (contra account # 1 - 1). 
Credit this account with: 


° Billings from NFC (contra account # 1 - 2). 


e Interest earnings returnable to NFC (contra account # 1 - 1). 


Federal Pell Grant Accounts 


1-1 Cash, Federal Pell Grants: All receipts and disbursements of 
cash related to the Pell Grant Program are recorded in this account. 
Typically, this account would show a zero balance after each period’s 
entries are posted, as the transfer of funds from G5 should equal only the 
amount of grants to be paid immediately to students. 


Debit this account for: 


e Transfers from G5 account (contra account # 6 - 1). 


e Recoveries from recipients (contra account # 7 - 1). 
Credit this account with: 
e Payments to students (contra account # 7 - 1). 


6-1 Transfer from G5 - Federal Pell Grants for Students: This credit 
balance account controls the transfer of cash from the G5 account “Cash 
Control, G5” to the Pell Grant account “Cash, Federal Pell Grants.” 
Such cash transfers should be made only in the precise amounts needed 
immediately to pay grants to students. 


Debit this account for: 


e Closing entry at end of accounting fiscal year, the total amount of 
cash transferred from G5 account to meet disbursement needs for 
the period (contra account # 7 - 1). 


Credit this account with: 


° Cash transferred from G5 account to meet current disbursement 
needs (contra account # 1 - 1). 
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6-2 Federal Reimbursement of Pell Grant Administrative Cost 
Allowance (ACA): This credit balance account is used to deposit the 
reimbursements received by electronic funds transfer (EFT) from ED for 
Pell ACA. 


Debit this account for: 


e Closing entry at end of accounting fiscal year for the amount of 
Pell ACA reimbursements (contra account # 7 - 2). 


Credit this account with: 


e ACA payments received via EFT from ED (contra account 
#1- 1). 


7 - 1 Student Grants Paid - Federal Pell Grant: This debit balance 
account is maintained to record payments made to students for Pell 
Grants. 


Debit this account for: 
e Grant payments made to students (contra account # 1 - 1). 
Credit this account with: 


e Recoveries from recipients (contra account # 1 - 1). 


e Closing entry at end of accounting fiscal year for the total amount 
of grant payments made to students for the accounting period 
(contra account # 6 - 1). 


7 - 2 Administrative Cost Allowance (ACA) Paid to Institution: This 
debit balance account is maintained to record payments made to 
the school for administrative costs. This amount cannot exceed 
the amount set by regulations. 


Debit this account for: 
° ACA paid to the school (contra account # 1 - 1). 
Credit this account with: 


e Closing entry at the end of the accounting period (contra account 
#6 - 2). 
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ACCOUNT DETAILS 


Federal Supplemental Educational Opportunity 
Grant (FSEOG) Accounts 


1-1 Cash, FSEOG: All receipts and disbursements of cash related to 
the FSEOG Program are recorded in this account. Typically, this account 
shows a zero balance after each period’s entries are posted, as the transfer 
of funds from G5 should be only for the amount of grants to be paid to 
students immediately and for administrative expenses. 


Debit this account for: 


e Transfers from G5 account (contra account # 6 - 1). 


e Cash contributions of the school (contra account # 6 - 2). 
Credit this account with: 


e Payments to students (contra account # 7 - 1). 
e Payments to school for administrative cost allowance (contra 


account # 7 - 3). 


6-1 Transfer from G5 - FSEOG: This revenue account is maintained 
to control the transfer of cash from the G5 account “Cash Control, G5” 
to the FSEOG account “Cash, FSEOG.” Such transfers of cash should 
be made only in the precise amounts needed to pay awards and ACA (if 
applicable) on a current basis. 


Debit this account for: 


e Closing entry at end of accounting fiscal year (contra accounts # 7 - 1, 
7 - 3). 


Credit this account with: 


° Amounts of cash transferred from the G5 account to meet the 
federal share of current FSEOG grants (contra account # 1 - 1). 


6 - 2 Institution’s Cash Contribution: This credit balance account is 
maintained to record cash contributions made by the school to provide 
(together with any noncash contribution) the nonfederal share of FSFEOG 
grants. 

Debit this account for: 
e Closing entry at end of accounting fiscal year (contra account # 7 - 1). 


Credit this account with: 


e Amounts of cash provided by the school to pay its share of 
current FSEOG awards (contra account # 1 - 1). 
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6 - 3 Institution’s Noncash Contribution (Memo Account): This credit 
balance account is maintained to record noncash contributions made by 
the school to provide (together with any cash contribution) the required 
nonfederal share of FSEOG awards. 


Debit this account for: 


e Closing entry, the cash value of all tuition rebates or similar cred- 
its to student accounts as the nonfederal share of FSEOG awards 
at end of accounting fiscal year (contra account # 7 - 2). 


Credit this account with: 


e  Noncash contributions provided from institutional resources to 
pay the nonfederal share of current FSEOG grants, including pay- 
ments made directly to students from institutional funds (contra 
account # 7 - 2). 


7 - 1 Student Grants Paid - FSEOG: This expense account is 
maintained to help prepare required FSEOG Program reports. If the 
school transfers cash to provide the required percent of the federal share, 
then this account would record both the federal and nonfederal shares of 
FSEOG awards. The debit balance in this account combined with account 
# 7 - 2, before closing, should agree with the sum of the individual award 
amounts shown in student records as FSEOG grants for the current year. 


Debit this account for: 
e Payments to students for FSEOG awards (contra account # 1 - 1). 
Credit this account with: 


e Closing entry at end of accounting fiscal year (contra account 
#6-1). 


7 -2 Student Grants - FSEOG From Noncash Contributions (Memo 
Account): This expense account is used if the school makes noncash 
contributions and pays students a portion of their FFEOG awards directly 
from institutional resources. 


Debit this account for: 


e Payments to students for FSEOG awards from institutional 
resources (contra account # 6 - 3). 


Credit this account for: 


° Closing entry at end of accounting fiscal year (contra account 
#6 - 3). 
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7 - 3 Administrative Cost Allowance (ACA) Paid to Institution (if 
applicable): This expense account is used to record ACA as it is paid to 
the school. Such payments are limited by regulations and may not be 
made from FSEOG funds unless students received FSEOG funds during 
the period. 


Debit this account for: 


e Payments to school for administrative expenses (contra account 
#1-1). 


Credit this account with: 


e — Closing entry at end of accounting fiscal year (contra account 
#6-1). 


Federal Work-Study (FWS) Accounts 


1-1 Cash, Federal Work-Study: All receipts and disbursements of 
cash related to the Federal Work-Study (FWS) Program are recorded in 
this account. Any debit balance remaining after payroll payment should 
consist solely of institutional and/or off-campus employer funds, as 
federal funds should be transferred from the G5 Cash Control Account 
(G5 account # 1-1) only in the precise amount needed for the federal 
share of current disbursements. 


Debit this account for: 
e Federal contributions transferred from G5 account (contra ac- 
count # 6 - 1). 
e Cash contributions of the school (contra account # 6 - 2). 
e Cash payments of off-campus employers (contra account # 1 - 2). 


e Cash paid into fund by the school for later payment of employer’s 
share of payroll taxes (contra account # 3 - 6). 


e Cash contributions paid by the school for off-campus employers 
that have not paid their nonfederal share (contra account # 1 - 2). 


Credit this account with: 


e Federal share of on-campus compensation and federal and 
nonfederal shares of off-campus compensation to students (contra 
accounts # 3 - 5,7 - 3, 7-4). 


e Administrative expenses paid to the school (contra account 
#7 - 6). 


° Refund of contribution to the school (contra account # 6 - 2). 


e Refund of contribution to off-campus employers (contra account 
#1-2). 
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° Payment for compensation withheld (contra accounts # 3 - 1, 
3-2,3-3,3-4). 


e Payment of employer’s payroll taxes (contra account # 3 - 6). 


e Job Location and Development Program expenses paid to the 
school (contra account # 7 - 5). 


1-2 Accounts Receivable, Off-Campus Entities: This account is used 
to record the amounts due from off-campus employers for the nonfederal 
share of student wages. Separate subsidiary accounts should be set up for 
each off-campus entity. 


Debit this account for: 


e Amounts to be provided by off-campus employers to pay the 
required percent of the nonfederal share of wages of students em- 
ployed off campus (contra accounts # 6 - 4, 6 - 5). 


e Refunds to off-campus employers of excess cash contributions 
(contra account # 1 - 1). 


Credit this account for: 


e Cash paid by off-campus employers (contra account # 1 - 1). 


e Cash paid by the school for off-campus employers that have not 
paid their nonfederal share (contra account # 1 - 1). 


3-1 Federal Income Taxes Withheld 


ial : : : *Students working in FWS jobs do not 
3 - 2 Social Security Taxes Withheld need to pay FICA if they are employed 


on campus. 
3 -3 State Income Taxes Withheld 


3-4 Other Withholding 
If withholding is necessary, these accounts are used to record the 
tax amounts withheld from the pay of students employed under 
the FWS Program. 
Debit these accounts for: 
e Taxes paid to the appropriate agency for federal income taxes, 
Social Security taxes (when applicable), state income taxes, and 
other taxes (contra account # 1 - 1). 
Credit these accounts with: 
e Amounts withheld from students’ pay for payment of federal in- 


come taxes, Social Security taxes (when applicable), state income 
taxes, and other taxes (contra accounts # 7 - 1, 7 - 3, and 7 - 4). 
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3-5 Accrued Wages Payable: ‘This account is used to accumulate 
student wages earned but not paid by the end of a report period. This 
is necessary because the FWS portion of the FISAP report requires 
compensation earned during the reporting period to be reported, 
regardless of when it is paid. The drawdown of cash from the G5 Cash 
Control Account is on a cash basis, and funds are not drawn down until 
accrued wages have actually been disbursed (paid). 


Debit this account for: 


° Amounts of gross compensation earned in the previous reporting 
period and paid during the current period (contra account 
#1-1). 


Credit this account with: 


e Gross compensation earned, but not yet paid at the end of the re- 
porting period (contra accounts # 7 - 1, 7 - 2, 7 - 3, 7 - 4). 


3-6 Employer’s Payroll Taxes Payable: ‘This credit balance account 
is maintained to record the amount of payments due by the school for 
the employer’s share of payroll taxes on accounts of students employed 
under the FWS Program. Federal Work-Study funds may not be used to 
pay any portion of such taxes. At some schools, the employer’s share of 
payroll taxes is handled directly from the general fund, and off-campus 
employers’ payments for their share of payroll taxes are reimbursed to the 
general fund rather than transferring the amount into the FWS fund. In 
this case, account # 3 - 6 would not be needed in the FWS set of accounts. 


Debit this account for: 
e Amounts of payroll taxes paid (contra account # 1 - 1). 
Credit this account with: 


e Amounts of payroll taxes payable from cash amounts transferred 
by the school or off-campus employers to pay their share of pay- 
roll taxes (contra account # 1 - 1). 


6-1 Transfer from G5 - Federal Work-Study: This credit balance 
account controls the transfer of cash from the G5 account, “Cash Control, 
G5” to the FWS account, “Cash, Federal Work-Study.” Such transfers of 
cash should be made only in the precise amounts needed for the federal 
share of current payroll, plus administrative expenses and Job Location 
and Development Program expenses. No transfer of cash should occur 
until the federal share of the currently payable payroll has been calculated. 
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Debit this account for: 


e The federal share of wages earned (contra accounts # 7- 1, 7 - 3, 
7-4). 


e Administrative expenses paid to the school (contra account 
#7 - 6). 


e Job Location and Development Program expenses paid to the 
school (contra account # 7 - 5). 


Credit this account with: 


° Amounts of cash transferred from the G5 account “Cash Control, 
G5” to meet current disbursement needs (contra account # 1 - 1). 


6 - 2 Institution’s Cash Contribution: This credit balance account 
is used only if the school transfers cash to provide the required percent 
of the nonfederal share of student wages on campus, then pays both the 
federal share and nonfederal shares of campus wages from these accounts. 


Debit this account for: 


° Refund to the school of excess cash advances (contra account 
#1-1). 


e Closing entry, the nonfederal share (that is, the share for which 
FWS funds are not available) of cash wages paid to students em- 
ployed on campus (contra account # 7 - 1). 


Credit this account with: 


e Amounts of cash provided by the school to pay its share of on- 
campus student wages (contra account # 1 - 1). 


6 - 3 Institution’s Noncash Contribution (Memo Account): This credit 
balance account records the amount of wages “paid” to students by the 
school through tuition rebates and other such noncash means, as well as 
amounts paid directly to students from institutional funds. 


Debit this account for: 


e Closing entry, the cash value of all tuition rebates or similar cred- 
its to student accounts made by the school during the reporting 
period as its share of on-campus student wages (contra account 
#7 - 2). 


Credit this account with: 
e Each pay period, the cash value of all tuition rebates or similar 


credits to student accounts as its share of on-campus student wag- 
es (contra account # 7 - 2). 
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Note: A student may be exempt from tax 
withholding while enrolled. However, if the 
student is employed between terms or in the 
summer, when the student is not enrolled, 
withholding must be made. 
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6 - 4 Off-Campus Employer’s Contribution, Public/Private Nonprofit 
Entities 


6 - 5 Off-Campus Employer’s Contribution, Private For-Profit 
Entities 


These credit balance accounts are maintained to record contributions 
due from off-campus employers to provide the required percent (or 
more) of the nonfederal share of student wages earned off campus. 


Debit these accounts for: 


e Closing entry, nonfederal share (that is, the share for which Fed- 
eral Work-Study funds are not available) of wages paid to students 
employed off campus (contra accounts # 7 - 3, 7 - 4). 


Credit these accounts with: 


e Amounts to be provided by off-campus employers to pay the 
required percent of the nonfederal share of wages of students em- 
ployed off campus (contra account # 1 - 2). 


7-1 Student Wages - On-Campus: This expense account is 
maintained to record the federal share of FWS wages. If the school 
transfers cash to provide the required percent of the federal share, then 
this account would record both the federal and nonfederal shares of 
wages. This account may be further subdivided into categories such as 
instruction, research, public service, and so on, to facilitate nonfederal 
functional reporting. 


Debit this account for: 
e The federal share of wages earned by students in on-campus em- 
ployment from the first day to the last day of the reporting period 
(posted from payroll vouchers, adjusted as necessary for accruals) 
(contra accounts # 1-1,3-1,3-2,3-3,3-4,3-5). 


Credit this account with: 


e Closing entry for the federal share of wages earned on campus 
(contra account # 6 - 1). 


7 - 2 Student Wages - On-Campus, Noncash Contribution for 
Nonfederal Share (Memo Account): This expense account is maintained 
to record the nonfederal share of student wages paid from the 
institution’s tuition rebates or similar credits. 


Debit this account for: 


e The nonfederal share of wages “paid” to students through tuition 
rebates and other noncash means (contra account # 6 - 3). 
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Credit this account for: 


e — Closing entry for, the nonfederal share of wages earned on cam- 
pus (contra account # 6 - 3). 


7 - 3 Student Wages - Off-Campus, Public/Private Nonprofit Entities 
7 - 4 Student Wages - Off-Campus, Private For-Profit Entities 


These expense accounts are maintained to help prepare required 
Federal Work-Study Program reports. 


Debit these accounts for: 


e Gross amount of wages earned by students in off-campus employ- 
ment from the first day to the last day of the reporting period 
(posted from payroll vouchers, adjusted as necessary for accruals) 
(contra accounts # 3 - 1, 3 - 2,3 - 3,3 - 4, and 3 - 5). 


Credit these accounts with: 


e Closing entry for the nonfederal share of wages earned off campus 
(contra accounts # 6 - 4, 6 - 5). 


7-5 Regular Job Location and Development (JLD) Expenses Paid to 
Institution: This expense account is maintained to record payments made 
to the school for JLD Program expenses. This amount cannot exceed the 
lesser of $50,000 or 10 percent of the institution’s FWS authorization 
for the award year to locate and develop off-campus jobs, including 
community-service jobs. Jobs located or developed under the program 
may be for either a for-profit or nonprofit employer. A school is not 
allowed to use its JLD allocation to locate on-campus service jobs. The 
federal funds that a school sets aside from its FWS allocation to be used 
for JLD activities may be used to pay up to 80% of allowable costs. The 
school must provide the remaining 20% of allowable costs, either in cash 
or services. 


Debit this account for: 


e Amounts paid to the school (contra account # 1 - 1). 
Credit this account with: 
e Closing entry at the end of the accounting period, the amounts 


paid to the school during the reporting period (contra account # 
6 - 1). 


FSA HB July 2016 ee Eee 


4-179 


Volume 4—Processing Aid and Managing FSA Funds, 2016-2017 


7-6 Administrative Cost Allowance (ACA) Paid to Institution: This 
expense account is maintained to record payments made to the school in 
reimbursement for administrative expenses. Such payments to the school 
have totals limited by regulations, and they may not be made from FWS 
funds unless students earned FWS wages during the award year. 


Debit this account for: 


e Payments to school for administrative expenses (contra account 
#1-1). 


Credit this account with: 


e Closing entry at the end of the accounting period, the total 
amount paid to the school during the reporting period (contra 
account # 6 - 1). 


Federal Perkins Loan Accounts 


1-1 Cash, Federal Perkins Loans: This is a debit balance account 
that shows the total cash available. 


Debit this account for: 
e Federal Capital Contributions (FCCs) as transferred from G5 cash 


(contra account # 6 - 1). 


° Institutional Capital Contributions (ICCs) as transferred from 
institutional cash (contra account # 6 - 2). 


° Refunds of amounts advanced to students (contra account 
#1-2). 


e Collections of loan principal from borrowers (contra account 
#2-1). 


e Collections of loan interest from borrowers (contra account 
# 6 - 3). 


e Collections of late charges assessed (contra account # 6 - 4). 
e Collections of penalty charges assessed (contra account # 6 - 5). 
e Other income (contra account # 6 - 5). 


e Reimbursements from the U.S. government on loan cancellations 
(contra account # 6-6). 


e Repayments from borrowers for litigation expenses (contra ac- 
count #7 - 1). 


e Collections of borrower - paid collection costs from gross-remit- 
tance collection agencies (contra account # 7-3). 
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Credit this account with: 


° Advances to students (contra account # 1 - 2). 
e Overpayments refunded to borrowers (contra account # 2 - 1). 


e Reversals of payments made by returned check (contra accounts 
#2-1,6-3,6-4,6- 5,7 - 3). 


e Repayments of capital to the U.S. government (contra account # 
6 - 7). 


° Repayments of capital to the school (contra account # 6 - 8). 


e Withdrawals of late charges payable to the school (contra account 
#6 - 4). 


e Withdrawals to pay litigation expenses (contra account # 7 - 1). 


e Withdrawals for administrative cost allowance (contra account 
#7 -2). 


e Withdrawals to pay collection costs to gross-remittance collection 
agencies (contra account # 7 - 3). 


e Withdrawals to pay other collection expenses (contra account 
#7 - 3). 


1-2 Funds Advanced to Students: This debit balance account is 
a control account for advances to borrowers. The total of the amounts 
shown as advances on individual student master records for all students 
should be reconciled to the balance in this account at the end of each 
month. 
Debit this account for: 
e The amount advanced to borrowers (contra account # 1 - 1). 


Credit this account with: 


e — Any return of advances made (contra account # 1 - 1). 
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2-1 Loan Principal Collected: ‘This is a credit balance account 
maintained to show the total amount of loan principal collected since the 
beginning of the program. 


Debit this account for: 


e The principal amount of returned checks (contra account # 1 - 1). 


e Overpayments refunded to borrowers (contra account # 1 - 1). 
Credit this account with: 
e The amount of cash collections related to loan principal (contra 


account # 1 - 1). 


e — Reclassification of the amount of interest paid that is subsequently 
canceled (contra account # 2 - 1). 


2-2 Defaulted Loan Principal - Assigned to Federal Government: 
This credit balance account is maintained to show the cumulative 
amount of defaulted loan principal assigned to and accepted by the U.S. 
government. 


Debit this account for: 
° No entries, except for correcting errors. 
Credit this account with: 


e The amount of loan principal assigned to and accepted by the U.S. 
government on loans in default (contra account # 7 - 18). 


2-3 Loan Principal Canceled - Teaching Service (10% Rate), Loans 
Made Prior to 7/1/72 


2-4 Loan Principal Canceled - Teaching Service (15% Rate), Loans 
Made Prior to 7/1/72 


2-5 Loan Principal Canceled - Military Service (12.5% Rate), Loans 
Made Prior to 7/1/72 


Accounts # 2 - 3, 2 - 4, and 2 - 5 may be merged and maintained 
as one account titled “Loan Principal Canceled - Loans Made Prior to 
7/1/72.” 


2-6 Loan Principal Canceled - Teaching Service (15% Rate), Loans 
Made 7/1/72 and After 


2-7 Loan Principal Canceled - Teaching Service (20% Rate), Loans 
Made 7/1/72 and After 
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2-8 Loan Principal Canceled - Teaching Service (30% Rate), Loans 
Made 7/1/72 and After 


2-9 Loan Principal Canceled - Teaching Service (Field of Expertise: 
Math, Science, Foreign Language, Bilingual Education) (15% Rate), Loans 
Made 7/23/92 and After 

2-10 Loan Principal Canceled - Teaching Service (Field of Expertise: 
Math, Science, Foreign Language, Bilingual Education) (20% Rate), Loans 
Made 7/23/92 and After 

2-11 Loan Principal Canceled - Teaching Service (Field of Expertise: 
Math, Science, Foreign Language, Bilingual Education) (30% Rate), Loans 
Made 7/23/92 and After 


2-12 Loan Principal Canceled - Military Service (12.5% Rate), Loans 
Made 7/1/72 and After 


2-13 Loan Principal Canceled - Death 
2 - 14 Loan Principal Canceled - Disability 


Accounts # 2-13 and 2-14 may be merged and maintained as one 
account titled “Loan Principal Canceled - Death or Disability.” 


All other canceled-loan entries are similar and are not shown here. 
Refer to the chart of accounts for the other cancellation accounts. 


These separate cancellation accounts are maintained to show the 
cumulative amounts of loan principal canceled under the provisions of 
the law. 

Debit these accounts for: 
e No entries, except for correcting errors. 
Credit these accounts with: 
e Amounts of each appropriate category of loan principal canceled 


under the provisions of the law (contra accounts # 7 - 4 through 
7-17). 
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2 - 29 Loan Principal Adjustments - Other: This is a credit balance 
account maintained to show the cumulative total amount of loan 
principal lost because of other reasons (such as write-offs) as specified by 
the Department. Each credit entry to this account should be adequately 
labeled to identify the reason for the adjustment. 


Debit this account for: 
° No entries, except for correcting errors. 
Credit this account with: 


e Amount of loan principal lost because of other approved reasons 
(write-offs) (contra account # 7 - 19). 


4-1 Federal Fund Balance: This is a credit balance account 
maintained to show the federal share of the fund balance. This account 
should always show a credit balance for the federal share of income and 
expenses since the school began participating in the program. 


Credit this account with: 


e — Closing entry at end of accounting fiscal year (federal share of 
contra accounts # 6 - 1, 6 - 3 through 6 - 7, 7 - 1 through 7 - 19). 


4 - 2 Institutional Fund Balance: This credit balance account is 
maintained to show the institutional share of the fund balance. This 
account should always show a credit balance for the institutional share of 
income and expenses since the school began participating in the program. 
Credit this account with: 


e Closing entry at end of accounting fiscal year (institutional share 
of contra accounts # 6 - 2 through 6 - 6, 6 - 8 through 7 - 19). 


6-1 Funds Transferred from G5 - Perkins - FCC: This credit balance 
account is maintained to track the total FCC transferred to the Perkins 
Loan fund from the G5 cash control account. 


Debit this account for: 


e Closing entry at end of accounting fiscal year (contra account 
#4-1). 


Credit this account with: 


e Transfer from G5 - FCC (contra account # 1 - 1). 
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6-2 Funds Transferred from Institution - Perkins - ICC: This credit 
balance account is maintained to track the total ICC transferred to the 
Perkins Loan fund from the school. 


Debit this account for: 


e Closing entry at end of accounting fiscal year (contra account 
# 4-2). 


Credit this account with: 


e Mandatory transfers of the institution’s matching share of the 
Perkins Loan allocation. This is one-third (33 1/3%) of the FCC 
amount or one-quarter (25 percent) of the combined FCC plus 
ICC (contra account # 1- 1). 


6 - 3 Interest Earned on Loans: This credit balance account is 
maintained to show the total interest that has been collected or has been 
canceled because of teaching service, military service, death, or any other 
authorized cancellation. It also includes interest from loans assigned to 
ED. 


Debit this account for: 
° The interest amount of returned checks and correction of errors 


(contra account # 1 - 1). 


e Reclassification of the interest amount paid that is subsequently 
canceled (contra account # 2 - 1). 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


Credit this account with: 


° The amount of loan interest collected (contra account # 1 - 1). 


e The amount of loan interest canceled for teaching service (contra 
accounts # 7 - 4, 7 - 5). 


° The amount of loan interest canceled for teaching service (where 
the field of expertise is: math, science, foreign language, bilingual 
education), on loans made 7/23/92 and after (contra account 
#7-7). 


e The amount of loan interest canceled for military service (contra 
accounts # 7 - 6, 7 - 8). 

e The amount of loan interest canceled for death (contra account 
#7-9). 

e The amount of loan interest canceled for disability (contra 
account # 7 - 10). 


e The amount of loan interest canceled for bankruptcy (contra 
account # 7 - 11). 
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The amount of loan interest canceled for Peace Corps or VISTA 
(contra account # 7 - 12). 


The amount of loan interest canceled for Head Start (contra ac- 
count # 7 - 13). 


The amount of loan interest canceled for Volunteer Service (con- 
tra account # 7 - 14). 


The amount of loan interest canceled for Law Enforcement and 
Corrections Officer (contra account # 7 - 15). 


The amount of loan interest canceled for Nurse/Medical Techni- 
cian (contra account # 7 - 16). 


The amount of loan interest canceled for Child/Family and Early 
Intervention Service (contra account # 7 - 17). 


The amount of loan interest related to defaulted loans assigned to 
the U.S. government (contra account # 7 - 18). 


The amount of loan interest written off for other costs or losses 
(specify) (contra account # 7 - 19). 


6-4 Other Earnings - Late Charges on Loans Made 7/1/87 and After: 
This credit balance account is maintained to show the earnings of the 
fund due to late charges assessed on loans made after 7/1/87. 


Debit this account for: 


Late charge amounts reimbursed to the school (contra account 
#1-1). 


Late charge amounts of returned checks (contra account # 1 - 1). 
Late charge amounts for correcting errors. 


Closing entry at end of accounting fiscal year (contra accounts # 
4-1,4-2). 


Credit this account with: 


Late charges assessed and collected (contra account # 1 - 1). 


Amounts reimbursed by the school for the late charge portion of 
returned checks (contra account # 1 - 1). 


Late charges accrued and written off (contra account # 7 - 18). 
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6-5 Other Earnings - Miscellaneous: ‘This credit balance account 
is maintained to show the earnings of the fund (other than interest on 
student loans or late charges assessed on loans made 1/1/86 and after), 
such as penalty charges on loans made 12/31/85 and before, and interest 
earned on fund cash balances. As it will be necessary to report separately 
on each type of earnings (penalty charges, interest, earnings, and so on), a 
subsidiary ledger account for each type of earnings is required. There may 
be periods when slack demand for loans, coupled with funds received 
for collection activities, might produce a temporary excess cash balance 
in the Perkins Loan fund; as a result, institutions are now required to 
maintain fund balances in insured interest-bearing accounts. 


Debit this account for: 


e Penalty charges for returned checks (contra account # 1 - 1). 
e Correcting errors. 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


Credit this account with: 


e Penalty charges assessed and collected (contra 
account # 1 - 1). 


e Interest earned on fund cash (contra account # 1 - 1). 
° Any other earnings of the fund (contra account # 1 - 1). 


e Penalty charges accrued and written off (contra 
account # 7 - 19). 


6-6 Reimbursement of Amounts Canceled on Loans Made 7/1/72 
and After: This credit balance account is maintained to show 
the amounts received from the U.S. government as a result of 
reimbursements on loans canceled for teaching (Head Start) and military 
service on loans made 7/1/72 and after, for Peace Corps or VISTA service 
for loans made after 6/30/87, for employment in law enforcement or 
as a corrections officer for loans made on or after 11/29/90, and for 
all cancellations authorized by the 1992 reauthorization of the Higher 
Education Act (HEA). 


Debit this account for: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


Credit this account with: 


e Amounts received from the U.S. government for reimbursement 
of the aggregate amount of institutional funds plus federal funds 
canceled due to any of the authorized cancellation provisions 
(contra account # 1 - 1). 
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6-7 Repayments to Federal Government: This debit balance account 
is maintained to show the total distribution of fund capital in case of 
partial dissolution of the Perkins Loan fund. 


Debit this account for: 


e Amount of the appropriate FCC repaid in partial dissolution of 
the fund (contra account # 1 - 1). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra account 
#4-1). 


6-8 Repayments to Institution: This debit balance account is 
maintained to show the total distribution of fund capital in case of 
partial dissolution of the Perkins Loan fund and to show when an school 
withdraws an overmatch. 


Debit this account for: 


e Amount of the appropriate ICC repaid in partial dissolution of the 
fund (contra account # 1 - 1). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra account 
#4 -2). 


7 - 1 Litigation Expenses: This is a debit balance account maintained 
to show the net amount paid for litigation arising in connection with 
Federal Perkins Loans. 

Debit this account for: 
e Amounts paid for litigation expenses (contra account # 1 - 1). 


Credit this account with: 


e Amounts collected from borrowers repaying litigation expenses 
(contra account # 1 - 1). 


e Closing entry at end of accounting fiscal year (contra accounts # 
4-1,4-2). 
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7-2 Administrative Cost Allowance (ACA) Paid to Institution: 
This is a debit balance account maintained to show the amount of 
administrative expenses charged to the fund rather than reimbursement 
to the school by the Department. Such payments to the school are limited 
in total by regulations and may not be made from the Perkins Loan fund 
unless students receive advances of Perkins Loan funds during the award 
period. 


Debit this account for: 


° Amounts charged to the fund as authorized ACA(contra account 
#1-1). 


Credit this account with: 


¢ Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 3. Other Collection Expenses: This is a debit balance account 
maintained to show the net amount charged to the fund for collection 
expenses other than costs of litigation, such as commissions (as approved 
by the Department) paid to a collection agency. 


Debit this account for: 


e | Amounts authorized to be charged to the fund as other collection 
expenses (contra accounts # 1 - 1 or2 - 1). 

e Amount of borrower-paid collection cost portion of returned 
checks (contra account # 1 - 1). 

Credit this account with: 

e Amounts collected from borrowers repaying costs of collection 
other than litigation expenses (contra account # 1 - 1). 

e Closing entry at end of accounting fiscal year (contra accounts 


#4-1,4-2). 


7 - 4 Cost of Loan Principal and Interest Canceled - Teaching Service, 
Loans Made Prior to 7/1/72 


7-5 Cost of Loan Principal and Interest Canceled - Teaching Service, 
Loans Made 7/1/72 and After 


These debit balance accounts are maintained to show the total cost of 
loan cancellations for teaching service. 


Debit these accounts for: 


e Amounts of total principal and interest canceled for teaching ser- 
vice (contra accounts # 2 - 3,2 - 4, 2 - 6, 2 - 7, 2 - 8, and 6 - 3). 
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Credit these accounts with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7-6 Cost of Loan Principal and Interest Canceled - Military Service, 
Loans Made Prior to 7/1/72 


7-7 Cost of Loan Principal and Interest Canceled - Teaching Service 
(Field of Expertise: Math, Science, Foregn Language, Bilingual 
Education), Loans Made 7/23/92 and After 


These debit balance accounts are maintained to show the total cost of 
loan cancellations for military and teaching service. 


Debit these accounts for: 
e Amounts of total principal and interest canceled for these specific 
service areas (contra accounts # 2 - 5,2 -9,2-10,2-11, and 
6 - 3). 


Credit these accounts with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 8 Cost of Loan Principal and Interest Canceled - Military Service 
7/1/72 and After 


This debit balance account is maintained to show the total cost of 
loan cancellations for military service. 


Debit this account for: 


e Amounts of total principal and interest canceled for military ser- 
vice (contra accounts # 2 - 12, 6 - 3). 


Credit these accounts with: 


e Closing entry at end of accounting fiscal year (contra accounts # 
4-1,4-2). 
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7-9 Cost of Loan Principal and Interest Canceled - Death: This 
is a debit balance account maintained to show the total cost of loan 
cancellations for death. 


Debit this account for: 


e Amounts of total principal and interest canceled for death (contra 
accounts # 2 - 13, 6 - 3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2. 


7 - 10 Cost of Loan Principal and Interest Canceled - Disability: This 
is a debit balance account maintained to show the total cost of loan 
cancellations for disability. 


Debit this account for: 


e Amounts of total principal and interest canceled for disability 
(contra accounts # 2 - 14, 6 - 3). 


Credit this account with: 


¢ Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 11 Cost of Loan Principal and Interest Canceled - Bankruptcy: 
This is a debit balance account maintained to show the total cost of loan 
cancellations for bankruptcy. 


Debit this account for: 


e Amounts of total principal and interest canceled for bankruptcy 
(contra accounts # 2 - 15, 6 - 3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 12 Cost of Loan Principal and Interest Canceled - Peace Corps or 
VISTA: This is a debit balance account to show the total cost of principal 
and interest canceled for service in the Peace Corps or VISTA for loans 
made after June 30, 1987. 


Debit this account for: 
e Amounts of total principal and interest canceled for service in the 


Peace Corps or VISTA (contra accounts # 2 - 16, 2 - 17, and 
6 - 3). 
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Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 13 Cost of Loan Principal and Interest Canceled - Head Start: This 
is a debit balance account to show the total cost of principal and interest 
canceled for the Head Start Program. 


Debit this account for: 


e Amounts of total principal and interest canceled for the Head 
Start Program (contra accounts # 2 - 18, 6-3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 14 Cost of Loan Principal and Interest Canceled - Volunteer 
Service: ‘This is a debit balance account to show the total cost of principal 
and interest canceled for volunteer service. 


Debit this account for: 


e Amounts of total principal and interest canceled for volunteer ser- 
vice (contra accounts # 2 - 19, 2 - 20, 6 - 3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7-15 Cost of Loan Principal and Interest Canceled - Law 
Enforcement and Corrections Officer: This is a debit balance account 
to show the total cost of principal and interest canceled for borrowers 
employed in law enforcement or corrections. 


Debit this account for: 
e Amounts of total principal and interest canceled for a borrower's 
employment as a law-enforcement or corrections officer (contra 
accounts # 2 - 21, 2 - 22, 6 - 3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 
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7 - 16 Cost of Loan Principal and Interest Canceled - Nurse/Medical 
Technician: This is a debit balance account to show the total cost of 
principal and interest canceled for a borrower's employment as a nurse or 
medical technician. 


Debit this account for: 
e Amounts of total principal and interest canceled for a borrower's 
employment as a nurse or medical technician (contra accounts # 
2 - 23, 2 - 24, 2 - 25, 6 - 3). 


Credit this account with: 


e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 17 Cost of Loan Principal and Interest Canceled - Child/Family 
and Early Intervention Service: This is a debit balance account to 
show the total cost of principal and interest canceled for a borrower’s 
employment in a child/family or early intervention service. 


Debit this account for: 
e Amounts of total principal and interest canceled for the child/ 
family or early intervention service (contra accounts # 2 - 26, 
2 - 27, 2 - 28, 6 - 3). 


Credit this account with: 


e — Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 


7 - 18 Cost of Defaulted Loan Principal and Interest Assigned to 
Federal Government: This is a debit balance account maintained to show 
the total cost of defaulted loans assigned to, and accepted by, the U.S. 
government. 


Debit this account for: 


e Amounts of total principal and interest related to defaulted loans 
assigned to the U.S. government (contra accounts # 2 - 2, 6 - 3). 


Credit this account with: 


¢ Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 
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7 - 19 Other Costs or Losses: This is a debit balance account 
maintained to show the total amount of other costs or losses. Any 
entries to this account, such as accounts written off, should have 
full documentation of the reasons. In some cases, approval by the 
Department must be included as part of the documentation. 


Debit this account for: 


e Amounts of total principal, interest, penalty, and late charges writ- 
ten off because of other costs or losses. The reason for the write- 
off should be specified for easy identification in the account (con- 
tra accounts # 2 - 29, 6 - 3,6- 4,6- 5). 


Credit this account with: 


e Amounts of previous write-offs reversed due to collection (contra 
accounts # 2 - 29, 6 - 3,6-4,6-5). 
e Closing entry at end of accounting fiscal year (contra accounts 
#4-1,4-2). 
William D. Ford Federal Direct Loan Accounts 
1-1 Cash, Direct Loans: All receipts and disbursements of cash 
related to the Direct Loan Program are recorded in this account. 


Debit this account for: 


e Transfers from G5 accounts (contra account # 6 - 1). 


e Recoveries from recipients (contra account # 7 - 1). 
Credit this account for: 


e Payments to students (contra account # 7 - 1). 
e Return of excess cash to via FEDWIRE or ACH (contra 
account # 6 - 1). 


1-2 Accounts Receivable, G5: This debit balance account controls 
the transfer of cash directly from the G5 account established for Direct 
Loans. 


Debit this account for: 


e Amounts due from G5 for disbursement needs for the period 
(contra account # 6 - 1). 


° Return of excess cash (contra account # 1 - 1). 
Credit this account with: 


e Cash transferred directly from the G5 account (contra account 
#1-1). 
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6-1 Income from G5 - Direct Loans: This credit balance account 
reflects the income from the Direct Loan Program. This amount is not 
a transfer from the G5 account referred to in section 5.3. These separate 
accounts allow for reconciliation with the institution’s records as part of 
the Direct Loan reconciliation process. 


Debit this account for: 


e Closing entry at end of accounting fiscal year, the income from 
G5 to meet disbursement needs for the period (contra accounts 
#7-1,7-2). 


Credit this account with: 


° Income from G5 recorded to meet current disbursement needs 
(contra account # 1 - 2). 


7 - 1 Funds Advanced to Borrowers: ‘This debit balance account is 
maintained to record payments made to students or parents for loans. 
This account may be further subdivided to separate disbursements for 
PLUS, subsidized, and unsubsidized loans. 


Debit this account for: 


e Loan payments made to students or students’ parents (contra 
account # 1 - 1). 


Credit this account with: 


e Recoveries from loan recipients (contra account # 1 - 1). 


e — Closing entry at end of accounting fiscal year for the total amount 
of loan disbursements made to students or students’ parents for 
the accounting period (contra account # 6 - 1). 
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Federal TEACH Grant Accounts 


1-1 Cash, Federal TEACH Grants: All receipts and disbursements 
of cash related to the TEACH Grant Program are recorded in this 
account. Typically, this account would show a zero balance after each 
period’s entries are posted, as the transfer of funds from G5 should equal 
only the amount of grants to be paid immediately to students. 


Debit this account for: 


e Transfers from G5 account (contra account # 6 - 1). 


e Recoveries from recipients (contra account # 7 - 1). 
Credit this account with: 
e Payments to students (contra account # 7 - 1). 


6-1 Transfer from G5 - Federal TEACH Grants for Students: This 
credit balance account controls the transfer of cash from the G5 account 
“Cash Control, G5” to the TEACH Grant account “Cash, Federal TEACH 
Grants.” Such cash transfers should be made only in the precise amounts 
needed immediately to pay grants to students. 


Debit this account for: 


e — Closing entry at end of accounting fiscal year, the total amount of 
cash transferred from G5 account to meet disbursement needs for 
the period (contra account # 7 - 1). 


Credit this account with: 


° Cash transferred from G5 account to meet current disbursement 
needs (contra account # 1 - 1). 


7 - 1 Student Grants Paid - Federal TEACH Grant: ‘This debit 
balance account is maintained to record payments made to students for 
TEACH Grants. 


Debit this account for: 
e Grant payments made to students (contra account # 1 - 1). 
Credit this account with: 


e Recoveries from recipients (contra account # 1 - 1). 


e Closing entry at end of accounting fiscal year for the total amount 
of grant payments made to students for the accounting period 
(contra account # 6 - 1). 


SEES SSS SS FSA HB July 2016 


4-196 


Appendix A—Accounting Systems 


Federal Iraq and Afghanistan Service Grant Accounts 


1-1 Cash, Federal Iraq and Afghanistan Service Grants: All receipts 
and disbursements of cash related to the Iraq and Afghanistan Service 
Grant Program are recorded in this account. Typically, this account 
would show a zero balance after each period’s entries are posted, as the 
transfer of funds from G5 should equal only the amount of grants to be 
paid immediately to students. 


Debit this account for: 


e Transfers from G5 account (contra account # 6 - 1). 


° Recoveries from recipients (contra account # 7 - 1). 
Credit this account with: 
e Payments to students (contra account # 7 - 1). 


6-1 Transfer from G5 - Federal Iraq and Afghanistan Service Grants 
for Students: This credit balance account controls the transfer of cash 
from the G5 account “Cash Control, G5” to the Iraq and Afghanistan 
Service Grant account “Cash, Federal Iraq and Afghanistan Service 
Grants.” Such cash transfers should be made only in the precise amounts 
needed immediately to pay grants to students. 


Debit this account for: 


e Closing entry at end of accounting fiscal year, the total amount of 
cash transferred from G5 account to meet disbursement needs for 
the period (contra account # 7 - 1). 


Credit this account with: 


° Cash transferred from G5 account to meet current disbursement 
needs (contra account # 1 - 1). 


7 - 1 Student Grants Paid - Federal Iraq and Afghanistan Service 
Grant: This debit balance account is maintained to record payments 
made to students for Iraq and Afghanistan Service Grants. 

Debit this account for: 
e Grant payments made to students (contra account # 1 - 1). 


Credit this account with: 


e Recoveries from recipients (contra account # 1 - 1). 


e — Closing entry at end of accounting fiscal year for the total amount 
of grant payments made to students for the accounting period 
(contra account # 6 - 1). 
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Management Systems 


The accounting procedures and financial management systems used 
by a school to record and report on the transactions in the Federal 
Student Aid programs play a major role in the school’s management 
of those programs. In this chapter, we will discuss the minimum 
criteria for those procedures and systems, identify areas where 
problems might arise, and point out potential system weaknesses. 


FINANCIAL MANAGEMENT SYSTEMS ee 


Financial management systems 


34 CFR 668, Subpart K 
A school’s financial management system (including the school’s P 


accounting system) must provide effective control over and accountability 
for all funds received from the U.S. Department of Education’s (ED’s) 
Grant Administration and Payment System (G5). An FSA fiscal 
management system includes procedures for 


Accounting System Defined 


bd requesting funds from ED; A school's accounting system includes 


« disbursing funds to eligible students and parents; those procedures that deal with the 
organization and controls necessary 

¢ accounting for funds and financial activities; to identify and record transactions in a 
school’s journals and ledgers, while 

¢ keeping accurate and auditable records including providing the __ | systematically providing for the supporting 

clear audit trail required by cash management regulations;' documentation for all journal entries. 
; ; ; re The accounting system is a subset of the 
¢ meeting the documentation requirements of the individual school’s larger system of financial 


program regulations; management. 


¢ managing cash; 
¢ ensuring proper filing of timely applications; and 


¢ enabling timely internal and external financial reporting. 


At a minimum, a school’s financial management system including its 
accounting system must provide 


1. accurate, current, and complete disclosure of the financial 
condition of each federal aid program or project sponsored by 
ED; 


2. records that adequately identify the source and application of 
funds for sponsored activities and contain information on 
institutional awards, authorizations, obligations, unobligated 
balances, assets, income, liabilities, revenues, expenditures, and 
cash disbursements;' 


1. Accounting system function 
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3. 


effective control over and accountability for all funds, property, 
and other assets, including adequate safeguarding of all such 
assets to ensure that they are used solely for authorized 
purposes; 


comparison of actual expended amounts with amounts 
budgeted for each FSA program;” 


procedures to ensure the timely, efficient transfer of funds 
when they are advanced through electronic methods (these 
procedures must limit the time between the transfer of funds 
from the U.S. Treasury and cash disbursement by the school to 
students so that funds are disbursed no later than three busi- 
ness days following the receipt of funds, and do not result in 
excess cash.);? 


procedures according to the applicable terms of the FSA pro- 
gram for determining reasonableness, allowability, and alloca- 
bility of costs; 


accounting records that are supported by audit trail documen- 
tation;’ 


monthly reconciliation of individual student FSA awards as 
recorded in the financial aid, business office, student account, 
and Department systems (for Pell and Direct Loan);? and 


examinations in the form of external or internal audits, which 
must be made according to generally accepted auditing stan- 
dards and government auditing standards.’ 


Schools organize and manage their financial operations differently 
depending on such factors as the size of the school, administrative 
structure, staffing, automation, and federal program participation. 
Although fiscal operations can vary from school to school, successfully 
managing FSA programs at any school depends on coordinated efforts 
across institutional offices. 


Coordination has become increasingly important as automated 
systems have replaced paper-based ones. Automated systems bring many 
benefits, such as enhanced data integrity and speedy data exchange. 
However, they also present challenges. Perhaps the most critical 
challenge is that automation can blur responsibility for functions that, 
by law, must be kept separate, such as awarding and disbursing federal 


funds. 


1. Accounting function; 
2. Financial management system functions 
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THE NETWORK OF RESPONSIBILITIES 


Managing FSA assistance is a school-wide responsibility. FSA 
program funds are provided to the school, and all offices at a school must 
work together to ensure successful program management. A school’s FSA 
program management generally takes place in three functional areas: 


+ the office of the chief executive (CEO, president, chancellor, 
owner, etc.), 


+ the financial aid office, and 


+ the business (bursar’s) office. 


Schools differ in how they divide these functions among administrative 
offices. However, the president's office, the financial aid office, and the 
business office always play key roles. 


The CEO’s office 


Ultimate responsibility for a school’s FSA programs resides with 
the school’s CEO. Although authority and responsibility are delegated 
to other offices, the leadership and support of the CEO are crucial to 
successfully administering FSA programs. By recognizing the importance 
of federal aid programs, making FSA program administration a high 
priority, and holding key officials accountable, CEO leadership can foster 
an environment that promotes an effective and responsive financial 
aid program that meets institutional goals, students’ needs, and federal 
requirements. 


The next page lists the administrative responsibilities of a school’s 
CEO. 
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The CEO’s/President’s Responsibilities 


meets the financial standards for 
administering the FSA programs 


has an individual capable of administering 
the FSA programs and coordinating federal 
and nonfederal financial aid 


has an adequate number of qualified staff 
to administer FSA programs 


has a procedure to report changes to 

ED about the school’s current eligibility 
status (for example, changes in ownership, 
address, name, officials, third-party 
servicers, programs, and locations) 


has a procedure to ensure that FSA funds 
for new programs and locations are not 
disbursed until approvals (when required) 
are received from ED 


has established clear lines of responsibility 
among the pertinent school offices 


has good communication and cooperation 


among personnel in the pertinent school 
offices 


maintains effective recordkeeping systems 
for both student records and financial 
records 


has an adequate system of checks and 
balances to ensure separation of award 
functions from disbursement functions 


has accurate information about student 
applicants for FSA aid and resolves any 
discrepancies or inconsistencies 


provides adequate financial aid and loan 
debt management counseling to students 


refers any suspected cases of FSA fraud, 
abuse, or misrepresentation to ED’s Office 
of Inspector General 


obtains a letter of credit (if the school has 
failed to meet the standards of financial 
responsibility) 


has an independent auditor perform an 
annual federal audit of the school’s FSA 
financial operations 


cooperates fully with any program reviews 
or audits and makes available all necessary 
information to the reviewers or auditors 


has no criminal or fraudulent activities 
occur as it manages federal funds and 
administers FSA programs 


has established reasonable standards of 
satisfactory academic progress (SAP) for 
students 


has established a fair and equitable 
institutional refund policy (if required by 
the school's accrediting agency) 


has an operable and accessible drug abuse 
prevention program, as required by the 
Drug-Free Schools and Communities Act 


has a drug-free workplace, as required by 
the Drug-Free Workplace Act 


makes available all published information 
required by the Student Right-to-Know Act 
and the Campus Security Act and any other 
applicable laws and regulations 


provides the services described in its 
publications 


For complete information about the requirement to obtain a letter of credit when a school fails to meet 
the standards of financial responsibility, and the requirement to obtain an independent audit of a school’s 
participation in the FSA programs please see the Federal Student Aid Handbook, Volume 2. 
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The financial aid office 


While a school’s financial aid office is usually assigned most of the 
responsibility for administering FSA programs, its role in the institution’s 
fiscal operation is a limited one. In some cases, functions such as loan 
counseling might be performed by the business office instead of the aid 
office. 


Responsibilities commonly assigned to a school’s financial aid office 


Advise and counsel students and parents 
about financial aid 


Provide students with consumer 
information, as required by federal 
regulations 


Develop written policies and procedures 
about the way the school administers FSA 
programs 


Determine students’ eligibility for financial 
aid 
Make financial aid awards to students 


Adhere to the principle of separation of 
functions (no single office or individual may 
authorize payments and disburse FSA funds 
to students) 


In administering financial aid programs, 
coordinate financial aid activities with those 
of other school offices 


Interact with various outside groups, 
agencies, associations, and individuals 
about issues concerning the school’s 
administration of financial aid programs 


Monitor students’ satisfactory academic 
progress (SAP) 


Maintain school records and student records 
that document the administration of the 
financial aid office and provide data for 
reports 


Keep current on changes in laws and 
regulations to ensure that the school 
remains in compliance 


Assist in reporting program expenditures 


Manage and report on activities that involve 
financial aid funds 


Calculate the return of Title IV funds and, 
if it applies, authorize post-withdrawal 
disbursements to students 


Assist in reconciling loan records (for 
schools in the Direct Loan Program) 


Reconcile student financial aid data 
provided to the business office to ensure 
all payments have been made, return of 
FSA funds have been accounted for, and 
expenditures have been reported 


Have a procedure to report any changes 
to ED about the school’s current eligibility 
status (for example, change in ownership, 
address, name, Officials, third-party 
servicers, etc.) 


Perform (limited) fiscal operations, such 
as 


authorizing payment of FSA 
funds to student accounts or to 
students directly 


authorizing return of Title IV 
funds to program accounts and 
post-withdrawal disbursements 
to students 


notifying a student who owes 
an overpayment as a result 

of the student’s withdrawal 
from the school in order for ED 
or the school to recover the 
overpayment 


notifying ED of the overpayment 


coordinating submission of the 
Fiscal Operations Report and 
Application to Participate (FISAP) 


Provide entrance and exit counseling to 
borrowers of FFEL Program loans and 
Direct Loan Program loans as part of the 
award and delivery process’ 


Provide entrance and exit counseling to 
borrowers of Federal Perkins Loans as 
part of the award and delivery process' 


1. Atsome schools, the business office performs this function. 
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The business (bursar’s) office 


Most FSA related fiscal operations are handled by a school’s business 
office, also. This office may also be known as the fiscal office, finance 
office, comptroller’s office, bursar’s office, treasurer’s office, or student 
accounts office. For the duration of this text, this office will be referred to 
simply as the business office. 


The business office provides critical services to the school in 
managing both federal and nonfederal financial aid programs. 
Administering the accounting, recordkeeping, and reporting functions 
related to the school’s use of federal and other funds requires many 
detailed, complex systems. Strong internal controls and sound business 
and financial management practices are keys to the success of these 
operations and delivering funds to students. 


The next page lists some of the common responsibilities of the 
business office. 
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Responsibilities commonly assigned to a school’s business office 


Coordinate activities and cooperate with the 
financial aid office in 


+ projecting cash needed to cover 
disbursements 


processing cancellations and 
institutional refunds 


obtaining authorization to pay FSA 
funds 


being aware of the changes in FSA 
laws and regulation 


submitting accurate and timely 
reports 


reconciling records to ensure that 
financial aid adjustments are properly 
recorded 


Maintain a system of internal controls that 
includes adequate checks and balances 


Ensure that the functions of authorizing and 
disbursing FSA funds remain separate 


Maintain records consistent with Generally 
Accepted Accounting Principles, and 
government auditing standards 


Maintain records to ensure a clear audit trail 


Draw down and return FSA funds to program 
accounts 


Disburse funds to eligible students from FSA 
program accounts 


Maintain a system of student accounts that 
records charges, credits, and amounts due 


Collect Federal Perkins Loans' 


Calculate the return of Title IV funds, and 
if it applies, authorize post-withdrawal 
disbursements to students? 


Establish and implement the institution's 
refund policy (if required by the school’s 
accrediting or state agency)? 


Process return of Title lV funds to program 
accounts and post-withdrawal disbursements 
to students according to the applicable federal 
laws and regulations 


Assist in reporting FSA expenditures to the 
Department in a timely manner 


Reconcile accounts, including 


* reconciling cash between school 
records and bank statements and 
reports 


reconciling federal funds between 
bank statements and federally 
reported balances 


Assist in completing applications, fiscal reports 
for federal funds, and FISAP 


Maintain a cash management system to meet 
disbursement requirements and federal laws 
and regulations 


Provide general stewardship for federal funds, 
including maintaining bank accounts and 
investments as appropriate 


Prepare for and participate in FSA program 
reviews and audits 


Before making a first disbursement of Direct 
Loan or Perkins Loan funds, confirm that 
new borrowers have completed entrance 
counseling? 


Ensure that Direct Loan and Perkins Loan 
borrowers have completed exit counseling 
within the time permitted by the appropriate 
regulations and school policies? 


Establish and monitor Federal Work-Study 
(FWS) payroll and time sheets* 
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At some schools, a separate student loan office collects these loans. 


At some schools, the financial aid office performs this function. 


At some schools, these activities are performed by the financial aid office. In addition, the business office may be re- 
sponsible for administering other aspects of the Federal Perkins Loan Program. While the financial aid office may be 
responsible for awarding Perkins Loan funds, the business office may be responsible for collecting and handling promis- 
sory notes, billing borrowers in repayment, collecting payments, authorizing deferments, cancelling loans, and reporting 


Perkins Loans to NSLDS. 


At some schools, the personnel office performs this function. 
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Synchronizing operations and responsibilities 


Typically, several offices at your school will share responsibility 
for managing any one FSA program. To illustrate this network of 
responsibilities, consider the relatively routine activity of managing FWS 
Program time sheets for student employees. The financial aid office 
typically authorizes FWS awards and monitors student earnings to ensure 
students have not exceeded their authorized awards. On the other hand, 
the business office usually processes payroll and monitors the school’s 
nonfederal share of FWS to ensure the school is adequately matching 
the federal share. Your school’s processes should demonstrate similar 
interdependence in your management of its FSA programs. To further 
explore this principle, if your school participates in the FWS programs, 
please complete the FWS questionnaire on the next page as it applies to 
your school. 
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FWS Questionnaire on Network of Responsibilities 


The Federal Work-Study (FWS) Program time sheet requires oversight certification. Who is 
authorized to certify that a student has worked the hours reported and earned the amount paid? 


Students must remain eligible from one term to the next. Who monitors student eligibility and 
academic progress? 


Some eligibility requirements are school policies. Who develops these policies for the school? 


Students are paid wages on the basis of their time sheets. 


. Who collects the time sheets from students? 


. Who processes the payroll? 


: Who reconciles the payroll to the time sheets? 
Students may only earn up to the amount of their authorized FWS awards. 


. Who determines the amount of the award? 


: Who monitors students’ earnings to ensure they do not earn more than that amount? 


Schools must develop and place students in FWS jobs. 
: Who locates and develops these jobs? 


: Who places students in these jobs? 


All schools are required to spend at least seven percent of the federal allocation of their FWS funds 
to employ students in community service positions. 


: Who locates and develops these jobs? 


. Who monitors the percentage of funds used for these jobs? 


Student earnings are part of the institution’s overall FWS budget. 


: Who develops the budget? 


. Who monitors allocations and disbursements? 


: Who monitors expenditures? 


Schools that receive FWS funds are required to apply for those funds and to report to the 
Department on the use of those funds. 


: Who completes the application? 


: Who completes the report? 
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INTERNAL CONTROLS—A SYSTEM OF 


CHECK AND BALANCES 


———————— In addition to having a well-organized financial aid office staffed 


Checks and balances 
34 CFR 668.16(0)(1) 


by qualified personnel, a school must ensure that its administrative 


34 CFR 674.19(a) 


34 CFR 675.19 
34 CFR 676.19 
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( 
( 


a) 
a) 


procedures for the FSA programs include an adequate system of internal 
controls or checks and balances. 


What is internal control 


Internal control is an integral component of an organization’s 
management. An effective internal control structure includes a school’s 
plan of organization and all the policies, procedures, and actions taken by 
the school to provide reasonable assurance that the school will achieve its 
objectives in the following areas: 

Effectiveness and efficiency of operations 
Accuracy of operating data 
Reliability of program reporting 


Protection of funds against fraud and misuse 


OU A aS bee = 


Compliance with organizational policies and applicable 
FSA laws and regulations. 


The first category addresses a school’s administrative objectives, 
including performance and financial goals and safeguarding of resources. 
The second relates to the need to ensure that the decisions made by a 
school in its day-to-day operations are based on accurate information. 
The third relates to the preparation of financial statements, audits, and 
other fiscal and operational reports a school is required to make to the 
Department. The fourth refers to a school’s fiduciary responsibility to 
safeguard FSA funds and ensure they are used for the purposes and by 
the recipients intended. The fifth addresses the requirement that a school 
comply with all applicable federal, and state, laws and regulations, as well 
as the regulations of its accrediting agency. 


Components of internal control 


Internal control consists of five interrelated components derived from 
the way a school is managed. The components are 


¢ — Control Environment—The control environment sets the tone 
of an organization and influences the mind-set of its employ- 
ees. It is the foundation for all other components of internal 
control, providing its discipline and structure. Control 
environment factors include the integrity, ethical values, and 
competence of the school’s people; management’s philosophy 
and operating style; and the way a school’s administration 
assigns authority and responsibility and organizes and develops 
its employees. 
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Administrators must convey the message that integrity and 
ethical values cannot be compromised, and employees must 
receive and understand that message. Adopting codes of con- 
duct and other policies regarding acceptable institutional prac- 
tices, conflicts of interest, and expected standards of ethical 
and moral behavior help establish an organizational climate 

in which the other components of internal control are able to 
achieve their purposes. 


¢ Risk assessment—Every entity faces a variety of risks from ex- 
ternal and internal sources. Risk assessment is the identifica- 
tion and analysis of risks that have the potential to negatively 
affect a school’s satisfactory management of the FSA programs, 
its financial strength, its public image, and the overall quality of 
its programs and services. 


Many techniques have been developed to identify risks. The 
majority—particularly those developed by internal and exter- 
nal auditors to determine the scope of their activities—involve 
qualitative or quantitative methods to prioritize and identify 
higher risk activities. The FSA Assessment Tools can help your 
school identify needed areas of improvement. In addition, your 
case management team can provide you with a list of those 
fiscal and administrative responsibilities that were most often 
problematic during recent program reviews. 


Certain circumstances demand special attention because of 
their potential impact on the control environment. For exam- 
ple, when any of the following occur, a school should examine 
the ways in which it affects the schools operations and the ap- 
propriate response. 


« Achange in the operating environment. Changes in 
the HEA or state law, ED’s regulations, or accrediting 
agency procedures might require a change in organi- 
zational procedures. 

e New personnel. Turnover of personnel in the absence 
of effective training and supervision can result in 
breakdowns in the control environment. 

e New or revamped information systems. Normally ef- 
fective controls can break down when new systems 
are developed, particularly when those systems are 
brought online under tight time constraints or at a 
critical time (e.g., just before registration). 

¢ Rapid growth. When a school experiences rapid 
growth in the number of FSA recipients or the amount 
of federal funds it is receiving on behalf of those re- 
cipients, existing control systems may break down. 

« New technology. When a new technology is incorpo- 
rated into management practices, a high likelihood 
exists that internal controls will need to be modified. 
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Adopting EFT as the method of distributing FSA 
credit balances, and changing to the use of smart cards 
as a mechanism for providing access to student’s FSA 
funds are examples of technologies that may require 
changes in control procedures. 


Information and communication. Pertinent information must 
be identified, captured, and communicated in a form and time 
frame that enables employees to carry out their responsibilities. 
One type of communication involves the creation of an 
appropriate control environment. A second involves 
operational, financial, and compliance related information. 


All employees must receive a clear message from senior 
administrators that control responsibilities must be taken 
seriously. Employees must understand their own roles in the 
internal control system, as well as how individual activities 
relate to the work of others. They must have a means of 
communicating significant information to those administrators 
who can affect change. 


Employees at all levels need access to information to make 
appropriate operational, financial, and compliance decisions. 
The quality of information is determined by the degree to 
which the 


¢ content is appropriate—Is the needed information 
there? 

¢ information is timely—Is it there when required? 

¢ information is current—Is it the latest available? 

¢ information is accurate—Are the data correct? 

e information is accessible—Can it be obtained easily by 
appropriate parties? 


Monitoring—Internal control systems need to be monitored— 
a process that assesses the quality of the system’s performance 
over time. This can be accomplished through ongoing moni- 
toring activities, separate evaluations, or a combination of the 
two. Ongoing monitoring occurs in the course of operations. 
It includes regular management and supervisory activities and 
other actions employees take in performing their duties. 


On the other hand, successful institutions pause from time to 
time to evaluate the degree to which they are achieving their 
objectives and plan for changes needed to improve perfor- 
mance where needed. Evaluating the success of internal control 
procedures should be part of an institution's periodic overall 
evaluations. 
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¢ Control Activities—Control activities are the policies and 
procedures that help ensure a school’s administrative directives 
are followed. They help guarantee that the actions necessary to 
reduce risk are carried out. Control activities occur throughout 
an organization and include a range of activities as diverse as 
approvals, authorizations, verifications, reconciliations, and 
periodic reviews of performance, security of funds, and 
separation of function. 


Control activities usually involve two elements: (1) a policy 
that establishes what should be done (and that serves as a basis 
for the second element), and (2) procedures to implement the 
policy. The most effective policies and procedures are those 
that are written. Control activities should be part of new 
employees’ orientation, and the subject of periodic training for 
continuing employees. 


Of course, no matter how well designed and operated, internal 
control cannot provide absolute assurance that all objectives will be 
met. Factors outside the control or influence of management can affect 
the entity’s ability to achieve all of its goals. In addition, modern data 
management systems create special problems because often, paper and 
audit trails may be problematic. Good systems of internal control should 
provide for paper documentation at key points in the electronic system. 


One key feature of any internal control system should be built in 
independent checks on performance. In large organizations, the internal 
audit function should report directly to the CEO or board of directors. 
This helps avoid the difficulties and conflicts of interests that result when 
the internal audit staff reports to the accounting manager, Vice President 
for Finance, or Chief Financial Officer. In small organizations where total 
separation of duties is not an economically viable alternative, owners and 
presidents must be involved in the control system through independent 
performance checks. In addition, they must assume key duties such as 
check signing and monthly bank account reconciliations. 


A thorough discussion of the creation of a school-wide 
internal control environment is beyond the scope of this 
volume. However, we want to emphasize the importance 
of a school-wide commitment to control activities that 


begins with a school’s chief executive and involves all 
employees who in any way participate in the school’s FSA 
programs or are responsible for FSA funds. 
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Separating functions 
34 CFR 668.16(c)(2) 


Lew 
Family defined 

A member of an individual's family is a 
parent, sibling, spouse, child, spouse’s 

parent or sibling’s, or child’s spouse. 


Definition of control 
34 CFR 600.30(b) 


Ownership interest 
34 CFR 668.15(f) 
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Control activities important in managing FSA funds 


To participate in federally funded student financial aid programs, a 
school must be able to demonstrate that adequate checks and balances 
are in place. A school’s internal control system should, at a minimum, 
include 


¢ separating the functions of authorizing and awarding FSA aid 
and disbursing FSA program funds; 


¢ taking trial balances (to determine whether accounts are in 
balance); 


¢ — reconciling cash (a reconciliation between accounting [ledger] 
balances and bank balances); 


¢ reconciling federal funds (ensuring that all federal funds 
drawn down are appropriately disbursed or returned within the 
time frames allowed by regulation); and 


¢ maintaining adequate electronic data processing (EDP) 
controls. 


A school should use its internal audits or external audits to verify 
that the systems of checks and balances in place at the school have been 
properly designed and are being followed routinely. 


The separation of functions 


To accomplish separation of duties, duties are divided among 
different individuals to reduce the risk of error or inappropriate action, 
(for example, when the employee or office responsible for safeguarding 
an asset is someone other than the employee or office that maintains 
accounting records for that asset). In general, responsibility for related 
transactions should be divided among employees so that one employee’s 
work serves as a check on the work of other employees. When duties are 
separated, there must be collusion between employees for assets to be 
stolen and the theft disguised in the accounting records. 


Federal regulations require a school to separate the functions of 
authorizing payments and disbursing funds so that no single office or 
individual exercises both functions for any student receiving FSA funds. 
Even very small institutions with limited staff are not exempt from this 
requirement. These two functions must be performed by individuals 
who are not members of the same family, who do not together exercise 
substantial control over the school, and who are organizationally 
independent. 


Individuals with responsibility for authorizing or disbursing FSA 
funds may perform other functions as well, but they may not perform 
both the authorization and disbursement functions. If a school performs 
these functions via computer, no one person may have the ability to 
change data that affect both the authorization and disbursement of FSA 
funds. 
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Typically, the financial aid office is responsible for authorizing 
disbursements by awarding aid through the need analysis and packaging 
processes. Awards are then turned over to a business office that typically 
requests funds from ED’s Grant Administration and Payment System 
(G5), and disburses the funds by crediting student accounts, delivering 
checks to students, authorizing an EFT, or delivering cash to students. 
The person (or office) that awards FSA funds may not sign checks or 
deliver them to students, nor be permitted to disburse cash to students, or 
to credit student accounts with FSA funds to cover allowable costs (such 
as tuition, fees, books, supplies, or other authorized charges). 


There should also be a segregation of functions within the business 
office. This separation should provide that the individual within the 
school who reconciles federal cash does not also receive federal cash 
or disburse it. This will ensure that several individuals at the school 
evaluate federal funds and, at each step of the process, that the applicable 
regulations are being followed. 


The person performing reconciliations should receive bank 
statements and Direct Loan reconciliation reports directly from the 
respective, appropriate sources. Supervisory approval of the completed 
reconciliations should also be obtained and documented on the forms. 


While electronic processes enhance accuracy and efficiency, they 
also can blur separation of functions so the awarding and disbursement 
occur virtually simultaneously. Schools must set up controls that prevent 
an individual or an office from having the authority (or the ability) 
to perform both functions. In addition, your system also should have 
controls that prevent cross-functional tampering. For example, financial 
aid office employees should not be able to change data elements that are 
entered by the registrar’s office. Finally, your system only should allow 
individuals with special security classifications to make changes to the 
programs that determine student need and awards, and it should be able 
to identify the individuals who make such changes. 


For further guidance on the separation of functions, contact the 
Department’s Case Management and Oversight Team that serves your 
school’s state. 


Remember, because electronic processes can blur separation 
of functions, a school must be careful to create controls 
that ensure separation of authorizing FSA payments and 


disbursing FSA payments. This also applies within the 
business office itself. One individual should not be solely 
responsible for receiving funds and reconciling those funds. 
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Internal Controls In Automated 
Systems 


Since no one person may have the ability 


to change data that affect both 


authorization and disbursement, if award 
entries made by the financial aid office 
automatically roll over and populate award 
fields in the business office, then the 
separation of functions must take place 


elsewhere. 


For example, if your system automatically 


awards funds based on a student’s 


budget and/or need, then your system 
must ensure that only employees with a 
special security standing can change those 
budgets or otherwise modify a student's 
award. In addition, your system must be 
able to identify any employee who makes 
a change to a data element or program 
that can affect the level of a student's 
award (anyone who initiates a budget or 


award override). 
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Trial balance 


A trial balance is the confirmation that debit and credit balances 
are equal. A trial balance for federal student financial aid programs is a 
confirmation that accounts receivable, program expenditures, and the 
cash balance equal the amount of aid that has been authorized by the 
financial aid office. 


To be effective, taking a trial balance should be performed at 
least monthly and reconciling cash should be performed when bank 
statements are received or at least monthly if statements are received 
more frequently. 


Reconciliation of bank records 


Since cash is more susceptible to manipulation than other assets, 
multiple checks and balances are necessary for effective internal control of 
cash. 


Reconciling cash is one confirmation that the cash balance shown 
in the school’s accounting records is in agreement with the balance 
reflected in the school’s bank statement. Differences between the school’s 
accounting records and the school’s bank statement balance can be 
caused by timing variances, errors, or unrecorded entries. The bank 
reconciliation process can lead to adjusting entries for 

¢« — bank service charges; 

¢ non-sufficient funds (NSF) charges; 
¢ — debit and/or credit memoranda; and 
¢ correcting errors. 

The individual performing bank reconciliation should be trained to 
recognize and report sources of errors such as 

¢ — delays in deposit; 

¢ checks that remain outstanding after long periods of time; 

¢ irregularities in funds transfers and adjustments; and 

¢ deviations on canceled checks (payee, signature, or endorse- 


ment). 


The prompt and thorough performance of bank reconciliation duties 
enhances the internal control system. 


Note that if a school maintains separate bank accounts for each 
program, a separate bank reconciliation process should be performed for 
each account/program. 
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Reconciling FSA funds 


Reconciliation of FSA funds is a key component of internal control 
in the FSA programs. A school reconciles data when, for example, on the 
FISAP it reports cumulative data for its Federal Perkins Loan portfolio. 

A school also performs reconciliation on an annual basis when it reports 
annual FSEOG data on the FISAP and when it closes out its general 
ledger. However, to help fulfill its responsibility to safeguard federal 
funds and ensure they are expended as intended, a school must perform 
reconciliation in each FSA program monthly. That is, to provide adequate 
internal controls, a school must have a system for comparing separately, 
for each FSA program, the total draws recorded in G5 in a 30-day period 
to the amount disbursed to students or returned to the Department and 
explaining all discrepancies. 


Reconciliation in the FSA programs is an internal control procedure 
that helps ensure that a school has met its fiduciary responsibility to 
use its FSA funds in the manner and for the purposes prescribed by 
regulations. The process of reconciliation as required in the regulations 
applies primarily to a school’s accounting records. Other internal control 
procedures ensure that a school’s other fiscal records and its program 
records are being maintained properly and that they accurately reflect the 
schools’s FSA operations. 


During reconciliation, a school compares its G5 records to its 
banking records, and the accounting entries in its FSA cash accounts 
to the accounting entries in its FSA disbursement accounts. The 
reconciliation process will seek to explain the differences between the 
funds the school received and the funds the school disbursed or returned. 


Regulations require that all federal funds drawn down be 
accounted for. Moreover, a school must identify expenditures of FSA 
funds on a student-by-student basis. So, if the trial balances run for one 
or more of the FSA programs fail to show that all federal funds received 
by the school were disbursed or returned in the time frames allowed by 
regulations, the school will have to examine its accounting detail (student- 
by-student records) to identify the discrepancies keeping the accounts out 
of balance. All discrepancies must be explained for the accounts to be 
considered reconciled. 


A key element in the reconciliation process is the clear audit trail a 
school’s accounting records should provide. That audit trail should track 
FSA funds from G5 to individual students. 


Part of the monthly reconciliation a school must perform requires 


examining fiscal and program records to ensure that they agree with and 
substantiate the reconciled accounting records. 


FSA HB July 2016 


Required fiscal records 
34 CFR 668.24(b) 


Reconciliation is one of the tools a school 
uses to evaluate its system for accounting 
for the receipt and expenditure of FSA funds 
in accordance with generally accepted 
accounting principles. 


Monthly reconciliation required 

34 CFR 674.19 (d)(1), 

34 CFR 675.19(b)(2)(iv), 34 CFR 676.19(b)(2), 
and 34 CFR 685.102(b) 


FSA Assessments 


The FSA Assessments can help you in 
reconciling and other fiscal management 
activities. Administrators may access the 
tools and training through the Quality 
Assurance Program Web page on IFAP. 
The direct links to the FSA Assessment 
Tools & Training are 


ifap.ed.gov/qahome/ 
assessmenttraining.html 


or 


ifap.ed.gov/qahome/fsaassessment. 
html 


As an alternative on the Quality Assurance 
Program home page FAA's may select 
“Training & Guidance” and then 

“FSA Assessments.” 


or 


“Tools for Schools” and then 
“FSA Assessments.” 


The Quality Assurance Program website is 
ifap.ed.gov/qahome/Default.html. 


The assessments that might be of special 
interest to the business office are 

Fiscal Management, Return of Title IV 
Funds, FSEOG, FWS, Perkins, and Default 
Prevention Management. 
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Example of An Audit Trail for an FSEOG Cash Draw 


Examining its cash draws as recorded in G5 for the previous 30- 
day period, a school finds a record of a drawdown of $75,000 in 
federal funds identified as FSEOG federal share. 


The school examines its bank records for the account the school 
has designated to receive FSA funds to ensure that the funds 
were received. 


In the school’s G5 Cash Control Account, the $75,000 is entered 
as an offset to $75,000 in G5 Accounts Receivable. 


The records show a $75,000 credit to the G5 Cash Control 
Account (an asset account) and a $75,000 debit to the income 
account, FSEOG Transfer from G5. 


At the same time the records should show that the school 
deposited its match'—credited its Institutional Cash Account 
with $25,000, and debited Institution’s Cash Contributions (its 
G5 income account) with $25,000. (Note that the detail record 
for this transaction is the school’s bank records and its internal 
subsidiary ledgers.) 


The records show a $75,000 credit in FSEOG Transfer from G5 
and $25,000 credit in Institution’s Cash Contributions and debits 
of $25,000 and $75,000 to the expense account Student Grants 
Paid—FSEOG. 


Student Grants Paid ——-FSEOG shows a credit of $100,000 to a 
the individual student accounts. (The records might show one 
credit of $100,000 to a memo account in which the detail of the 
individual students who received the grants is present.) 


The student account records (student account cards in a manual 
system) are fiscal records (not program records). The account 
records are the detail records that substantiate the subsidiary 
ledger Student Grants Paid. They substantiate that the $75,000 
G5 draw was used as intended. 


If a school matches with tuition, fees, room and board, waivers, etc., the school’s 
accounting records must show a clear audit trail from the noncash match in the 
student’s account to the Memo Account “Institution’s Noncash Contribution.” 
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Note: Generally, program records are maintained by 
the financial aid office and fiscal records by the 
business office. 


Questions you can ask about your program and fiscal records include 
the following: 


¢ What program records does your school use to determine the 
amount of your federal funds request to G5. Do the date and 
amount of your anticipated disbursements of grant, loan, and 
FWS payroll funds support the cash requests you've made to G5? 


¢ Do the amounts and dates of your school’s calculations of refunds 
or overpayments made or due to ED, and the amounts and dates 
of Return calculations for students who withdraw substantiate the 
entries in the G5 cash control contra account Funds Returned to 
ED? 


As part of your school’s internal control procedures, you should have 
a system that examines your fiscal and program records to ensure they 
are in agreement and support your accounting records. We will provide 
examples of those internal control procedures in our discussion of the 
individual FSA programs. 


Electronic data processing (EDP) controls 


The Department continues to encourage and support schools’ 
use of electronic recordkeeping and communications. Of course, any 
time a school uses an electronic process to transfer funds, record or 
transmit confidential information, or obtain a student’s confirmation, 
acknowledgment, or approval, the school must adopt reasonable 
safeguards against possible fraud and abuse. Reasonable safeguards 
include: 


¢ creating written policies and procedures for the security and 
proper operation of student information systems that go all the 
way down to the individual user level; 


¢ informing authorized users of guidelines for proper system use, 
and having users acknowledge their responsibilities by signing 
an acknowledgment statement; 


¢ issuing unique user IDs and passwords to each employee to en- 
sure individual user accountability; 


¢ changing passwords frequently; 
¢ — revoking access for unsuccessful log-ins; 


¢ segregation of computer security duties and responsibilities, 
including granting appropriate levels of access to staff and lim- 
iting an employee's access to only those functions necessary to 
perform his/her assigned duties; 
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¢ — establishing adequate software-security controls, audit func- 
tions, user identification, entry point tracking, and system 
surveys (these security controls should be sufficient to indicate 
or detect possible misuse, abuse, or unauthorized activity on 
the system), and conducting random audits of the system using 
the aforementioned functions; 


¢ providing adequate provisions for system and data back up, 
contingency, disaster recovery, and business resumption; 


¢ conducting security tests of code access; and 


¢ physical computer security. 


Before the start of an award year, you should test your school’s 
automated packaging program to ensure that the calculations used to 
determine the amount of students’ grant, loan, or FWS awards yield 
consistent results, and that the awards that result are within the amounts 
allowed by regulation. In addition, you should compare the records of 
awards made to students by the financial aid office to the records of those 
awards in the business office. 


Other checks and balances 
Assigning specific duties to individual employees 


When the responsibility for a particular work function is assigned 
to one employee or to a small group of employees, that employee (or 
that group) is accountable for specific tasks. Then, if a problem oc- 
curs, the employee responsible can be easily identified. 


Rotating job assignments 


Some schools cross train their employees and rotate job assign- 
ments each fiscal year. This policy discourages employees from 
engaging in long-term schemes to defraud the school and ED. 
Rotating assignments also makes it more likely that theft or misuse 
will be discovered quickly because an employee in a new assignment 
will quickly identify behavior or records that are out of compliance 
with school policy or ED regulations. 


Mechanical devices and system safeguards 


Requiring the use of simple mechanical devices can often reduce 
temptation and prevent theft. For example, schools that distribute 
FSA credit balances by check should adopt procedures that ensure 
that checks that cannot be delivered are returned to a lockbox type 
device—not to the school’s mail room. Returned checks should be 
recorded and provided the same safeguards as cash. 
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Policies and procedures manuals 


Control activities usually involve two elements—policies establishing 
what should be done, and procedures to effect the policies. For example, 
in evaluating satisfactory academic progress (SAP), a school might 
have a policy that, to be considered to be making satisfactory academic 
progress, a student must have a 2.0 GPA once that student has attempted 
60 credits. The procedures associated with that policy are the action 
steps the school takes to measure a student’s progress in increments and 
intervene with students who appear to be in danger of failing to achieve 
the required GPA. 


Many factors support the creation of a written policies and 


> fries vest The FSA Assessments can 
procedures manual for a school’s participation in the FSA programs. 


assist schools with creating a 


The first factor is compliance with Department regulations. In some policy and procedure manual. 
cases, e.g., verification deadlines, withdrawal procedures, approved leaves _| Administrators may access the tool 
of absence and SAP, schools are required by ED regulations to have CUO SLD AE OWEN se eles Aree 

’ : 7 Web page on IFAP. The direct link to the 
written procedures and to make them available. Second, for policies and ESATA Canc rice Gai rinit anon mah 
procedures to be created with input from all appropriate offices within creating a policy and procedure manual is 
an organization the draft versions must be in writing so everyone works accessible at 


from the same starting point. Third, thoughtful, conscientious, and 
consistent implementation of any organization-wide activity requires a 
mutually agreed upon and understood framework for the activity. 
Finally, a comprehensive, well-written policies and procedures manual Under the schools section, the first bullet 
can point—A Guide to Creating a Policies and 
Procedures Manual—will provide the 
necessary guidance. The direct link to this 
section is 


ifap.ed.gov/qahome/fsaassessment. 


html. 


¢ document how and when the school establishes specific 
policies and procedures; 


ifap.ed.gov/qahome/qaassessments/ 


¢ provide a single location for the school’s policies and proce- Frakincorapandpirantiallnttal! 


dures; 


¢ serve as a valuable reference during a program review or audit; 
and 


¢ provide the basis for orientation and training of new employees 
and refreshing the skills of current employees. 


The Department strongly recommends that participating schools create policies and 
procedures manuals that cover the entirety of the school’s participation in the FSA 
programs. We believe that an all-inclusive policies and procedures manual is critical to 
establishing internal controls and ensuring effective and efficient operation of a schools 
FSA programs. 


We encourage those individuals responsible for participating in schools’ business 
operations to join with their colleagues in financial aid in creating a comprehensive FSA 
policies and procedures manual for their schools. 
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Examples of Topics that Should be Included in 
a School’s FSA Policies and Procedures 


the organizational structure of the school’s business and financial aid offices including how your school 
determines the number of qualified individuals required to administer the Title IV Programs 


the schools procedures for ensuring its E-APP is kept current 


the checks and balances built into your school’s financial management systems that ensure separation of 
functions and cash control 


identification of the required coordinating official 


procedures for ensuring that the coordinating official is kept informed of all information received by the 
school that might affect a student's eligibility for federal student aid 


an annual calendar of aid-related activities 
a list of all financial charges 


descriptions of all financial assistance available at the school, the eligibility criteria, and the procedures for applying 
for aid 


procedures for processing aid applications 

policy and procedures for resolving conflicting information 

general financial counseling available to students 

general eligibility criteria for FSA program funds 

procedures for ensuring that all recipients meet FSA eligibility requirements 

eligibility criteria for school-based assistance 

the school’s packaging philosophy and the procedures for awarding FSEOG, Perkins Loans, and FWS jobs 
TEACH Grants—identifying eligible students, counseling, and awarding 

payment periods and loan periods 


procedures for ensuring that all students for whom funds are being requested have begun all the classes on 
which their aid is based 


procedures for determining that students who received a Direct Loan disbursement were enrolled in at least 
six credits at the time of the disbursement 


procedures for ensuring that individual Tile lV program requirements (for the award year or payment period) 
have been met before FSA funds are posted to a student's account 


procedures for requesting and drawing down federal funds 

disbursement procedures 

crediting student accounts 

variables considered and procedures applicable to using professional judgement 

variables considered and procedures applicable to changing dependency status (overrides) 
how, where, and for how long all documents relating to federal student aid are maintained 
the fiscal recordkeeping process 

the fiscal reporting process 


procedures for determining that students who failed to earn a passing grade in any of their courses remained 
in attendance through the 60 percent point in the period for which the student received FSA funds 
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the Return of Title lV funds procedures 
procedures for handling overpayments 


Federal Work-Study Program —Assigning FWS Jobs, job descriptions, rates of pay and the procedures for determining 
the rate of pay when a position has multiple rates, procedures for reporting FWS hours worked for on-and off- 
campus positions, payroll records and reporting procedures 


Job Location and Development (JLD) procedures and records, Work Colleges Program procedures and records 
Direct Loan—packaging, confirmation, Certifying, MPN, counseling, disbursing 


information on whether the school provides any of the required matches to federal funds for any of the 
Campus-Based programs from noncash sources and how that might affect a student’s FWS earnings 


monthly reconciliation procedures for all FSA programs 


Federal Perkins Loan Program Master Promissory Note (MPN), disclosure, counseling, records, forbearance, 
deferment, due diligence 


rules for recalculating Pell Grant and other FSA assistance when students add or drop classes 
carried forward/carried back procedures for FSEOG and FWS 

transferring funds between the Campus-Based programs 

NSLDS procedures and responsibilities 

G5 procedures and responsibilities 

FISAP procedures and responsibilities 

student and parent authorizations 

procedures for handling credit balances 

procedures for making post-withdrawal disbursements 

procedures to ensure security of returned checks 

procedures to ensure that FSA funds do not escheat, and other internal control procedures 
verification procedures and deadlines 

Satisfactory Academic Progress policies, including appeal procedures 

procedures for negotiating and recording those parts of contracts and consortia agreements 
procedures for ensuring compliance with regulations on correspondence and telecommunications limitations 
procedures for ensuring that required updates to the E-APP are filed in a timely manner 

the required voter registration program 

the required anti-drug program 


directions on how to obtain the reports a school is required to make available under The Campus Security/ 
Clery Act, The Student-Right-to-Know Act, and the Equity in Athletics Disclosure Act 


copies of all forms, applications, standard correspondence, and other materials routinely used by the business 
office and financial aid office 


method of insuring that all employees of the financial aid office receive up-to-date training on the 
administration of the FSA programs 


procedures for evaluating and improving the operations of the business and financial aid offices 


procedures for requesting and criteria for awarding Leaves of Absence 
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EVALUATING AND IMPROVING YOUR SCHOOL’S 
FINANCIAL MANAGEMENT SYSTEMS 


Improving the way schools manage the Federal Student Aid 
programs is a priority for the Department, and should be one for 
school business and financial aid officers. Strengthening your school’s 
administration of FSA aid begins with an annual analysis of existing 
procedures, practices, and polices, is followed by an honest evaluation of 
where you have been successful and where improvements are needed, 
and concludes with planning for the upcoming year. An annual program 
of analysis, evaluation, and planning can help your school ensure its 
compliance with statutory and regulatory requirements and promote 
constant improvement in your procedures, practices, and polices. 


The primary methods for evaluating a school’s management of the 
FSA programs are self-evaluation, and peer evaluation. 


Self-evaluation 


Compliance is a requirement, but quality is a choice. If your school 
is serious about this choice, the Department provides a way for you 
to conduct a practical self-evaluation of your FSA programs. The 
Department has developed an FSA Assessment Tool that is intended 
to help schools examine and improve their management of the FSA 
programs. 


The FSA Assessment Tool can be used to evaluate and analyze a 
school’s existing policies, procedures, and practices to determine where 
improvements are needed. The Department encourages schools to use 
the assessment activities on an ongoing basis to ensure compliance and 
establish the foundation for continuous improvement. 


The FSA Assessment Tool consists of a comprehensive set of activities 
and questions designed to help your school assess its current FSA 
operations. Each assessment contains the major functional requirements, 
as well as suggested assessment steps. 


The assessments can help you 


¢ anticipate and address problems; 
¢ — spot-check the systems you are using to manage information; 
¢ prepare for an audit or other review; 


¢ maximize the efficiency of your staff in handling their duties; 
and 


¢ continuously revise your approaches to management of the 
FSA programs according to your campus needs. 
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FSA Assessment topics currently available include the following: 
1. Student Eligibility 


Satisfactory Academic Progress 


FSA Verification, 


rw BS 


Institutional Eligibility 


¢ Recertification 
e Change In Ownership 
e Administrative Capabilities 


5. Default Prevention Management 
6. Consumer Information 
7. Fiscal Management 


e Disbursing Aid 
e Reporting and Reconciling 


8. Return of FSA Funds 

9. Perkins Due Diligence 

10. Perkins Repayment 

11. Perkins Cancellation 

12. Perkins Awarding and Disbursement 
13. Perkins Forbearance and Deferment 
14. Federal Work-Study 

15. FSEOG 

16. Automation 


To enhance their effectiveness, the Assessment Tools include 
activities to test compliance and procedures. The Assessment Tools 
also are linked to the latest regulations, Dear Colleague Letters, Federal 
Registers, and other related documents. Downloadable Microsoft Word 
documents include the hyperlinks as well. Those who download any of 
the FSA Assessments can access all hyperlinks through their Internet 
service provider (ISP). 


Since financial aid is an institutional responsibility, some assessments 
may need to involve several offices on campus (financial aid, business 
office, admissions) to complete the assessment. 


A second tool for self improvement is The Self-Evaluation Guide, 
published by the National Association of Student Financial Aid 
Administrators (NASFAA). It provides a step-by-step outline for 
reviewing financial aid and fiscal policies, procedures, and practices. It 
can help your school develop a comprehensive systems for evaluating its 
FSA participation. 
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Peer evaluation 


Peer evaluation is another technique your school can employ to 
obtain an independent, objective review of an your administration of FSA 
programs. A peer evaluator can be a financial aid administrator or fiscal 
officer from another school or a financial aid consultant. 


During a peer evaluation, a school obtains an objective assessment 
of its operation from someone at a similar school. The person 
performing the evaluation also benefits by getting a firsthand look at 
how another school manages financial aid programs. Comparing notes 
and exchanging ideas are methods by which colleagues in financial aid 
offices and business offices can share their expertise for improved FSA 
administration. 
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Introduction to Volume 35 


An overpayment occurs when the student receives more aid than he or she was eligible to 
receive. One kind of overpayment, traditionally called an overaward, results from changes 
in the students aid package; a second occurs when a student withdraws. This volume covers 
how a school should respond when a student withdraws. 


Here, we provide a summary of the changes and clarifications presented in greater detail in the chapters that 
follow. Alone the text herein does not provide schools with the guidance needed to satisfactorily administer 
the Title [V HEA programs. For more complete guidance, you should refer to the text in the chapters cited, the 
Code of Federal Regulations (CFR), and the Higher Education Assistance Act (HEA) as amended. 


Throughout this volume, new information is indicated with the following symbol: 


When the text represents a clarification rather than a change, it is indicated with: 


When we believe that historically there might be some misunderstanding of a 
requirement, we indicate that with: 


If we want to point out a bit of helpful information, we indicate it with: 


Finally, if we want to draw your attention to something, we indicate it with: 


Notes on Active Links 
At the top of each page you will find links to Dear Colleague Letters, the Code of Federal Regulation, and the 
Federal Student Aid Glossary and Appendices. 
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Major Changes 


Chapter 1—Withdrawals and the Return of Title lV Funds 


4 


We have revised the treatment of students who withdraw from 
clock-hour programs, non-term credit hour programs, and 
non-standard term credit-hour programs with terms that are 
not substantially equal (and in which no term is less than 9 
weeks in length), and then transfer to a new school or reenter 
the same school in a similar program. 


We have updated the chart on Loan Principles Applicable to Re- 
entry in and Transfer to Clock-Hour Programs, Non-Term Credit 
Hour Programs, and Nons2tandard Term Credit-Hour Programs 
with Terms that Are Not Substantially Equal (in which no term is 
less than 9 weeks in length). 


We have clarified how to perform a Return calculation when 
a transfer student with an abbreviated loan period withdraws 
from a non-term program, and have provided an example. 
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Withdrawals and the 
Return of 


Title [IV Funds 


CHAPTER T 


This chapter will discuss the general requirements for the treatment of federal student aid 
funds when a student withdraws and will then discuss the principles applicable to the work- 


sheets. 


WITHDRAWALS 


This chapter explains how federal student aid (FSA) Title IV funds 
are handled when a recipient of those funds ceases to be enrolled (100% 
withdrawal) prior to the end of a payment period or period of enrollment. 
These requirements do not apply to a student who does not actually cease 
attendance at the school. For example, when a student reduces his or her 
course load from 12 credits to 9 credits, the reduction represents a change 
in enrollment status, not a withdrawal. Therefore, no Return calculation is 
required. 


The Return of Title IV Funds (Return) regulations do not dictate an 
institutional refund policy. Instead, a school is required to determine the 
earned and unearned portions of Title IV aid as of the date the student 
ceased attendance based on the amount of time the student spent in 
attendance or, in the case of a clock-hour program, was scheduled to be 
in attendance. Up through the 60% point in each payment period or 
period of enrollment, a pro rata schedule is used to determine the amount 
of Title IV funds the student has earned at the time of withdrawal. After 
the 60% point in the payment period or period of enrollment, a student 
has earned 100% of the Title IV funds he or she was scheduled to receive 
during the period. 


For a student who withdraws after the 60% point-in-time, there are 
no unearned funds. However, a school must still determine whether the 
student is eligible for a post-withdrawal disbursement (PWD). 


The Return regulations do not prohibit a school from developing 
its own refund policy. However, the school must comply with refund 
policies required by a state or other outside agencies. Although a school, 
state or agency refund policy will determine the charges a student will 
owe after withdrawing, those policies will not affect the amount of Title 
IV Aid the student has earned under the Return calculation. 
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De 
Return of Funds 

HEA, Section 484B 

34 CFR 668.22 

DCL GEN-11-14, July 2011 


Reporting required 


If a school determines that a student 


has withdrawn, the student is no longer 
considered to be enrolled and in attendance. 
Therefore, the student is no longer 

eligible for in-school status or an in-school 
deferment, and the school must report the 
student as withdrawn in NSLDS Enrollment 
Reporting. Schools are encouraged to access 
the NSLDS Professional Access Website at 
https://www.nsldsfap.ed.gov/nslds_FAP/ 
and update the student's enrollment status 
to “W" to ensure the timeliest processing of 
the information. 


34 CFR 685.309 (b) and 34 CFR 682.610 (c)) 


The FSA Assessment module 


that can assist you in understanding 
and assessing your compliance with 
the provisions of this chapter is “Return 
of Title IV Funds,” at: 


http://ifap.ed.gov/qahome/ 
qaassessments/returntivfunds.html 
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General requirements 


Title IV funds are awarded to a student under the assumption 
that the student will attend school for the entire period for which the 
assistance is awarded. When a student withdraws, the student may no 
A student begins earning Title IV fundson | Jonger be eligible for the full amount of Title IV funds that the student 


his or her first day of attendance. Therefore, bsiaaliv scheduled t : 
even if a student withdraws before a Wes OME any, Senet LO seks: 


school’s census date, the school must 


When a Student Withdraws 
Before a School’s Census Date 


perform a Return calculation using the If a recipient of Title IV grant or loan funds withdraws from a 
number of days the student attended or school after beginning attendance, the amount of Title IV grant or loan 
oe OS eis ec noe te assistance earned by the student must be determined. If the amount 
student attended class as the numerator in : ; 

Step 2, Part H. disbursed to the student is greater than the amount the student earned, 


the unearned funds must be returned. If the amount disbursed to the 
student is less than the amount the student earned, and for which 
the student is otherwise eligible, he or she is eligible to receive a post- 
withdrawal disbursement of the earned aid that was not received. 


When a student is considered to have withdrawn 


A student is considered to have withdrawn from a payment period or 
period of enrollment if 


¢ — in the case of a program that is measured in credit hours, the 
student does not complete all the days in the payment period 
or period of enrollment that the student was scheduled to 
complete; 


¢ — in the case of a program that is measured in clock hours, the 
student does not complete all of the clock hours and weeks of 
instructional time in the payment period or period of enroll- 
ment that the student was scheduled to complete; or 


¢ for a student in a non-term or nonstandard-term program, the 
student is not scheduled to begin another course within a pay- 
ment period or period of enrollment for more than 45 calendar 
days after the end of the module the student ceased attending, 
unless the student is on an approved leave of absence, as de- 
fined later in this chapter. 


Please see Withdrawals from programs offered in modules later in 
this chapter for more information about withdrawals from modular 
programs. 


If a student remains enrolled only in non-Title IV-eligible 
courses 


A student’s schedule sometimes includes courses the student is taking 
for credit and for which he or she may receive Title IV funds, and courses 
for which the student may not receive FSA funds—courses the student is 
auditing, completing (courses in which he or she previously received an 
“Incomplete”), or repeating for a second or greater time (see Volume 1 for 
a discussion of when a student may and may not receive Title IV funds 
for retaking a course). 
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If a student ceases attendance (drops or withdraws) from all his or 
her Title IV eligible courses in a payment period or period of enrollment, 
the student must be considered a withdrawal for Title IV purposes. 


The principle is the same for programs offered in modules within 
terms. For example, a student is scheduled to attend one course in each 
of five modules during a semester. The student receives an incomplete 
in course number two in the second module and, because the student 
may not progress to course number three until course number two 
is completed, the student completes the remaining portion of course 
number two in the third module. While the student completes the 
incomplete portion of course number two in the third module, he or she 
is not be considered to be enrolled in the course for Title IV purposes, so 
attendance of just that course does not count as attendance for purposes 
of the Return of Title [V Funds requirements. Therefore, in accordance 
with the requirements for the treatment of students in program offered 
in modules, the institution would need to obtain written confirmation 
of future attendance in a Title IV eligible course later in the semester at 
the time that would have been a withdrawal in accordance with 34 CFR 
668.22(a)(2)(ii), or put the student on an approved leave of absence for 
the student not to be considered a withdrawal for Title IV purposes. In 
the absence of written confirmation of future attendance or being placed 
on an approved leave of absence, a Return to Title IV Funds calculation 
would be required. However, if the student subsequently returns to a 
Title IV eligible course later in the period, the student’s Return of Title IV 
Funds calculation would be undone in accordance with 34 CFR 668.22(a) 


(2)(iii). 


For the student enrolled in modules within terms not to be 
considered a withdrawal for Title IV purposes, in accordance with 
the requirements for the treatment of students in programs offered in 
modules, the school would need to either: (1) obtain written confirmation 
of future attendance in a Title IV eligible course later in the semester; 
or (2) put the student on an approved leave of absence. Of course, 
if the student subsequently returns and begins attending a Title IV 
eligible course later in the period, the student’s Return of Title IV Funds 
calculation would be undone in accordance with 34 CFR 668.22(a)(2) (iii). 


When a student who fails to begin attendance in all the 
courses he or she was scheduled to attend, withdraws 


Anytime a student begins attendance in at least one course but does 
not begin attendance in all the courses he or she was scheduled to attend, 
regardless of whether the student is a withdrawal, the school must check 
to see if it is necessary to recalculate the student’s eligibility for Pell 
Grant and Campus-Based funds based on a revised enrollment status 
and cost of education. If the student is a withdrawal, this recalculation 
must be done before performing a Return of Title IV Funds calculation, 
and the school must use the recalculated amounts of aid in the Return 
calculation. 
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Repeated coursework 


A student may receive Title IV aid for 

any repetition of a course as long as the 
student has never passed the course. 
However, once a student has passed a 
course, the student may receive Title IV 
aid for only one retaking of that course. 
A student may not receive Title IV aid 

for any second or subsequent repetition 
of a passed course, and a second or 
subsequent repetition of a passed course 
may not be counted toward the student's 
enrollment status for Title IV purposes. 


You can find additional information related 
to retaking coursework as part of the 
Program Integrity Questions and Answers 
on Retaking Coursework at 
wwwz2.ed.gov/policy/highered/reg/ 
hearulemaking/2009/course.html 

in the preamble to the regulations— 
Federal Register/Vol. 75, No. 209/Friday, 
October 29, 2010, E-Announcement 2011- 
09-02, and Volume 3. 


Recalculation for students 
withdrawing from non-term 
programs offered in modules 


Any time a student enrolled in a non- 
term program offered in modules 
changes his or her enrollment status 
before beginning all the classes on 
which the student's eligibility for federal 
student aid was calculated, the school 
must recalculate the student's Cost of 
Attendance (COA) to determine if the 
student's eligibility for Campus-Based 
funds has changed. The school may 

not include in the COA costs associated 
with any classes the student failed to 
begin. The school does not have to 
recalculate the student's eligibility for 
Pell Grants because Pell eligibility for a 
student enrolled in a non-term program 
is always based on the full-time 
enrollment schedule. A school does not 
have to recalculate a student's eligibility 
for Direct Loans as long as the student 
has begun attendance in at least one 
class. 


See the discussion under Title 


IV Aid that could have been disbursed later 
in this chapter for a complete discussion of 
that topic. 
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Technical Questions 


Technical questions on the Return of Title 
IV funds Web product are handled by the 
CPS at: 

1-800-330-5947 
or via email at 

cpssaig@ed.gov 


Access to R2T4 Web Product 
via CPS Online 


Individual staff members must be enrolled 
in the SAIG in order to have access to the 
Return Web product. 


Your school’s SAIG Destination Point 
Administrator (DPA) can enroll the 
selected staff members via the SAIG 
Enrollment website at: 


http://fsawebenroll.ed.gov 


Consumer information 
HEA Sec. 485(a)(1)(F), 34 CFR 668.43 


For more information, see chart on 
“Institutional and Financial Assistance 
Information for Students” in Volume 2. 


Changing the Basis of the 
Calculation 


A school may change the basis for its 
Return calculations for new students as 
they begin classes. However, for 
continuing students, since the institution's 
Return policy must be included in the 
published materials the school provides to 
students as part of the consumer 
information requirement, the school would 
have to change its catalog, its written 
policies and procedures, and its enrollment 
agreements (if any), and allow sufficient 
time for those continuing students who 
would be governed by the new policy to 
receive and review the materials. 


If a student who has withdrawn did not begin attendance in enough 
courses to establish a half-time enrollment status, the school may not 
make a first disbursement of a Direct Loan to the student after the 
student withdraws. However, the funds are included as Aid that could 
have been disbursed in the Return calculation. For more information, 
please see the discussion under Withdrawals from programs offered in 
modules later in this chapter. 


Worksheets and the Return of Title lV funds 
Web product 


The Department (ED) has developed worksheets and software to 
assist schools in implementing the Return regulations (you can find 
blank worksheets at the end of this chapter). There is one worksheet for 
students who withdraw from credit-hour programs and one for students 
who withdraw from clock-hour programs. These worksheets are also in 
portable document file (PDF) format on the Department’s Information 
for Financial Aid Professionals website at: 


www.ifap.ed.gov/ifap/wst.jsp 


The Department has developed a Return of Title [V Aid Web 
product. It is accessible via the main menu of the FAA Access at the CPS 
Online website: 


https://faaaccess.ed.gov/FOT W WebApp/ faa/faa.jsp 


The Return of Title IV Funds on the Web (R2T4) in FAA Access 
to CPS Online has not been updated to include Iraq and Afghanistan 
Service Grants. If schools need to complete an R2T4 calculation for a 
student who received the Iraq and Afghanistan Service Grant, they should 
use the worksheets described above. 


The use of the Department’s worksheets and the Web Product is 
optional. 


Consumer information 


In the consumer information a school must make available upon 
request to prospective and enrolled students, the school must include a 
statement of 

¢ any refund policy with which the school must comply, 


¢ the requirements for the treatment of Title IV funds when a 
student withdraws, and 


¢ the requirements and procedures for officially withdrawing 
from the school. 
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A school should provide sufficient information for a student 
or prospective student to be able to determine the procedures for 
withdrawing and the financial consequences of doing so. In addition, 
a student should be able to estimate how much federal student aid he 
or she will retain and how much he or she may have to return upon 
withdrawing. Because the Return provisions do not affect institutional 
refund policies, a school must provide a student with information on 
both the school’s refund policy and the federal Return requirements, and 
explain the interaction between the two. The information should include 
a discussion of how a school might adjust a student’s charges to take into 
account any Return of FSA funds the school might be required to make. 
Finally, a student or prospective student should be informed that ifhe or 
she withdraws, school charges that were previously paid by FSA funds 
might become a debt that the student would be responsible for paying. 


As a part of the institution’s disclosure of the procedures for officially 
withdrawing, the school must identify the office or offices that it has 
designated to accept notification of official withdrawals. 


GENERAL TITLE IV PRINCIPLES WITH SPECIAL 
APPLICABILITY IN THE RETURN OF TITLE IV AID 


Definition of a Title IV recipient 


The requirements for the treatment of Title 1V funds when a student 
withdraws apply to any recipient of Title IV grant or loan funds who 
ceases all attendance. For purposes of these requirements, a recipient 
of grant or loan assistance is a student who has actually received 
Title IV funds or has met the conditions that entitled the student to 
a late disbursement. These conditions are listed in a chart on Late 
Disbursements in Volume 4. The return requirements apply only to the 
receipt of or qualification for aid that can be included in the calculation. 
For example, the requirements of 34 CFR 668.22 do not apply to Federal 
Work-Study (FWS) funds. Therefore, the Return requirements do not 
apply to a student if the only Title IV program assistance that the student 
has received or could have received was FWS funds. 


Please note that if the student never actually began attendance for 
the payment period or period of enrollment, 34 CFR 668.22 does not 
apply. Likewise, if a student began attendance but was not and could not 
have been disbursed Title IV grant or loan funds prior to withdrawal, 
the student is not considered to have been a Title IV recipient and the 
requirements of 34 CFR 668.22 do not apply. In these cases, Title IV 
funds would be handled in accordance with other Title IV regulations 
(see sidebar). 
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Sample Summary Provided 


A sample summary of the requirements of 
34 CFR 668.22 is provided at the end of this 
chapter. 


Title IV Recipient 


In determining whether the requirements 
of 34 CFR 668.22 apply, a school must first 
determine whether a student was eligible 
to receive any Title IV funds. 


If a Student Withdraws Before 
Title IV Funds Are Disbursed 
Even if a student paid all institutional 


charges and ceased enrollment prior to 
Title lV funds being disbursed, if Title IV 


funds could have been disbursed, the 
institution must determine the Title IV 
funds earned by the student and follow the 
procedures for making a post-withdrawal 
disbursement. 


Returning funds for students 
who do not register or fail to 
begin attendance 

34 CFR 668.21 

34 CFR 668.167 

34 CFR 674.16(f)(1)&(2) 

34 CFR 676.16(d)(1)&(2) 

34 CFR 685.303(b) 
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No earlier verification 
deadline for Pell 


For the Pell and Iraq and Afghanistan 
Service Grant programs, a school may 

not establish an earlier deadline than 

that established by the Department in its 
annual notice. Therefore, if a Pell-eligible 
student submits the documents required 
for verification no later than 120 days after 
the student's last day of attendance or 

the deadline established each year by the 
Department, whichever is earlier, a school 
must make any applicable post-withdrawal 
disbursement of the student's Pell Grant. 
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Verification 


The Return calculations impose no additional liability for interim 
disbursements made to students selected for verification. However, the 
Return requirements do place limits on interim disbursements that can 
be made to students selected for verification who have ceased attendance. 
A school may not make an interim disbursement to a student after the 
student has ceased attendance. 


The Department establishes deadlines for the submission of required 
verification documents that apply to all Title IV programs. 


For the Campus-Based Program and Direct Loan Program, a 
school may establish an institutional verification deadline that may be 
earlier than the date established by ED. The institution must include its 
verification deadlines in the consumer materials it provides to students. 


When a school is completing a Return calculation for a student 
subject to verification the following rules apply: 


e A school must offer any post-withdrawal disbursement of loan 
funds within 30 days of the date the school determined the stu- 
dent withdrew. A school must always return any unearned Title 
IV funds it is responsible for returning within 45 days of the 
date the school determined the student withdrew. 


« Aschool must disburse any Title IV grant funds a student is 
due as part of a post-withdrawal disbursement within 45 days 
of the date the school determined the student withdrew and 
disburse any loan funds a student accepts within 180 days of 
the date the school determined the student withdrew. 


e Unless a student subject to verification has provided all 
required verification documents in time for the school to meet 
the Return deadlines, the school includes as Aid disbursed or 
Aid That Could Have Been Disbursed in the Return calculation 
only those Title IV funds not subject to verification. 


¢ Ifa student who failed to provide all required verification doc- 
uments in time for the school to meet the Return deadline later 
provides those documents prior to the applicable verification 
deadline, the school must perform a new Return calculation on 
all of the aid the student qualified for based on the completed 
verification documents and make the appropriate adjustments. 


When verification is completed before the Return deadlines 


A school must offer any post-withdrawal disbursement of loan funds 
within 30 days of the date of the school’s determination that the student 
withdrew, and return any unearned funds and make a post-withdrawal 
disbursement of grant funds within 45 days of that date. If a student 
provides all documents required for verification after withdrawing but 
before the verification submission deadline, and in time for the institution 
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to meet the 30-day Return deadline, the institution performs the Return 
calculation including all Title IV aid for which the student has established 
eligibility as a result of verification and for which the conditions of a late 
disbursement had been met prior to the student’s loss of eligibility due to 
withdrawal. (See Volume 4 and 34 CFR 668.164(g)(2).) 


When verification is not completed before the Return deadlines 


If a student who has withdrawn does not provide the required 
documents in time for the school to complete the verification process 
and meet the Return deadlines noted previously, the institution includes 
in the Return calculation only the Title IV aid that was not subject to the 
verification process. For a student who failed to provide all required ; i 

i : . . : school is unable to meet the requirement 
verification documents, the only aid that may be included in a Return to offer a post-withdrawalidisbursement 
calculation are Direct PLUS Loan funds and Direct Unsubsidized Loan directly to a student (or parent for a Direct 
funds (verification is not required for receipt of these funds) for which PLUS Loan) within 30 days of the date 
the conditions of a late disbursement (as discussed under Title IV Aid of the school’s determination that the 
that could have been disbursed) were met prior to the student’s loss of 


Verification and the 30-day 
Deadline 


If, because verification is not complete, a 


student withdrew, once verification is 
complete, the school must perform a new 


eligibility due to withdrawal. Return calculation. The school must offer 
the funds as soon as possible and should 
If a school has made an interim disbursement to a student who has provide the student or parent with the 


minimum 14-day (or longer as a result of 


failed to provide all the documents required for verification in time for 
HERA) response period whenever possible. 


the school to meet the 45-day Return deadline, the student has failed 
to establish eligibility for the Title IV funds affected by verification. A school must make any post-withdrawal 
Therefore, the institution must return any Title IV funds subject to disbursement that results from the new 
verification that were disbursed to the student on an interim basis and Return calculation as soon as possible but 
may not include any of those funds as aid that was or could have been pee ee ee eas 
disbursed in the Return calculation. 


When verification is completed after the Return deadlines 


If, before the verification deadline but after the institution 
has completed the Return calculation, a student provides all the 
documentation required for verification, the institution must perform 
a new Return calculation including, as Aid that could have been 
disbursed all federal student aid for which the student has established 
eligibility based upon verification and for which the conditions of a 
late disbursement have been met prior to the student's loss of eligibility 
due to withdrawal. If, as a result of verification, the student’s eligibility 
for Federal Pell Grant, Iraq and Afghanistan Service Grant, Federal 
Supplemental Educational Opportunity Grant (FSEOG), TEACH Grant 
and Federal Perkins Loan funds has been reduced, only the reduced 
amount is included in the new Return calculation. 


For additional information on verification, please consult 
The Application and Verification Guide. 
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Maximum time frame 
for LOA 


When calculating the maximum time- 
frame for a student's approved LOA, 
the school must ensure that it accounts 
for all periods of nonattendance 
(including weekends and scheduled 


breaks). 


Thus, since an approved LOA may not 
be more than 180 days, a school might 
have to reduce the length of a student's 
LOA if the 180th day is scheduled to fall 
ona day the school would be closed. 


Full tuition credit 


An institution may grant a full tuition credit 
toward the course the student chooses 

to reenter as a way to comply with the 
requirement that the institution not assess 
the student any additional charges upon 
return from an approved leave of absence. 


Disbursement rules for students 
on leave of absence 
You may NOT make a disbursement of the 


proceeds of a Direct Loan to a student on 
an LOA. 


You may disburse Pell Grant, lraq and 
Afghanistan Service Grant, FSEOG, and 
Perkins Loan funds to a student on an LOA. 


You must pay any funds that are part of a 
Title IV credit balance (and therefore are 
funds that have already been disbursed) to 
a student on an LOA. (See the discussion 
under Treatment of Title IV credit balances 
when a student withdraws later in this 
chapter.) 


Approved leave of absence 


A leave of absence (LOA) for Return of Title IV funds purposes is 
a temporary interruption in a student’s program of study. LOA refers 
to the specific time period during a program when a student is not in 
attendance. An LOA is not required if a student is not in attendance only 
for an institutionally scheduled break. However, a scheduled break may 
occur during an LOA. 


An LOA must meet certain conditions to be counted as a temporary 
interruption in a student’s education instead of being counted as a 
withdrawal requiring a school to perform a Return calculation. If an 
LOA does not meet the conditions in 34 CFR 668.22(d), the student is 
considered to have ceased attendance and to have withdrawn from the 
school, and the school is required to perform a Return calculation. 


For an LOA to qualify as an approved LOA: 


¢ the school must have a formal written policy regarding leaves 
of absence requiring that all requests for leaves of absence be 
submitted in writing and include the reason for the student's 
request; 


¢ the student must follow the school’s policy in requesting the 
LOA; 


¢ there must be a reasonable expectation that the student will 
return from the LOA; 


¢ the school must approve the student’s request for an LOA in 
accordance with the school’s policy; 


¢ the institution may not assess the student any additional in- 
stitutional charges, the student’s need may not increase, and 
therefore, the student is not eligible for any additional federal 
student aid; 


¢ the LOA, together with any additional leaves of absence, must 
not exceed a total of 180 days in any 12-month period; 


¢ — except in a clock-hour or non-term credit-hour program, a stu- 
dent returning from an LOA must resume training at the same 
point in the academic program that he or she began the LOA; 
and 


¢ — if the student is a Title IV loan recipient, the school must ex- 
plain to the student, prior to granting the LOA, the effects that 
the student’s failure to return from an LOA may have on the 
student's loan repayment terms, including the expiration of the 
student's grace period. 


A student granted an LOA that meets the criteria in this section is 
not considered to have withdrawn, and no Return calculation is required. 
Upon the student’s return from the leave, he or she continues to earn the 
federal student aid previously awarded for the period. 
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Written formal policy required 


Among the policies and procedures a school must maintain is one 
that discusses the procedures a student must follow in applying for aleave | Do not confuse a Return of Title IV 


of absence and the criteria the school will apply in determining whether Funds Approved LOA with your school's 
academic LOA. Many schools have 


academic policies that allow them to 


to approve the application. A school’s LOA policy must specify that all 
requests for an LOA be submitted in writing, be signed, and be dated. temporarily extendithe lenatheta 
student's academic term in the event of 
As mentioned previously, the regulations provide that a school must conditions that prevent the student's on- 

determine, before it grants an LOA, that there is a reasonable expectation _| time Tapa of . capita period. 
that the student will return from the leave. For the school to make such ee ee ee 

— napa meet the requirements of a Return of Title 
a determination and ensure that the student meets the criteria in the IV Funds Approved LOA. 
school’s LOA policy, the school must know the student’s reason for 
requesting the leave. Therefore, a school’s LOA policy must specify 
that the reason for a student’s leave request be included on a student’s 
application for an LOA. 


A school’s policy must require a student to apply in advance for an 
LOA unless unforeseen circumstances prevent the student from doing so. 
For example, if a student were injured in a car accident and needed a few 
weeks to recover before returning to school, the student would not have 
been able to request the LOA in advance. A school may grant an LOA to 
a student who did not provide the request prior to the LOA due to 


unforeseen circumstances if the school documents the reason for its A school that grants a student an 
decision and collects the request from the student at a later date. In this approved rae of Absence must, in : 
example, the beginning date of the approved LOA would be determined Nee le tienen nena teers 


student with a status of “A” (Approved 
by the school to be the date the student was unable to attend school beaver Abseneeh: - 


because of the accident. 


A school must publicize its LOA policy. The school may do this by 
including that policy in the consumer information the school makes 
available to students (see Volume 2). 


Reasonable expectation of return 


This condition is specified to make clear that a school may not grant a 
student an LOA merely to delay the return of unearned Title IV funds. 
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Completion of coursework upon return in term-based 
credit-hour programs 


Approved leaves of absence are viewed as temporary interruptions 
in a student’s attendance. For term-based programs, a student returning 
from an LOA must complete the term to be eligible to receive a second or 
subsequent disbursement. 


Therefore, for students enrolled in credit-hour term programs, for an 
LOA to be an official LOA, a school must allow a student returning from 
an LOA to complete the coursework that he or she began prior to the 
LOA. In addition, the institution may not impose additional charges and 
may not award the student additional Title IV assistance. 


Completion of coursework upon return in clock-hour and 
credit-hour non-term programs 


For non-term-based programs, the regulations provide that the 
payment period is the period of time it takes a student to complete both 
half the number of credits and half the number of weeks of instruction 
in the academic year, program, or remainder of the program. For clock- 
hour programs, the payment period is the period of time it takes a 
student to complete half the number of clock hours and half the weeks 
of instructional time in the academic year or remainder of the program. 
Therefore, for clock-hour and non-term programs, it doesn’t matter 
whether the student returns to the same course and point when the LOA 
began or the student starts in a new course within the program (so long 
as there are no additional charges). The student simply has to complete 
the number of clock hours or credit hours and the weeks of instruction in 
the payment period. 


A student may return early from a leave of absence 


A school may permit a student to return to class before the expiration 
of the student’s LOA to review material previously covered. However, 
until the student has resumed the academic program at the point he or 
she began the LOA, the student is considered to still be on the approved 
LOA. 


If a student returns early, the days the student spends in class 
before the course reaches the point at which the student began his or 
her LOA must be counted in the 180 days maximum for an approved 
leave of absence. ‘That is, a student repeating coursework while on an 
LOA must reach the point at which he or she interrupted training within 
the 180 days of the start of the student’s LOA. 
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The requirement that an institution not impose additional charges 
when an approved LOA ends and the student resumes his or her program 
of study applies when a student returns to repeat prior coursework. 
Moreover, even if the student enters at the beginning of the module or 
course from which he or she took the leave of absence, a student is not 
eligible for any additional Title IV program assistance for this preparatory 
phase. 


Since a student is still considered to be on an LOA while repeating 
prior coursework, if the student fails to resume attendance at the point 
in the academic program where he or she interrupted training at the 
beginning of the LOA, the student must be treated as a withdrawal. In 
that case, at an institution that is not required to take attendance, the date 
of the student’s withdrawal that must be used in the Return calculation is 
the date the student began the LOA. 


At an institution that is required to take attendance, the Last Date 
of Attendance (LDA) is used as the withdrawal date for a student that 
does not return from an LOA. 


Leaves of absence versus the grade of incomplete 


At term-based schools, students who are unable to complete the 
requirements of an individual course are often assigned the grade of 
incomplete (I). Students are usually expected to complete the required 
work within a reasonable time to receive credit and a passing grade. 


If a student is assigned an incomplete status for one or several courses 
but continues to attend other courses, the student is not considered to 
have withdrawn. A student who is awarded the grade of incomplete in all 
of his or her classes is not considered a student on an approved LOA 
unless the LOA meets the criteria in this section. 


Because of the criteria that must be met for an LOA to be an 
approved LOA, term-based schools can grant LOAs that meet the 
Department’s criteria for an approved LOA in a very limited number 
of cases. A term-based, credit-hour institution that wishes to explore 
the possibility of granting an LOA that meets the criteria specified in 34 
CFR 668.22(d) should call its School Participation Team for additional 
information. 
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If a student on an Approved Leave of 
Absence fails to return within 180 days, 


the school must, in NSLDS Enrollment 
Reporting, report the student as withdrawn 
with the date the student began the LOA 
as the effective date. 


Deferment or Forbearance 


A student who has exhausted his or 


her grace period and is unable to begin 
repayment of an LOAn may apply for a 
deferment or forbearance of payment. 


No additional charges for students on an LOA 


An LOA isa temporary break in the student’s attendance during 
which, for purposes of determining whether a Return calculation is 
required, the student is considered to be enrolled. Since students who are 
continuously enrolled are not assessed additional charges, any additional 
charges to a student, even minimal reentry charges, indicate that the 
institution does not truly consider the student to be on an approved LOA. 


No additional Title IV assistance while a student is on LOA 


Since an institution may not assess any additional charges to 
a student returning from LOA, the institution may not award any 
additional Title IV aid until the student has completed the coursework in 
which the student was enrolled when the leave was granted. 


An LOA may not exceed 180 days in any 12-month period 


Institutions, at their discretion, may grant a student multiple leaves of 
absence as long as the total number of days for all leaves does not exceed 
180 days within a 12-month period. This 12-month period begins on the 
first day of the student’s initial LOA. 


When a student fails to return from a leave of absence 


At an institution not required to take attendance, if a student does not 
return to the school at the expiration of an approved LOA (or a student 
takes an unapproved LOA), the student’s withdrawal date is the date the 
student began the LOA. At an institution required to take attendance, the 
withdrawal date for the same student would always be the student's last 
day of attendance. 


Explanation of the consequences of withdrawal to 
loan recipients granted an LOA 


A student who is granted an approved LOA remains in an in-school 
status for Title IV loan repayment purposes. If a student on an approved 
LOA fails to return, the school must report to the loan holder the 
student’s change in enrollment status as of the withdrawal date. 


One possible consequence of not returning from an LOA is that a 
student’s grace period for a Title IV program loan might be exhausted. 
Therefore, for an LOA to be an approved LOA, prior to granting a 
leave of absence, a school must inform a student who is a Title IV loan 
recipient of the possible consequences a withdrawal may have on the 
student’s loan repayment terms, including the exhaustion of the student’s 
grace period. 
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Unapproved leaves of absence 


A school may grant a student an LOA that does not meet the 
conditions to be an approved LOA for Title IV purposes (for example, 
for academic reasons). However, an LOA that does not meet all of the 
conditions for an approved LOA is considered a withdrawal for Title IV 
purposes. The student’s withdrawal date at an institution not required to 
take attendance is the date the student begins the LOA. At an institution 
required to take attendance, the student’s withdrawal date is the student’s 
last day of attendance. 


An unapproved LOA may not be treated as an unofficial 
withdrawal. An unofficial withdrawal is one where the school has not 
received notice from the student that the student has ceased or will cease 
attending the school. If a school has granted a student an unapproved 
LOA, the school would know immediately that the student had ceased 
attendance for Title IV purposes and must use the specified withdrawal 
date in the Return calculation. 


INSTITUTIONAL CHARGES 


Institutional charges are used to determine the portion of unearned 
Title IV aid that the school is responsible for returning. Schools must 
ensure that all appropriate fees, as well as applicable charges for books, 
supplies, materials, and equipment, are included in Step 5, Part G of the 
Return calculation (see Example of school charges versus non-school 
charges later in this chapter). Institutional charges do not affect the 
amount of Title IV aid that a student earns when he or she withdraws. 


Use of institutional charges in determining a 
school’s responsibility for Return 


The institutional charges used in the calculation usually are the 
charges that were initially assessed the student for the entire payment 
period or period of enrollment as applicable. Initial charges may only 
be adjusted by those changes the institution made prior to the student’s 
withdrawal (for example, for a change in enrollment status unrelated to 
the withdrawal). If, after a student withdraws, the institution changes 
the amount of institutional charges it is assessing a student or decides to 


eliminate all institutional charges, those changes affect neither the charges 


nor aid earned in the calculation. (Please see Step 3—Amount of Title 
IV aid earned by the student, for a further discussion of aid earned and 
institutional charges.) 


The return regulations presume that Title IV program funds are used 
to pay institutional charges ahead of all other sources of aid. Institutional 
charges may not be reduced even if other sources of aid are used to pay 


those charges. For example, a school may not reduce institutional charges 


when an outside agency supplying aid requires that aid to be used for 
tuition. 
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Institutional charges 
34 CFR 668.22(g)(1)(ii) 

34 CFR 668.22(g)(2) 
DCL-GEN-00-24 


Fees as noninstitutional charges 
Application fees are excluded from 
institutional charges because they are not an 
educational cost. (Federal Register, Vol. 59, 
No. 82, April 29, 1994, page 22356). 


If an institution enters into a contract 

with a third party to provide institutional 
housing, the institution has to include the 
cost of housing as an institutional charge in 
a Return calculation. 


Charges for non-Title IV 
eligible courses 


A school should not include in Step 5, 
Block L, tuition charges for courses for 
which the student may not receive Title IV 
funds. 
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Prorating charges 
34 CFR 668.22(g)(3) 


Waiver Example 


An institution charges state residents $900 
per semester. Out-of-state students are 
charged an additional $2,000 for a total 

of $2,900. However, the institution grants 
waivers of the out-of-state charges to out- 
of-state athletes. The waiver is considered 
a payment to those charges (estimated 
financial assistance), and the full $2,900 
would need to be included in any Return 
calculation. 


When to prorate charges 


When a school chooses to calculate the treatment of Title IV, HEA 
program assistance on a payment period basis for a non-term credit-hour 
or clock-hour program but the school charges for a period longer than 
the payment period (most likely the period of enrollment), there may not 
be a specific amount that reflects the actual institutional charges incurred 
by the student for the payment period. (Again, institutional charges 
incurred by the student are charges for which the student was responsible 
that were initially assessed by the institution for the payment period or 
period of enrollment.) 


When a student is charged for a period longer than a payment period, 
the institutional charges incurred by the student for the payment 
period generally are a prorated amount of institutional charges for the 
longer period. However, if a school has retained federal student aid funds 
in excess of the prorated amount to cover institutional charges, then the 
institutional charges for the payment period are the amount retained for 
the period. 


If a school charges by the period of enrollment but performs its 
Return calculation on a payment period basis, before entering data in 
Step 5, Part L of the Return calculation, the school must determine 
whether to enter: (a) the prorated amount of all institutional charges, or 
(b) the amount the school retained. To do this, first, the school prorates 
all institutional charges. Then, the school must determine the amount 
actually retained. The school compares the two results and enters in Step 
5, Part L the greater of the two amounts. 


For example, institutional charges are $8,000 for a non-term-based 
program that spans two payment periods of 450 clock hours each. The 
school chooses to calculate the treatment of federal student aid funds on 
a payment period basis. A student withdraws in the first payment period. 
The prorated amount of institutional charges for each payment period 
is $4,000. However, the school has retained $5,000 of the federal student 
aid funds for institutional charges ($4,000 for the prorated portion of 
the tuition and $1,000 for books and supplies for the entire period of 
enrollment) for the payment period. Therefore, the institutional charges 
the school must use in the Return calculation for the payment period are 
$5,000. 


Effects of waivers on institutional charges 


If your school treats a waiver as a payment of tuition and fees that 
have actually been charged to a student, then the waiver is considered 
estimated financial assistance, and the full amount of the tuition and 
fees must be included in Step 5, Part L of the Return calculation. On the 
other hand, if the student is never assessed the full charges, the waiver is 
not considered to be financial aid, and only the actual charges would be 
included in the Return calculation (see DCL GEN 00-24, January, 2000, 
for a further discussion of waivers and the Return calculation). 
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Institutional versus noninstitutional charges 


Institutional charges generally are defined as the charges for tuition 
and fees, room and board, and other educational expenses that are paid 
to the school directly. If a fee (like a registration or technology fee) is 
required for all students in a program, then the fee should be considered 
an institutional charge. A charge does not have to appear on a student’s 
account to be considered an institutional charge. 


The following educational expenses must be considered institutional 
charges: 


¢ all charges for tuition, fees, and room and board (if contracted 
with the school); 


¢ expenses for required course materials (books, kits, tools, sup- 
plies, etc.) if the student does not have a real and reasonable 
opportunity to purchase the required course materials from 
any place but the school. 


Exceptions: Excludable costs are costs a school may exclude 
from the total amount of institutional costs, such as the docu- 
mented cost of unreturnable equipment and documented cost 
of returnable equipment if not returned in good condition 
within 20 days of withdrawal. 


Noninstitutional charges (not included in a Return calculation) 
include the following: 


¢ charges for any required course materials that a school can 
document a student had a real and reasonable opportunity to 
purchase elsewhere (see the discussion that follows); 


¢ charges to a student’s account for group health insurance fees 
if the insurance is required for all students and the coverage 
remains in effect for the entire period for which the student 
was charged, despite the student’s withdrawal, and 


¢« charges to a student’s account for discretionary, educationally 
related expenses (e.g., parking or library fines, the cost of 
athletic or concert tickets, etc.). 


Returning equipment 


If a school can substantiate that its return policies are reasonable, 
consistent, and fair to all students, and students are notified in writing of 
those policies when they enroll, the school may exclude documented costs 
for nonreturnable equipment and returnable equipment if not returned 
in good condition within 20 days of withdrawal. A policy that classifies all 
used books or equipment as nonreturnable is not reasonable or fair. An 
acceptable policy must specify the circumstances that would prevent the 
school from selling the books or equipment to other students. 
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Three principles associated 
with institutional charges 


Published in a January 7, 1999, policy 
bulletin, these principles are applicable to 
determining institutional charges. 


Principle 1: Most costs charged by the 
school are institutional charges. 


The most important principle to keep in 
mind is that all tuition, fees, room and 
board, and other educationally related 
charges a school assesses a student are 
institutional charges, unless demonstrated 
otherwise. If you want to exclude specific 
charges or costs from a calculation, you 
must document that the charges are not 
institutional charges. 


Principle 2: An institutional charge does 
not need to be assessed to all students. 


A charge assessed to all students enrolled 
in a course or program is an institutional 
charge whether or not it is assessed to all 
students at the school. Moreover, a charge 
does not have to be specified in a student's 
enrollment agreement to be considered an 
institutional charge. 


Principle 3: Charges on a student's 
account are not always school charges; 
school charges do not always appear ona 
student's account. 


With the student’s authorization, a school 
may credit a student's account with Title IV 
funds to pay for noninstitutional charges. If 
a student withdraws from the school with 
debits for noninstitutional charges on his 
or her account, the school should exclude 
those charges from the Return calculation. 


Conversely, there may be institutional 
charges that do not appear on a student's 
account. If a school disburses Title IV funds 
to a student to buy required books, 
equipment, supplies, or materials and the 
student does not have a real and 
reasonable opportunity to purchase them 
from another source, those costs must be 
classified as institutional charges. 
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Book vouchers and institutional 
charges in the return of Title IV 
funds calculations 


If a book voucher issued by a school cannot 
be used to purchase course materials from a 
convenient unaffiliated source, the student 
does not have a real and reasonable 
opportunity to purchase his or her course 
materials elsewhere. In that case, the school 
must include the cost of books and materials 
purchased with the voucher as institutional 
charges in Step 5, Part L of the Return 
calculation. 


DCL GEN-12-21 


Demonstrating a real and reasonable opportunity 


A school may treat charges for books, supplies, equipment, and 
materials as noninstitutional charges if the school can substantiate that its 
students have the option of obtaining the required course materials from 
an alternative source. The school must be able to document that 
(1) the required course materials were available for purchase at a 
relatively convenient location unafhliated with the school, and (2) the 
school provided financial aid funds in a way and at a time that made it 
possible for the student to purchase the materials in a timely manner. A 
signed statement by a student that he or she had the option to purchase 
the materials from an alternative source is not sufficient documentation. 


Example of school charges versus non-school charges 


Aerospace Tech requires its students to purchase a titanium-plated tool set by the first day of class. 
Aerospace’s enrollment agreement does not contain a charge for the tools, and it does not say that 
the student is required to purchase the tools from Aerospace or a vendor affiliated with Aerospace. 

As it happens, the required tools are available for purchase from Aerospace and from a retailer across 
the street. As a routine practice, Aerospace gets written authorization from its students to credit 

all financial aid to their school accounts, hold any credit balances, and establish a line of credit for 
students at the campus store so they can purchase the required tools by the first day of class. Most 
students buy the tools at the campus store and charge the purchase to their school accounts. 


Although the cost of the tools is not listed as a charge in the student's enrollment agreement, 
Aerospace requires that the tools be purchased by everyone in the program of study. Therefore, as a 
general rule, the tool charges would be considered school charges. However, under the exceptions 
rule, the tool charges do not have to be considered school charges if Aerospace can demonstrate 
that (1) the tools were available for purchase elsewhere, (2) Aerospace made financial aid available 
to students in time to purchase the tools from another vendor before the first day of class, and (3) 
Aerospace’s practices provide students with an equal opportunity to purchase tools from the campus 
bookstore or the retailer across the street. 


In this case, the school meets the first criterion, the tools are available at the store across the street, 
so an opportunity could exist. However, the school fails to satisfy the second and third criteria because 
the school’s routine practice of crediting students’ accounts with all financial aid and extending lines of 
credit for purchases at the campus bookstore discourages students from purchasing the required tools 
from another vendor. Unless a student specifically requests that Aerospace not hold his or her credit 
balance, a student whose education is funded primarily through financial assistance has to purchase 
the tools at the campus store. As a result, the cost of the tools must be classified as school charges. 
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Treatment of Title IV credit balances when 
a student withdraws 


This treatment applies only to the handling of Title IV credit balances 


when a student withdraws. For a discussion of credit balances in other 
circumstances, please see Volume 4. 


When a student withdraws during a period, a Title IV credit balance 


created during the period is handled as follows: 


1. 
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Do not release any portion of a Title IV credit balance to the 
student, and do not return any portion to the Title IV 
programs prior to performing the Return calculation. The 
institution must hold these funds even if, consistent with 
the 14-day credit balance payment requirement of 34 CFR 
668.164(e), it would otherwise be required to release them. 


Perform the Return calculation, including any existing Title 
IV credit balance for the period in the calculation as disbursed 
aid. 


Apply any applicable refund policy (state, accrediting agency, 
institutional, etc.) to determine if doing so creates a new or 
larger Title IV credit balance. 


Allocate any Title IV credit balance as follows: 


a) Any Title IV credit balance must be allocated first to 
repay any grant overpayment owed by the student as a 
result of the current withdrawal. The institution must 
return such funds to the Title IV grant account within 
14 days of the date that the institution performs the 
Return calculation. 


Although not included in a Return calculation, any 
Title IV credit balance from a prior period that 
remains on a student’s account when the student with- 
draws is included as Title IV funds when you deter- 
mine the amount of any final Title IV credit balance 
when a student withdraws. Remember, the school 
must use the final credit balance first to satisfy any 
current student grant overpayment. 


b) Within 14 days of the date that the institution per- 
forms the Return calculation, an institution must pay 
any remaining Title IV credit balance funds in one or 
more of the following ways: 


e in accordance with the cash management regula- 
tions to pay authorized charges at the institution 
(including previously paid charges that now are 
unpaid due to a return of Title IV funds by the 
institution); 


Treatment of credit balance 


when a student withdraws 
DCL GEN 04-03, February 2004 


New 14-day deadline 


In most cases, the cash management 
regulations require a school to refund 

a Title IV credit balance to a student 
within 14 days. However, when a student 
withdraws, a school is required to perform 
a Return calculation to determine, among 
other things, whether adjustments to the 
credit balance will occur. 


For this reason, the existing 14-day 
payment requirement is placed on hold to 
determine the final amount of any Title IV 
credit balance. Your school does not need 
to obtain a student's or parent's 
authorization to hold a Title IV credit 
balance that existed prior to the Return 
calculation (beyond the original 14-day 
deadline) while you determine the final 
amount of the credit balance. 


In order to allow an institution time to 
appropriately apply any credit balance 
after it has been recalculated, a new 
14-day deadline is triggered when a school 
performs a Return calculation. The new 
14-day deadline begins on the date the 
school performs the Return 

calculation, not the date the school 
performs any calculations required by its 
institutional refund policy. 


Of course, in order to determine the correct 
Title IV credit balance, the school must take 
into account both the results of the Return 
calculation and any applicable 

refund policy. 
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A school may not use a Title IV credit balance to 
return funds for which it is responsible as a result 
of a Return calculation (Step 5, item O); 


e with the student’s authorization, to reduce the 
student’s Title IV loan debt (not limited to loan 
debt for the period of withdrawal); or 


e — to the student (or parent for a Direct PLUS Loan); 


If the institution cannot locate the student (or 
parent) to whom a Title IV credit balance must be 
paid, it must return the credit balance to the Title 
IV programs. The Department does not specify 
the order of return to the Title IV programs for a 
credit balance. We encourage institutions to make 
determinations that are in the best interest of the 
individual student. 


You must apply your school refund policy before allocating a Title 
IV credit balance. However, you are not required to actually complete 
the refund process (for example, by making a refund to a student) before 
completing the steps for allocating the Title IV credit balance. 


In order to accommodate differences in institutional accounting and 
administrative processes, you are not required to actually apply the Title 
IV credit balance to the student’s grant overpayment before applying the 
Title IV credit balance to other debts, as long as the grant overpayment is 
satisfied by the 14-day deadline. You may use school funds instead of the 
actual Title IV credit balance to satisfy any student grant overpayment. 


For the treatment of credit balances when a student dies, see the 
discussion under When a student who has died is due a post-withdrawal 
disbursement later in this chapter. 


Time frame for returning an unclaimed 
Title IV credit balance 


If a school attempts to disburse the credit balance by check and the 
check is not cashed, the school must return the funds no later than 240 
days after the date the school issued the check. 


If a check is returned to a school or an EFT is rejected, the school 
may make additional attempts to disburse the funds, provided that those 
attempts are made not later than 45 days after the funds were returned 
or rejected. When a check is returned or EFT is rejected and the school 
does not make another attempt to disburse the funds, the funds must be 
returned before the end of the initial 45-day period. 


The school must cease all attempts to disburse the funds and return 
them no later than 240 days after the date it issued the first check. 
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Example of a school performing a Return calculation for a 
student whose account has a Title IV credit balance 


Legolas, a first-time student at Northern Mirkwood Community College (NMCC), began 
classes on September 1. His account was credited with a Pell Grant of $2,000.00 and debited with 
institutional charges of $500.00, creating a Title IV credit balance of $1,500.00. Because NMCC has several 
mini-semesters in which Legolas had expressed an interest, the school obtained the student’s permission 
to hold the Title IV credit balance while Legolas considered his options. 


On September 30, when he has completed 25% of the semester, Legolas informs the school that he 
has decided to withdraw in order to pursue his dream of winning a gold medal as an Olympic 
archer. NMCC places a hold on Legolas's account while it performs the required Return calculation and 
applies its institutional refund policy. 


The school performs the required Return calculation on October 20 and determines that the Amount 
of unearned funds due from the school is $375.00, and that the initial amount of unearned funds due 
from the student is $1,125.00. Since the $1,125.00 is composed entirely of grant funds, after applying 
the 50% grant protection (see Step 9 later in this chapter), the Amount for the student to return is a grant 
overpayment of $125.00. 


Before Legolas withdrew, the Title IV funds on his account totaled $2,000.00, and $500.00 of that 


$2,000.00 was used to cover the existing charges. There were no charges due the school, and the Title IV 
credit balance was $1,500.00. After the school returned the $375.00 it is required to return, the new total 
of Title IV funds on the student's account was $1,625.00 ($2,000.00 — $375.00), and the new Title IV credit 
balance was $1,125.00. 


Then, the school applies its institutional refund policy. Under NMCC's refund policy, a first-time 
student who withdraws before the 50% point in the semester is entitled to an 80% refund of institutional 
charges. Since Legolas withdrew at the 25% point of the semester, he is entitled to a refund of 80% 
of the amount he was charged, or $400.00 ($500.00 X .80). So, the new institutional charges on the 
student's account are $100.00, and the new (final) Title IV credit balance is $1,525.00 ($1,625.00 — 
$100.00). Note that this new credit balance is larger than the credit balance that existed before the 
student withdrew. 


Because Legolas has a Title IV credit balance on his account, NMCC has 14 days from October 20 (the 
date they performed the Return calculation) to return the student's grant overpayment (it can use its 
own funds or Title IV funds) from the student. After the school returns the $125.00 grant overpayment, 
the Title IV credit balance of the student's account is $1,400.00 ($1,525.00 — $125.00). The school must 
pay those funds to the student within 14 days of October 20. 


Note: With a never before achieved perfect score, Legolas won a gold medal in the Olympic 
archery competition. 
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Date of determination that a 


student has withdrawn 
34 CFR 668.22(I)(3) 


Example of making a 
determination at a school 
required to take attendance 


Consider a school that makes a 
determination on September 15 that a 
student has not been in attendance since 
September 1. The school contacts the 
student, who tells the school he’s been 

ill but plans on coming back during the 
next week (and this falls within the time 
period for excused absences and absences 
allowed by state, accrediting agency, and 
other applicable policies). For the moment, 
the school may delay taking any action. 
However, if the student does not return, the 
school must complete a Return 

calculation using September 1 as the 
student's last day of attendance and 
September 15 as the date of the 
institution’s determination that the student 
withdrew. The school must return any 
unearned funds by October 30. 


Date of determination at an 
institution required to take 
attendance 

34 CFR 668.22(b)(1) 

DCL GEN-04-03, February 2004 

DCL GEN-04-12, November 2004 

DCL GEN-11-14, July 2011 


Date by which funds must be 


returned 
34 CFR 668.22()) 


Excused absences and administrative 
withdrawal 
34 CFR 668.4(e) 
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PRINCIPLES WITH UNIQUE APPLICATIONS 
IN THE RETURN OF TITLE IV AID 


Date of the institution’s determination that 
the student withdrew 


The date of the institution’s determination that the student 
withdrew varies depending on the type of withdrawal. For example, 
ifa student begins the official withdrawal process or provides official 
notification to the school of his or her intent to withdraw, the date of 
the institution’s determination that the student withdrew would be 
the date the student began the official withdrawal process or the date 
of the student’s notification, whichever is later. If a student did not 
begin the official withdrawal process or provide notification of his or 
her intent to withdraw, the date of the institution’s determination that 
the student withdrew would be the date that the school becomes aware 
that the student ceased attendance. The types of withdrawal and the 
corresponding definition of the date of the institution’s determination 
that the student withdrew are listed in the chart on withdrawal dates near 
the end of this chapter. 


For a student who withdraws, without providing notification, from a 
school that is not required to take attendance, the school must determine 
the withdrawal date no later than 30 days after the end of the earlier of Q 
(1) the payment period or the period of enrollment (as applicable), (2) the 
academic year, or (3) the student’s educational program. 


Date of determination at institutions that are 
required to take attendance 


Institutions that are required to take attendance are expected to have 
a procedure in place for routinely monitoring attendance records to 
determine in a timely manner when a student withdraws. Except in 
unusual instances, the date of the institution’s determination that the 
student withdrew should be no later than 14 days (less if the school 
has a policy requiring determination in fewer than 14 days) after the 
student’s last date of attendance as determined by the institution from its 
attendance records. 


If a student provides notification to the school of his or her 
withdrawal prior to the date that the school normally would determine 
that the student withdrew, the date of determination is the date of the 
student’s notification. The school is NOT required to administratively 
withdraw a student who has been absent for 14 days (or less if applicable). 
However, after 14 days, it is expected to have determined whether 
the student intends to return to classes or to withdraw. If the student 
is eventually determined to be a withdrawal, the end of the 14-day 
period begins the time frame for completing a Return of Title IV Funds 
calculation. 


FSA HB May 2016 


Glossary-Acronyms CFR DCL Chapter 1—Withdrawals and the Return of Title lV Funds 


When a student enrolled in a series of 
modules fails to return as scheduled 


When a student is not treated as a withdrawal from a 
program offered in modules at a school that is required to take 
attendance because the student has confirmed attendance in 
a module that begins later in the payment period or period 
of enrollment, no action is required by the school unless the 
student does not return as scheduled. 


If the student does not return as scheduled, the student 
is treated as a withdrawal, and the date of the school’s 
determination that the student withdrew should be no later 
than 14 days after the date that the student was scheduled to 
resume attendance. For more information on withdrawals from 
programs offered in modules, see Withdrawals from programs 
offered in modules later in this chapter. 


If a school has a policy that states the maximum number of excused 
absences that can occur after which a student will be administratively 
withdrawn, it may delay contacting the student until that date. However 
if the student eventually is determined to be withdrawn, the date of 
determination of the student’s withdrawal remains 14 days from the 
student’s last day of attendance. If the number of days in the school’s 
policy is less than 14 days, then the date of the school’s determination 
that the student withdrew is the date the school’s policy indicates that 
the student will be administratively withdrawn. A school must return the 
amount of Title IV funds for which it is responsible as soon as possible 
but no later than 45 days after it determines or should have determined 
that the student withdrew. In addition, if a student is due a post- 
withdrawal disbursement, then the date of the school’s determination 
must allow for the school to meet the 30-day post-withdrawal 
disbursement notification requirement. 


This requirement does not affect a student’s withdrawal date. At a 
school that is required to take attendance, a student’s withdrawal date is 
always the last date of attendance as determined by the school from its 
attendance records. 
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A student who ceases attendance during a payment period or period 
of enrollment is a withdrawal for Title IV purposes unless the student is 
on an approved LOA. Therefore, for a student who has ceased attendance, 
the institution must either: 


place the student on an approved LOA (provided that the con- 
ditions for an approved LOA are met); or 


withdraw the student and, if the student returns, treat the stu- 
dent as a reentry if permitted under the regulations. 


As noted, the date of the institution’s determination that the student 
withdrew is not necessarily the same as a student’s withdrawal date. A 
student’s withdrawal date is used to determine the percentage of the 
payment period or period of enrollment completed and, therefore, 
the amount of aid a student has earned. The date of the institution’s 
determination that the student withdrew is used in the following 
circumstances: 


A school must offer any amount of a post-withdrawal disburse- 
ment that is not credited to the student’s account within 30 
days of the date of determination. 


If the student or parent submits a timely response that instructs 
the school to make all or a portion of the post-withdrawal dis- 
bursement, the school must normally disburse the funds within 
180 days of the date of determination. 


A school must document a student’s withdrawal date and 
maintain the documentation as of the date of determination. 


Within 30 days of the date of determination, a school must 
notify a student if a grant overpayment is due. 


A school that is collecting an overpayment must require repay- 
ment of the full amount of the overpayment within two years 
of the date of determination. 


The school must return the amount of Title IV funds for which 
it is responsible no later than 45 days after the date of determi- 
nation. 


The date of determination is used to determine the amount of 
Title IV aid that must be included in any Return calculation. 
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USE OF PAYMENT PERIOD OR PERIOD OF 
ENROLLMENT 


The worksheets require that a school indicate whether the calculation 
is being done on the basis of a payment period or on the basis of a period 
of enrollment. For students who withdraw from semester, trimester, or 
quarter programs, a school must perform the Return calculation on a 
payment period basis. For students who withdraw from a nonstandard 
term-based or non-term-based educational program, the school has 
the choice of performing the Return calculation on either basis. The 
institution must use the same basis (payment period or period of 
enrollment) in its calculations for all students within a program who 
cease attendance. 


An exception is allowed for students who transfer to or reenter 
a school that offers non-term-based or nonstandard term-based 
educational programs. For students who transfer to or reenter a non- 
term-based or nonstandard term-based educational program, a school 
may make a separate selection of payment period or period of enrollment 
to use in calculating their Return of Title IV funds for everyone within 
the group that transfers or reenters. 


The periods used for transfer and reentry students do not have to 
be the same. A school may choose to use payment period for transfer 
students and period of enrollment for reentry students. 


Payment period 


The definition of a payment period is the same definition used for 
other Title IV program purposes. This definition is found in 
34 CFR 668.4 (see Volume 3). Schools that use payment periods as the 
basis for their Return calculations should note that making multiple 
disbursements within a payment period does not create a new or 
additional payment period. 


Period of enrollment 
A period of enrollment is the academic period established by the Period of enrollment 
school for which institutional charges are generally assessed (i.e., the 34 CFR 668.22(I)(2) 


length of the student’s program or the academic year). A school that 
chooses to use a period of enrollment in a Return calculation will use 
a period consistent with the loan period it uses for students in the 
applicable program. 


For information on determining the length of a payment period 
or period of enrollment for a student who withdraws from a program 
offered in modules, see Withdrawals from programs offered in modules 
later in this chapter. 


FSA HB May 2016 
5-25 


Volume 5—Withdrawals and the Return of Title lV Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Applicability 


The use of a payment period or period of enrollment is important for 
many aspects of the Return calculation. For example, if a school is 
determining the treatment of Title IV funds on a payment period basis, 
the student’s Title IV program assistance to be used in the calculation is 
the aid that is disbursed or that could have been disbursed for the 
payment period. Also, the institutional charges used in the calculation 
generally have to reflect the charges for the payment period. 


Generally, the higher the institutional charges, the greater the amount 
of unearned aid that is to be returned by the school (see Step 4). In some 
cases, this mitigates against a school using the period of enrollment as 
the basis for the Return to Title IV funds calculation. An institution 
must prorate the charges for the period of enrollment to correspond to a 
payment period if the institution has elected to use the payment period 
rather than period of enrollment basis for the Return calculations. 


If, for a non-term or nonstandard term program, a school chooses to 
calculate Returns on a payment period basis but the school charges for 
a period longer than a payment period (e.g., period of enrollment), total 
institutional charges for the period will be the greater of the: 


¢ prorated institutional charges for the period, or 


¢ the amount of Title IV assistance retained for institutional 
charges as of the student's date of withdrawal. 


Rounding 


Enter dollars and cents using standard rounding rules to round to the 
nearest penny. Final repayment amounts that the school and student are 
each responsible for returning may be rounded to the nearest dollar. 


Percentages are calculated to four decimal places, and rounded to 
three decimal places. The third decimal place is rounded up if the fourth 
decimal place is five or above. For example, .4486 would be rounded to 
449, or 44.9%. 


The one exception to the rounding rule occurs in determining the 
percentage of Title IV program assistance earned. Students who withdraw 
at any point after the 60% point in the payment period or period of 
enrollment have earned 100% of their Title IV funds. If the standard 
rounding rules were used in this situation, a quotient of .6001 through 
.6004, which is greater than 60%, would be rounded down to .600 (60%), 
and the student would not have earned 100% of his or her Federal 
Student Aid. To recognize that students completing more than 60% of the 
period (by any amount) earn 100% of their Federal Student Aid, amounts 
of .6001 through .6004 are not rounded for the purpose of determining 
whether a student has earned 100% of the Title IV funds for the term. 
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Funds to include in a Return calculation 


The calculation of earned Title IV funds includes the following 
Title IV grant and loan funds if they were disbursed or could have been 
disbursed to a student for the period of time for which the calculation is 
being performed (payment period or period of enrollment). 


o Pell Grant 


Funds to include in a Return 


calculation 
34 CFR 668.22(a)(2) 


¢ — Iraq and Afghanistan Service Grant 
¢ TEACH Grant 

¢ FSEOG 

« Direct Loan 

¢ Perkins Loan 


FSEOG Program funds are excluded under certain circumstances. 
Federal Work-Study (FWS) funds are not included in the calculation. 


Limits on Title IV Funds that May Be Included as 
Aid That Could Have Been Disbursed 


Funds to include whena 
student enrolled in a crossover 
period withdraws before the 


A school may not include as Aid That Could Have Been Disbursed 
¥ fees ' oe higher Pell is disbursed 


Pell Grant funds that if disbursed would, in combination with 


other Pell funds previously received by the student, cause 


the student to exceed his or her Pell Grant maximum lifetime 
eligibility. Likewise, a school may not include as Aid That Could 
Have Been Disbursed Direct Subsidized Loan funds that would, in 
combination with other Direct Subsidized Loan funds previously 
received by the student, cause the student to exceed his or her 
150% maximum eligibility period for Direct Subsidized Loans. 


FSEOG Program funds 


The nonfederal share of FFEOG Program funds is excluded when a 
school meets its FFEOG matching share by either the individual recipient 
method or the aggregate method. If a school meets its matching share 
requirement through the use of a fund-specific match, 100% of the 
FSEOG award (both the federal and nonfederal shares) must be included 
in the Return calculation. Otherwise, the nonfederal share of FFEOG 
awards is excluded from the calculation. For more information on types 
of FSEOG matching funds, see Volume 6. 
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If, for a student enrolled in a crossover 

period, a school had a second SAR/ISIR 
with an official EFC (reflecting eligibility 
for more Pell funds) before the student 
lost eligibility but the school had failed 

to disburse the additional funds before 
the student withdrew, the school must 


include the additional funds in the Return 
calculation as Aid that could have been 
disbursed. 


The school must do the following: 


1. 


Enter the Pell funds that were 
disbursed while the student was in 
school in Step 1, line 1, column A, 
as Aid that was disbursed. 


. Enter the increase (the difference 


between student's higher Pell eligibili 
and the Pell that was disbursed) in 
Step 1, line 1, column C, as Aid that 
Could Have Been Disbursed, together 
with any Pell funds from the original 
award that were not disbursed. 


. Enter any other Title IV aid as it stood 


when the student withdrew, and 
perform the Return calculation as 
directed. 
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If aresolved overaward becomes an overpayment 


If a school has resolved an overpayment by reducing scheduled 
future disbursements for a second or subsequent payment period and the 
student ceases attendance before the end of the current payment period, 
that portion of the student’s award that was an overpayment must be 
repaid outside of the requirements of 34 CFR 668.22. 


If the school is responsible for repaying the overpayment, the school 
must repay the overpayment before completing any required Return 
calculation. 


If the student is responsible for repaying the overpayment, and the 
student withdrew during the payment period or period of enrollment, 
as applicable, the school should try to collect the overpayment from 
the student and, if it is unable to do so, should refer the student to ED’s 
Default Resolution Group. 


If the student is responsible for repaying the overpayment, and the 
student withdrew during the payment period or period of enrollment, 
as applicable, the school should not take any action until it has 
completed the required Return calculation. When performing the Return 
calculation, the school should not include the amount of the overpayment 
for which the student is responsible as Aid disbursed or Aid that could 
have been disbursed. Then, when the school has completed the Return 
calculation, it should document the amount of the overpayment and, as 
applicable, reduce any post-withdrawal disbursement or increase any 
amount the student must return by the amount of the overpayment owed 
by the student. 
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TREATMENT OF STUDENTS WHO WITHDRAW FROM 
CLOCK-HOUR PROGRAMS, NON-TERM CREDIT HOUR 
PROGRAMS, AND NONSTANDARD TERM CREDIT- 
HOUR PROGRAMS WITH TERMS THAT ARE NOT 
SUBSTANTIALLY EQUAL (AND IN WHICH NO TERM IS 
LESS THAN 9 WEEKS IN LENGTH), AND THEN 
TRANSFER TO A NEW SCHOOL OR REENTER THE SAME 
SCHOOL IN A SIMILAR PROGRAM 


Reentry within 180 days 


A student who reenters within 180 days is treated as if he or she did 
not cease attendance for purposes of determining the student’s aid awards 
for the period. 


For credit-hour non-term-based programs or programs that measure 
progress in clock hours, a student who withdraws and then reenters the 
same program at the same school within 180 days is considered to be in 
the same payment period he or she was in at the time of the withdrawal. 
The student retains his or her original eligibility for that payment period 
and is treated as though he or she did not cease attendance. 


A student who reenters a credit-hour, non-term-based program or 

a program that measures progress in clock hours within 180 days of his 
or her withdrawal is immediately eligible to receive all Title IV funds 
that were returned when the student ceased attendance. Thus, upon the 
student’s return, the school must restore the types and amount of aid 
that the student was eligible for before the student ceased attendance, 
and schedule the appropriate disbursements. Actions to be taken by the 
school would include: 


¢  redisbursing aid that had been disbursed and then returned 
under the Return of Title IV Aid provisions; 


¢ disbursing aid the student was otherwise eligible for that had 
not yet been disbursed at the time the student withdrew; and 


¢ canceling any overpayments assessed the student as a result of 
the prior withdrawal if those funds were disbursed upon reen- 


try. 


Once the student completes the payment period for which he or she 
has been paid, he or she becomes eligible for subsequent Title IV student 
aid payments. 


There are additional actions that must be taken if a student who 
received a Direct Loan withdraws from a clock-hour or non-term-based 
credit hour program transfers to a new school, or returns to the previous 
school in the same or similar program within 180 days. For more 
information, see the discussion under Adjusting Direct Loans in this 
chapter. 
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Reentry within 180 days 
34 CFR 668.4(f) 


Consistent with 
leave of absence 


This arrangement is similar to an LOA , and 
the 180-day time frame is consistent with 
the maximum 180 days allowed for an 
approved LOA in the Return regulations. 
The difference, of course, is that with an 
unauthorized LOA, the institution would 
not know that the student would be 
returning and would have treated the 
student as a withdrawal. Based upon that 
withdrawal, the institution would have 
completed the Return calculation, which 
may have required both the institution and 
the student to return funds to the Title IV 
programs. 


If the student returns within 180 days to his 
or her original program, while an official 
leave was not granted and the provisions 
of the Return regulations were applied, 
upon the student's return, the student can 
be treated as though he or she had been 
on an approved LOA. 


Costs upon reentry 


The cost of attendance used in the 
calculation are the costs associated with 
the original period before the student 
withdrew. Once the student has withdrawn 
and then returned to the same program 
within a 180-day period, the 

regulation states that the student remains 
in the same payment period. The cost of 
attendance for such a student returning to 
the same program within 180 days must 
reflect the original educational costs 
associated with the payment period from 
which the student withdrew. 


Reentry before the end 
of the grace period 


If a student who received a Direct Loan 
that has a grace period withdraws and 
then reenrolls in school on at least a half- 
time basis before the grace period expires, 
the student regains in-school status and 
will receive a full grace period when he or 
she ceases half-time enrollment. 
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When a student reenters 
within 180 days 


The return regulations require a school 

to return unearned funds for which it is 
responsible as soon as possible but no later 
than 45 days after the date of the school’s 
determination that the student withdrew. 
If a student returns to the institution 

before the Title IV funds are returned, the 
institution is not required to return the 
funds. 


An institution may not delay 
its Return of Title lV funds. 


An institution is expected to begin the 
Return of funds process immediately 
upon its determination that a student has 
withdrawn. The institution may not delay 
returning Title IV funds because it believes 
a student might return. 


Requesting administrative 
relief by email 


A school can also request administrative 
relief by sending an email directly to: 


fsa.administrative.relief@ed.gov 


The request must include the 
+ reason (reentry within 180 days); 
school’s Pell ID number; 
name of the person to contact; 
the contact’s phone number; and 
the contact’s email address. 


Limits on requesting 
administrative relief 


Generally, a school may request 
administrative relief for a student who 
reenters training during the award year 
following the award year in which the 
funds were originally awarded. 
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Note: For a student who completed more than 60% of the period 
for which the student was paid before ceasing attendance, 

the school would not have returned any Title IV aid. If that 
student were to reenter school within 180 days, because the 
student had received 100% of his or her aid for the period, the 
student would not be eligible to receive additional Title IV aid 
until he or she has completed the weeks of instructional time 
and hours or credits (as applicable) for which the student was 
previously paid. However, if during the student's initial enroll- 
ment the student has borrowed less than the appropriate an- 
nual maximum Direct Loan, upon returning within 180 days, 
the student could borrow the balance of that annual maximum 
Direct Loan. 


What to do when a student whose overpayment has been 
referred to Default Resolution Group reenters within 180 days 


If a student whose overpayment has previously been referred to 
Default Resolution Group returns to school within 180 days, the school 
must send Default Resolution Group a fax identifying the student 
overpayment, and stating that it should be made void. This will allow the 
Department to properly update its records in both the Default Resolution 
Group system and NSLDS. 


This fax number is for school use only and only for this purpose. 
Fax Number: 319-665-7646 
Note: This process cannot be performed via email. 
In the fax, the school must include the: 


¢ award year of the overpayment; 

¢ student's Social Security number; 

¢ student's last name, first name, and middle initial; 
¢ student's date of birth; 


¢ type of overpayment—Federal Pell Grant, TEACH Grant, Iraq 
and Afghanistan Service Grant, or FSEOG; 


« the disbursement date the institution used to create the over- 
payment record in NSLDS; 


¢ aletter that includes the following text: 


This student has returned to school. The regulations (34 CFR 668.4(e)) 
require that the overpayment referenced herein be voided. 
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Example of Reentry within 180 days 


Consider a student who began attendance in a clock-hour program that was 1,500 hours in length with 
a defined academic year of 900 hours. For the first 450-hour payment period, the student was awarded 
and disbursed $1,500 in Pell Grant funds, $500 in FSEOG funds, and $500 in Title IV loan funds, for a total of 
$2,500 in Title IV aid. 


Assume that this student withdrew from school after completing 200 of the 225 hours he or she was 
scheduled to complete by that point in the payment period (50% of the period), and the school uses 
payment periods to calculate the Return of Title IV Aid. Under the Return regulations, the school used 
scheduled hours (225) to determine that the student earned 50% of his or her Title IV aid. The school 
returned $500 to the loan program. The $750 the student was initially scheduled to return (Step 9, Part S) 
was eliminated by the application of grant protection in Step 9, Part U. 


If the student returns to the same program at the same school within 180 days of the withdrawal, 
the student would be considered to be in the same payment period, and the student's eligibility for Title 
IV aid should be the same as if the student had not left. The school redisburses the $500 the school 
had returned, and extends the loan period and academic year as necessary to reflect the new date 
that the student is expected to complete the first academic year of the program. and sets new dates 
for any second disbursement or additional disbursements. The school would schedule additional Title IV 
disbursements for the day after the student is expected to complete the remainder of the payment period 
from which the student had withdrawn. 


If the student withdraws again before completing the payment period, the school would apply the 
provisions of the Return regulations using the total number of hours the student was scheduled to 
complete in the numerator, the full 450 hours in the payment period in the denominator, and then 
apply that fraction to the total Title IV Aid disbursed for the period. 
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When a student reenters in a new award year 


When a student is due Campus- 
Based funds from a closed year 


A student who was originally enrolled in a payment period that 

For the Campus-Based Programs, if funds began, and was scheduled to end, in one award year could return after the 
are not available from the year in which the} end of that award year (June 30). However, the intent of the regulations 
awards were originally made, the school ‘het hearceudenk 1616 b ‘area hi ii t £6 
miyraward funds froma the eunert year: is that such a student is to be considered, upon his or her return, to be 
Note that doing this does not increase in the same period. Therefore, any Title IV program funds that will be 
the annual maximum awards that maybe | disbursed to the student should be paid from the original award year 
made to an individual student. regardless of whether the resumption of the payment period is in a new 


award year. 


Consider a student who received Pell Grant funds and withdrew from 
school in one award year and who reenters training within 180 days in a 
Extended Processing and new award year. If the school returned funds after a Return calculation, qi 
late disbursements of Pellfor | the student might now be due additional Pell funds from an award year 
a closed year that is closed. (Deadline submission dates are published annually in a 
Federal Register Notice. The date will typically be the end of September 
after the official end of an award year.) 


If COD has ended processing for a Pell 
award year, a school can still make 
adjustments through the COD website at 


https://cod.ed.gov/ To report the additional disbursement information and request 
these funds, the school must request an extension to the established data 

Authorized school users must log on to submission deadline. This can be done through the COD website at 

the website, select the "School" menu 

and then select "Request Post Deadline/ 

Extended Processing" on the left side. https:/ / cod.ed.gov/ 


Users then 
Authorized school users must log on to the website, select the 
Select the correct award year and pro- | “School” menu and then select “Request Post Deadline/Extended 


ram for the request. alt 55 . 
’ Hae ; Processing” on the left side. Users then 
Choose "Institutional Problem" from 


the drop down menu as the reason 
code. ¢ Select the correct award year and program for the request. 


Provide an explanation for the request. 7 oe 2 
ined ¢ Choose “Reentry within 180 days” from the drop down menu 


Select "Submit". as the reason code. 


In the information a school provides to ¢ Provide an explanation for the request. 


the students when the school informs 


them that they are due a late disburse- ’ Select “Submit: 


ment, the school may include informa- 
tion about the advantages of keeping Schools will be notified if/when the request has been approved. 
loan debt to a minimum. 
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Reentry after 180 days, return to the same school in anew 
program, or transfer to a new school 


Reentry after 180 days 
34 CFR 668.4(g) 


If a student withdraws from a credit-hour, non-term program or a 
clock-hour program without completing the period and: 


¢  reenters the same program at the same school more than 180 
days after withdrawal, receiving credit for hours previously 
earned; or 


¢ transfers into another credit-hour non-term or clock-hour pro- 
gram at any time (either at the same school or at a new school) 
and the school accepts all or some of the hours earned in the 
prior program; 


then the student starts a new payment period when he or she reenters or 
transfers. 


In calculating awards for a student who reenters the same program 
after 180 days, returns and enters a new program, or transfers to a new 
school, the school treats the hours remaining in the program as if they 
are the student’s entire program. The number of payment periods and 
length of each payment period are determined by applying the rules in 
the appropriate part of the definition of a payment period to the hours 
remaining in the program upon transfer or reentry. 


A school may consider a student who returns and enters a new 
program as remaining in the same payment period if five conditions 
are met: 


1. The student is continuously enrolled at the school. 


2. The coursework in the payment period the student is 
transferring out of is substantially similar to the coursework 
the student will be taking when he or she first transfers into the 
new program. 


3. The payment periods are substantially equal in length in weeks 
of instructional time and credit hours or clock hours, as 
applicable. 


4. There are little or no changes to the institutional charges to the 
student for the period. 


5. The credits from the payment period the student is transferring 
out of are accepted toward the new program. 


This provision addresses situations where a student’s entry into a new 
program at the same school results in very little change to the student's 
academic circumstance, e.g., a change that is really nothing more than 
a change in majors. The Department believes that when this occurs, it 
is appropriate to spare the school the burden of withdrawing a student, 
performing a Return calculation, and returning Title IV grant or loan 
funds, only to award them again for the new payment period(s). 
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Extended DL Processing 


Direct Loan processing for an award year 
generally remains open in COD for 13 
months from the start of the award year. A 
school should be able to submit data via 
batch or web processing through that time 
unless it has already confirmed closeout 
for the impacted award year. If a school 
finds the year is closed in COD before 

the 13-month period is over, the school 
should contact COD School Relations for 
assistance in re-opening the award year. 


Once the 13-month period is over and 
COD has closed the year, a school may 
request Extended Processing through the 
COD School Relations Center. 


Toward the end of each award year the 
Department publishes an electronic 
announcement containing information 
on the closeout deadline and instructions 
on how schools can request Extended 
Processing for Direct Loans after the 
closeout deadline. 
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When a student who withdraws 
from a term-based credit-hour 
program offered in modules 
returns within a payment period 
or period of enrollment 


If a student enrolled in a term-based, credit- 
hour program offered in modules who 
withdrew without confirming an intent to 
return to a module later in the payment 
period or period of enrollment reenters 

the same program prior to the end of the 
payment period or period of enrollment, 
the student is treated as if he or she did not 
cease attendance. Please see the discussion 
under Withdrawals from programs offered 
in modules later in this chapter. 
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If a school treats the student as one who is not withdrawing from the 
school, no Return calculation is performed, and the student continues in 
the same payment period he started in with his original program. 


If a student for whom this approach is taken later withdraws from the 
school, the start and end dates used in Step 2 of the Return calculation 
will be the start of the first program and the end of the second. The 
charges used in Step 5 will be the total charged the student for the two 
programs. 


Eligibility of transfer students for additional Title IV funds 


Generally, at a clock-hour or non-term credit-hour school, a 
student can be paid again for clock hours or credit hours that he or she 
has already completed at that school only if he or she has completed a 
program and reenrolls to take that program again or to take another 
program. In addition, when a student reenters a clock-hour or credit- 
hour non-term-based program after 180 days, the student may be paid 
for repeated courses. (The recent limitation on students being paid 
for multiple repeats applies only to students enrolled in term-based 
programs.) 


For example, a student who withdraws after completing 302 clock 
hours of a 900 clock-hour program has 148 hours remaining in the 
450-hour payment period. The student reenrolls after 180 days in the 
same program and receives credit for 100 hours. The program length 
for purposes of determining the new payment periods is 800 clock 
hours (the remainder of the student’s program), so the new payment 
periods are 400 hours and 400 hours (the 302 hours completed and the 
148 hours that remained do not apply). Any reduction in the payment 
would be based on whether the student’s scheduled award or annual loan 
limits are exceeded. (If the student in this example received no credit for 
previously completed hours, the student’s program length for purposes of 
determining the payment periods would be 900 clock hours.) 


However, a transfer student’s eligibility for additional Title IV funds 
may be subject to a variety of limitations associated with the aid the 
student received during the student’s most recent period of attendance. 
For example, in the Pell Grant Program, a student may never receive 
more than his or her Pell scheduled award for an award year. In the 
Federal Direct Loan Program, the application of the annual loan limits 
imposes additional limitations on a borrower’s eligibility for funds when 
the borrower transfers (see Loan Principles Applicable to Reentry in and 
Transfer to Clock-Hour Programs, Non-Term Credit Hour Programs, 
and Nonstandard Term Credit-Hour Programs with Terms that Are Not 
Substantially Equal (in which no term is less than 9 weeks in length). 
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Loan Principles Applicable to Reentry in and Transfer to Clock-Hour Programs, Non- 
Term Credit Hour Programs, and Nonstandard Term Credit-Hour Programs with Terms 
that Are Not Substantially Equal (in which no term is less than 9 weeks in length) 


A Borrower-Based Academic Year, specifically BBAY3 (See Volume 3 for more information about 
BBAY3.) must be used to monitor annual loan limits of students in clock-hour programs, non- 
term credit hour programs, and nonstandard term credit-hour programs with terms that are not 
substantially equal (and in which no term is less than 9 weeks in length). 


When a student who withdrew renters the same clock-hour program or non-term credit hour 
program, within 180-days, the maximum amount the student can receive from his or her original 
loan equals the borrower's annual loan limit, less the amount previously borrowed for the 
academic year, plus any amount returned per 34 CFR 668.22. 


For student who transfers to a new school into a clock-hour program, non-term credit hour 
program, or nonstandard term credit-hour program with terms that are not substantially equal 
(and in which no term is less than 9 weeks in length), when an overlap exists between academic 
years of the two schools, the new school may originate an LOAn for abbreviated loan period that 
covers the remaining portion of the prior school’s academic year. (Note: the new school can find 
the prior school’s academic year in COD.) The abbreviated loan period at the new school ends 

on the calendar end date of the prior school’s academic year without regard to the weeks of 
instructional time and credit or clock hours completed by the student during the abbreviated loan 
period. 


The amount of the loan for the abbreviated loan period may not exceed the remaining balance 
of the student's annual loan limit at the grade level applicable at the new school. The borrower 

is not eligible for a new annual loan limit until the original academic year has ended. However, if 
the student is transferring into a program that is less than a full academic year in length, or into 
a remaining portion of a program that is less than a full academic year in length, the total loan 
amount the student receives for the abbreviated loan period and for any subsequent loan period 
may not exceed the prorated loan limit for the program or remaining portion of the program. If 
there is no overlap between the academic years of the two schools, the borrower is immediately 
eligible for a new annual loan limit. If the portion of the program that remains is less than an 
academic year, the loan could be subject to proration. 


When originating a new loan for a student the cost of attendance used for the new loan may 
include only those costs associated with the period for which the new loan is being originated. 


When a student withdraws after receiving the first disbursement but before the second 
disbursement, and then reenters the same program within 180 days, the school must extend the 
original loan period end date and academic year and reschedule the second disbursement. 


In this case, the student is held to the same disbursement requirements that applied initially (e.g., 

a student enrolled in a one-year clock hour program must successfully complete one-half the clock 
hours and one-half the weeks of instructional time in the program before he or she can receive the 
second disbursement). The borrower is not eligible for a new loan until the original loan period and 
original academic year have ended. If some portion of the program remains after the completion 
of the new loan period, the school can originate a new loan for that portion of the program. If the 
portion of the program that remains is less than an academic year, the loan limit would be subject 
to proration. 


See Volume 3 for examples of originating loans for transfer students with overlapping academic years and 
for guidance on proration of the annual loan limit. 
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DIRECTIONS FOR ADJUSTING DIRECT LOANS 


If a student who ceased attendance for a period in which he or she 
received a Direct Loan returns to school within the time that regulations 
require that his or her Title IV aid be redisbursed, a school must submit 
a change record to the Common Origination and Disbursement (COD) 
system that: 


¢ adjusts the amount of the loan to the amount appropriate to 
the enrollment status at which the student has reenrolled; 


¢ adjusts the academic year and loan period (award period) to 
the student’s new anticipated completion date; and 


« changes the disbursement dates to reflect when disbursements 
actually occur. 


If a school needs to submit a change record after the closeout date 


qi for an award year (the last processing day in July of the year following 
the award year of which the loan was originated), the school will need 
to request an extension to the established data submission (closeout) 
deadline. 


This can be done through the COD website at 
https://cod.ed.gov/ 


Authorized school users must log on to the website, select the 
“School” menu and then select “Request Post Deadline/Extended 
Processing” on the left side. Users then 


1. Select the correct award year and program for the request. 


2. Choose “Reentry within 180 days” from the drop down menu 
as the reason code. 


3. Provide an explanation for the request. 
4. Select “Submit? 


Schools will be notified if/when the request has been approved. 
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BREAKS IN ATTENDANCE FOR STUDENTS 
ENROLLED IN PROGRAMS MEASURED IN 
CREDIT HOURS WITHOUT ACADEMIC TERMS 


To receive Title IV aid, a student must be enrolled in an eligible 
program. That program has required courses, some of which must be 
taken in sequence. If no specific academic plan exists for a particular 
student, we consider the program requirements to be the student’s 
academic plan. 


A student who completes a course is expected to begin attending 
the next available course in the program until the student completes the 
credits for which he or she has received Title IV aid. If, before a student 
completes the credits for which he or she has received Title IV aid, 
the student fails to enroll in the next (appropriate in sequence) course 
in the program, the student must be put on an approved LOA or 
considered withdrawn. 


A student enrolled in a program measured in credit hours without 
academic terms who has completed the credits for which aid was awarded 
does not have to be considered a withdrawal or placed on LOA if he or 
she takes a break before enrolling in additional courses. 


CHANGING OR CORRECTING A 
RETURN CALCULATION 


Changes that aren’t corrections are allowed only if the change can be 
made in time for the institution to meet any applicable Return of Title IV 
Funds deadline. 


A change is not a correction if a calculation (Return/post- 
withdrawal disbursement) was correct at the time it was processed. 
For example, a school that used the midpoint as the withdrawal date may 
want to go back and revise an already processed Return of Title IV Funds 
calculation to use a last date of attendance at an academically related 
activity past the midpoint. Such a change is not a correction because 
the use of the midpoint was not a mistake—as would be using the 
wrong amount of a Pell Grant disbursement. Similarly, the signing of 
a promissory note after a calculation is processed is not a correction 
because failing to sign a promissory note is not a mistake. 


An institution is never required to do a recalculation of a change 
that is not a correction. 
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APPLICABLE DEADLINES 


Two main deadlines impact most Return of Title IV Funds 
calculations—the 45-day time frame for the Return of Funds (also see the 
discussion under Time frame for the return of Title IV funds later in this 
chapter), and the 30-day required notification of the need for authori- 
zation to make a post-withdrawal disbursement of Title IV loan funds 
(see the discussion under Post-withdrawal disbursement of Title IV Loan 
funds later in this chapter). 


Any action taken after a deadline, even a correction, is a violation 
of that deadline requirement. So, when an institution corrects a Return 
of Title IV Funds calculation and, as a result, returns funds after the 45- 
day deadline, it is a late return. Likewise, if a school makes a correction 
and fails to notify a student or parent that they are eligible for a post- 
withdrawal disbursement within 30 days of the date of the institution’s 
determination that the student withdrew, the school has violated that 
deadline. 


In the next section, we will discuss the data 
elements in the order in which they occur on the 
worksheets. The discussion that follows is not a set 
of instructions. It is an explanation of the criteria a 
school must consider as it enters data in the steps of 
the calculation. 
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STEP 1: STUDENT’S TITLE IV AID INFORMATION 


Title IV Aid disbursed 


A school must calculate the amount of earned Title IV funds by 
applying a percentage to the total amount of Title IV program assistance 
that was disbursed and that could have been disbursed. Under 
Step 1 of the worksheet, a school fills in the amount of each type of Title 
IV aid that was disbursed and that could have been disbursed. When 
entering the amount of loan funds, a school should enter the net amount 
of Aid disbursed and Aid that could have been disbursed. 


Generally, a student’s Title IV funds are disbursed when a school 
credits a student’s account with the funds or pays a student or parent 
directly with Title IV funds received from the Department. There are a 
couple of exceptions to this definition. For a complete discussion of the 
definition of disbursed Title IV funds, see Volume 4. 


A student’s aid is included as Aid disbursed in the calculation if it is 
disbursed as of the date of the institution’s determination that the 
student withdrew, and so long as the disbursement was not an 
inadvertent overpayment (see the discussion previously under Date of the 
institution’s determination that the student withdrew). 


Inadvertent overpayments 


Inadvertent overpayments are an exception. Inadvertent DCL GEN 04-03, February 2004 


overpayments—disbursements inadvertently made to a student after 
the student ceased attendance but prior to the date of the institution’s 
determination that the student withdrew—are included in a Return 
calculation as Aid that could have been disbursed rather than Aid 
disbursed. (See the discussion under Treatment of inadvertent 
overpayments later in this chapter.) 


A school may not alter the amounts of Title IV grant and loan funds 
that were disbursed prior to the school’s determination that the student 
withdrew. For example, a school may not replace a withdrawn student’s 
loan funds with grant funds that the student was otherwise eligible to 
receive before performing the Return calculation. 


Limits on Title IV Funds that 
May Be Included as 
Aid That Could Have Been 


Disbursed g3 


A ° ° A school may not include as Aid That Could 
Title IV Aid that could have been disbursed be ecard rel ened 
In addition to Aid disbursed, Aid that could have been disbursed if disbursed would, in combination with 
: ‘ ; Be other Pell funds previously received by the 
is also used in the calculation. There are two principles that govern the Aielsiit cause the ctudentta exceed Ale ot 
treatment of disbursements of Title IV funds in Return calculations. The her Pell Grant maximum lifetime eligibility. 
first principle provides that, for purposes of determining earned Title IV Likewise, a school may not include as Aid 


aid, generally, so long as the conditions for late disbursements in 34 CFR _ | That Could Have Been Disbursed Direct 
Subsidized Loan funds that would, in 


668.164(g)(2) were met prior to the date the student became ineligible, So inaaticnowiih aeiae lect sabddieed 
any undisbursed Title IV aid for the period for which the return Loan funds previously received by the 
calculation is performed is counted as Aid that could have been disbursed _| student, cause the student to exceed his or 
(regardless of whether the institution was prohibited from making the her 150% maximum eligibility period for 
disbursement on or before the day the student withdrew because of the Direct sdesidleed Loans 

limitations in 34 CFR 668.164(g)(4) or elsewhere). 
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Conditions for late disbursement 
34 CFR 668.164(g)(2) 


Limitations on making a late 
disbursement 
34 CFR 668.164(g)(4) 


Official EFC 


An “official EFC” is an EFC calculated by the 
Department and provided on a SAR or ISIR. 
It may or may not be a valid EFC (defined 
as an EFC based on information that is 
correct and complete). 


When a Student Drops Below 
Half time Before Withdrawing 


If a student who is otherwise eligible for a 
late first disbursement drops below half- 
time enrollment and then withdraws, the 
institution would include any undisbursed 
Direct Loan funds in the Return calculation 
as “Aid that could have been disbursed.” 
However, an institution may never make 

a post-withdrawal disbursement of Direct 
Loan funds a student could not have 
received if he or she had remained in 
school. 
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Any undisbursed Title IV aid for the period that the school uses as 
the basis for the Return calculation is counted as Aid that could have been 
disbursed as long as the following conditions were met before the date the 
student became ineligible: 


¢ For all programs, the Department processed a Student Aid 
Report (SAR) or Institutional Student Information Record 
(ISIR) with an official Expected Family Contribution (EFC) for 
the student. 


rs For an FSEOG award, the institution made the award to the 
student. 


¢ Fora Direct Loan, the institution originated the loan. 


¢ Fora Direct PLUS Loan a satisfactory credit check was 
received. 


rs For a Federal Perkins Loan, the institution made the award to 
the student. 


In all Title 1V loan programs, a promissory note must be signed for 
an LOAn to be included as Aid that could have been disbursed in a Return 
calculation. The signature may be obtained after the student withdraws. 
However, for the loan to be included as Aid that could have been 
disbursed, the promissory note must be signed before the school performs 
the Return calculation. 


Of course, a school can only include aid (e.g., the loan funds) for 
the period for which the institution does the Return calculation. If the 
calculation is performed on a payment period basis, the loan funds 
counted are those for the payment period; if the calculation is performed 
on the period of enrollment basis (e.g., the academic year basis), the loan 
funds counted are those for the entire period of enrollment. 


The second principle provides that a student can never receive as a 
post-withdrawal disbursement any funds from a disbursement that the 
institution was prohibited from making on or before the date the student 
withdrew. Therefore, although the following potential disbursements 
can be counted as “Aid that could have been disbursed” (if intended 
for the period for which the Return calculation is being performed), an 
institution is prohibited from disbursing: 


¢ for nonstandard term credit-hour programs where the terms 
are not substantially equal in length, credit-hour non-term 
programs, and clock-hour programs, a second disbursement of 
Direct Loan funds where the student has not successfully 
completed half of the number of credit hours or clock hours 
and half of the number of weeks of instructional time in the 
payment period (34 CFR 685.303(d)(ii)(B)); 


¢ asecond or subsequent disbursement of Direct Loan funds 
unless the student has graduated or successfully completed the 
loan period (34 CFR 668.164(g)(4)(ii)); 
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¢ adisbursement of Direct Loan or Perkins Loan funds for which 
the borrower has not signed a promissory note; 


¢ for clock-hour or credit-hour non-term programs, a 
disbursement of a Federal Pell Grant, Iraq and Afghanistan 
Service Grant, TEACH Grant, or for a subsequent payment 
period when the student has not completed the earlier payment 
period for which the student has already been paid 
(34 CFR 690.75(a)(3) and 34 CFR 691.75(a)(3)&(4)); 


¢ adisbursement of a Direct Loan to a first-year, first-time 
borrower who withdraws before the 30th day of the student's 
program of study (34 CFR 668.164(g)(4)(iii)) (except when this 
delay does not apply because of low default rates); 


¢ adisbursement of a Federal Pell Grant, Iraq and Afghanistan 
Service Grant, TEACH Grant or, to a student for whom the 
institution did not have a valid SAR/ISIR by the deadline 
established by ED (34 CFR 668.164(g)(4)(iv)) annually in the 
public deadline notice, and 


¢ a first disbursement of a Direct Loan (i.e., the first 
disbursement of a Direct Loan in an LOAn period) to a student 
enrolled in a modular program who has withdrawn before 
beginning attendance in enough courses to establish a half- 
time enrollment status. 


Some schools can use the 50% point as the withdrawal date for 
a student who unofficially withdraws in determining earned Title IV 
aid. However, to determine whether the funds can be disbursed as 
a post-withdrawal disbursement, the school must make a separate 
determination of the date the student lost eligibility. 


Exception to including funds as Aid that could have been 
disbursed when a student has a disqualifying comment code 


If a student’s SAR/ISIR contains a Comment Code that requires 
resolution (e.g., 100-Perkins Overpayment, or 132-Default) in order 
for the funds to be included as Aid that could have been disbursed, the 
underlying issue must be resolved before the institution performs the 
Return of Title [V Funds calculation and in time for the institution to 
meet any applicable Return of Title IV Funds deadline. 


Making a Separate 
Determination of Eligibility 
for a Post-withdrawal 
Disbursement 


Consider a student enrolled at a school 
that is not required to take attendance by 
an outside entity. The student registers for, 
and on September 1, begins attendance in 
12 credits. On September 15, the student 
drops classes worth seven credits, and his 
enrollment status changes to less than half 
time. On December 1, the school receives 
$2,000 in Stafford loan funds for the 
student. 


In reviewing its records, the school 
determines that the student stopped 
attending all classes and is an unofficial 
withdrawal. Though the school can use 
the 50% point as the withdrawal date, it 
must make a separate determination of the 
student's eligibility for a post-withdrawal 
disbursement. In this case, because the 
student lost eligibility for Stafford funds on 
September 15 (the day the student ceased 
to be enrolled at least half time), the 
student may not receive a post-withdrawal 
disbursement of Stafford loan funds. 


Example of prohibited 
disbursement 


Consider a credit-hour program where each 
semester comprises three modules of five 
weeks each. If a student enrolls in one three- 
credit course in the first module and one 
three-credit course in the second module— 
that is, he or she will not begin attendance 
in six credit hours, the school’s minimum 
half-time enrollment status—until he or she 
begins the course in the second module, 
the school is not required to, nor should 

it, delay the disbursement of the student's 
Direct Loan Program funds until he or she 
begins the course in the second module. 
However, if the student withdraws during 
the first module and the school has not 
made the first disbursement of a Direct Loan 
to the student prior to the withdrawal, the 
school may not make that first disbursement 
of the Direct Loan to the student at this 
point; however, the amount of the first 
disbursement would be included as Aid that 
could have been disbursed in the required 
Return calculation. 
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Treatment of inadvertent overpayments 


Discussion of inadvertent An inadvertent overpayment occurs when an institution disburses 
overpayments funds to a student who is no longer in attendance (for example, when 
Federal Register, Volume 64, Number 151, an institution makes a scheduled disbursement on Monday to a student 


August 6, 1999, Proposed Rules, page 43026 = who dropped out on the previous Friday). Inadvertent overpayments are 

Federal Register, Volume 64, Number 210, included in Return calculations as Aid that could have been disbursed 

November 1, 1999, Rules and Regulations, : : 

page 59018 rather than Aid that was disbursed. 

DCL GEN 04-03, February 2004 

A school is allowed to hold an inadvertent overpayment while 

determining if the student is owed a post-withdrawal disbursement. 
However, this is not intended to affect the amount of aid a student would 
receive under a Return calculation. Rather, it is permitted to avoid a 
school having to return funds only to have to later request and disburse 
them if a student is eligible for a post-withdrawal disbursement. 


An inadvertent overpayment does not create a separate basis for 
permitting funds to be paid to a student’s account. So, if an inadvertent 
overpayment does not meet the criteria for a late disbursement, the 
second principle under Title IV Aid that could have been disbursed 
discussed previously applies, and neither the institution nor the student 
may retain any portion of the overpayment. However, the funds are 
included as Aid that could have been disbursed and may result in a 
student being able to retain more grant funds. 


To be consistent with the aforementioned second principle, an 
institution must now treat inadvertent overpayments as Aid that could 
have been disbursed rather than aid that was disbursed. If the inadvertent 
overpayment could not have been made as a late disbursement under 
the regulations, the institution must return the entire amount of the 
overpayment. If the overpayment could have been made as a late 
disbursement, the institution must return only the unearned portion of 
the inadvertent overpayment. 


An institution is not required to return the inadvertent overpayment 
immediately but must return it within 45 days of the date of the 
institution’s determination that the student withdrew (the time frame for 
an institution’s return of Title IV funds under 34 CFR 668.22(j)(1)). An 
institution must return an inadvertent overpayment in accordance with 
the applicable regulations for returning overpayments. 
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For example, if a late disbursement would have been prohibited 
because the student had withdrawn and the disbursement would have 
been a late second or subsequent disbursement of a Direct Loan, the 
inadvertent overpayment must be returned because the student had not 
successfully completed the period of enrollment for which the loan was 
intended (34 CFR 668.164(g)(4)(ii)). 


Institutions are expected to have the administrative capability to 
prevent inadvertent overpayments on a routine basis. Specifically, an 
institution is expected to have in place a mechanism for making the 
necessary eligibility determinations prior to the disbursement of any Title 
IV, HEA program funds—for example, a process by which withdrawals 
are reported immediately to those individuals at the institution who are 
responsible for making Title IV, HEA program disbursements. During a 
program review, we would question a pattern or practice of making these 
inadvertent overpayments. 


Late arriving aid 


If a school is determining the treatment of Title IV funds on a 
payment period basis, the student’s Title IV program assistance used 
in the calculation is the aid that is disbursed or that could have been 
disbursed for the payment period during which the student withdrew. 
(Also, the institutional charges used in the calculation generally have to 
reflect the charges for the payment period.) 


If Aid that could have been disbursed during a previous payment 
period (completed by the student) is received in a subsequent period 
during which the student withdrew, the aid is not considered Aid 
disbursed or Aid that could have been disbursed in the period during 
which the student withdrew. This late-arriving assistance, while it can be 
disbursed in the current term, is disbursed for attendance in the previous 
term. Therefore, it is not included in the Return calculation for the period 
in which the student withdrew. 


For a student who has withdrawn, a school cannot disburse aid 
received for a previous semester unless the student qualifies for a late 
disbursement. 
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Examples of Second or Subsequent Direct Loan Disbursements 
and an Example of a Second Payment Period Pell Grant Disbursement 


Example 1 


Consider a student who withdrew after completing 400 clock hours in a 900 clock-hour program and 
before passing the midpoint in calendar time of the loan period. The loan period is the 900 clock-hour 
academic year. The payment periods are 450 hours each. The Return calculation is done ona 
period of enrollment basis. Half of the Direct Loan and half of a Federal Pell Grant were 
disbursed at the beginning of the first payment period, and the student was scheduled to receive the 
other half in the second payment period. Because the student had not completed half of the clock hours 
and, for the loan, half of the time in the loan period, the student was not eligible to receive the second 
installment of the loan and the Federal Pell Grant. Therefore, the second disbursements were not made 
before the student withdrew. 


Under current guidance, the second disbursements of both the Pell Grant and the loan are 
included as Aid that could have been disbursed in the calculation of earned Title IV aid so that the amount 
of Title lV aid used in the calculation (and earned by the student) will be larger. 


Please note, however, the institution may not make a post-withdrawal disbursement from the 
second scheduled disbursements of Pell or Direct Loan funds because of the prohibition on making these 
disbursements. 


Example 2 


Consider a student who completed 500 clock hours in a 900 clock-hour program and passed the 
midpoint in calendar time of the loan period at an institution that uses the period of enrollment as the 
basis for its Return calculations. The loan period is the 900 clock-hour academic year. The payment periods 
are 450 hours each. Half of the Direct Loan was disbursed at the beginning of the first payment period, 
and the student was scheduled to receive the second half in the second payment period. Although the 
student completed half of the clock hours and passed the midpoint in calendar time of the loan period 
and was otherwise eligible to receive the second installment of the loan, the second disbursement of 
the loan was not disbursed before the student withdrew. Because the Department had processed a SAR/ 
ISIR and the institution previously had originated the loan before the student lost eligibility, the second 
disbursement of the loan is included as Aid that could have been disbursed in the calculation of earned 
Title IV aid. 


However, the late disbursement regulations prohibit an institution from making a second or 
subsequent disbursement of a Direct Loan unless the student has graduated or successfully completed 
the period of enrollment for which the loan was intended. The Return requirements, including the post- 
withdrawal disbursement requirements, do not supersede this provision. Therefore, although in this 
case a second or subsequent Direct Loan disbursement is counted as Aid that could have been 
disbursed for purposes of determining earned Title IV aid, the funds may not be disbursed as part of 
a post-withdrawal disbursement. 
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Examples continued 


Example 3 


Consider a student who withdraws after completing 350 clock hours in a 900 clock- 
hour program at an institution that uses the period of enrollment as the basis for its Return 
calculations. The loan period is the 900 clock-hour academic year. The payment periods are 
450 hours each. The institution chooses to disburse the loan in four disbursements. The 
first quarter of the Direct Loan for the first quarter (225 hours) of the period of enrollment 
has been disbursed. The student is scheduled to receive the second quarter of the loan in 
the second half of the first 450-hour payment period. The student withdraws during the 
first payment period after receiving only the first disbursement of the loan. The second, 
third, and fourth scheduled disbursements of the loan are included in the calculation as 
Aid that could have been disbursed because the school has chosen to perform the Return 
calculation on the period of enrollment basis for all students in this program. However, the 
institution may not make a post-withdrawal disbursement from the second (or subsequent) 
scheduled disbursement of the loan because of the prohibition on making second or 
subsequent disbursements of Direct Loans when a student has not completed the period 
for which the loan was intended. 
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Withdrawal date at schools 


required to take attendance 
34 CFR 668.22(b) 
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STEP 2: PERCENTAGE OF TITLE IV AID EARNED 


The percentage of Title IV aid earned is determined differently for 
credit-hour program withdrawals and clock-hour program withdrawals. 
The requirements for determining a student’s withdrawal date, however, 
differ based on whether a school is required to take attendance or 
not. The withdrawal date is used to determine the point in time that 
the student is considered to have withdrawn so the percentage of the 
payment period or period of enrollment completed by the student can 
be determined. The percentage of Title IV aid earned is equal to the 
percentage of the payment period or period of enrollment completed. 


If the day the student withdrew occurs when or before the student 
completed 60% of the payment period or period of enrollment, the 
percentage earned is equal to the percentage of the payment period or 
period of enrollment that was completed. If the day the student withdrew 
occurs after the student has completed more than 60% of the payment 
period or period of enrollment, the percentage earned is 100%. 


Part 1—Withdrawal date 


The definition of a withdrawal date as outlined here is required for 
Title IV program purposes only—including the withdrawal date that a 
school must report to the Department if Direct Loan Program funds were 
received. A school may, but is not required to, use these withdrawal dates 
for its own institutional refund policies. 


The definition of a withdrawal date is used in determining the 
amount of aid a student has earned. Do not confuse it with the date of 
the institution’s determination that the student withdrew, discussed 
previously and used for other purposes in the Return of funds process. 


Withdrawal date for a student who withdraws from 
a school that is required to take attendance 


The goal of the Return provisions is to identify the date that most 
accurately reflects the point when a student ceases academic attendance, 
not the date that will maximize federal student aid to the institution or 
to the student. Generally, the most precise determination of a student’s 
withdrawal date is one that is made from institutional attendance records. 


If a school is required to take attendance, a student’s withdrawal date 
is always the last date of academic attendance as determined by the school 
from its attendance records. This date is used for all students who cease 
attendance, including those who do not return from an approved LOA, 
those who take an unapproved LOA, and those who officially withdraw. 
For information on what qualifies as academic attendance, see 
Academic attendance and attendance at an academically related 
activity later in this chapter. 
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Schools required to take attendance 


A school is required to take attendance not only when it is required 
to take attendance by an outside entity (such as the school’s accrediting 
agency or a state agency) that has a requirement that the school take 
attendance, but also when: 


¢ the school itself has a requirement that its instructors take 
attendance, or 


¢ the school or an outside entity has a requirement that can only 
be met by taking attendance or a comparable process, includ- 
ing but not limited to requiring that students in a program 
demonstrate attendance in the classes of that program or a por- 
tion of that program. 


These regulations describe when a school is considered to be required 
to take attendance for Title IV purposes; they do not require schools 
to take attendance. Again, a school is considered to be required to take 
attendance only when a school either requires the taking of attendance 
or is required by an outside entity to take attendance. A requirement that 
a student self-certify attendance directly to an outside entity does not 
make a school one that is required to take attendance. For example, a 
Veterans’ Administration requirement that benefit recipients self-report 
attendance would not result in a school requirement to take attendance 
of those students unless the school is required to verify the student’s self- 
certification. 


When a school has a requirment for taking attendance 


If a school does not require faculty to take attendance but a faculty 
member chooses to take attendance, then the school is not considered 
a school required to take attendance. If, however, a school requires its 
faculty to take attendance, whether at the program, department, or 
institutional level, then those attendance records must be used by the 
school in determining a student’s date of withdrawal. 


Schools that do not require the taking of attendance and are not 
required to take attendance by an outside entity are not prohibited from 
using individual faculty members’ attendance records in determining a 
student’s date of withdrawal. The Department encourages schools to use 
the best information available in making this determination. 
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Example of Taking Attendance 


Ten students at Peabody University 
receive assistance from the state. The state 
requires the school to take attendance 
for the recipients of the state’s education 
benefits. Peabody University is not 
required by any other outside entity to 
take attendance for any of its other 
students. Seven of the 10 students who 
receive state benefits are also Title IV 
program recipients. If any of those seven 
students withdraw from the school, the 
school must use the state required 
attendance records to determine the 
withdrawal date as required for 
institutions required to take attendance. 
For all other Title lV program recipients 
at Peabody University who withdraw, the 
school must determine the withdrawal 
date in accordance with the requirements 
for students who withdraw from a school 
that is not required to take attendance. 


When a school requires faculty 
to provide an LDA for students 
who receive all “F” grades 


A requirement that faculty provide a 

last date of attendance for students 

who receive all “F” grades to determine 
whether a student with failing grades has 
unofficially withdrawn does not make 
the school one that is required to take 
attendance. 


Only if the school requires its faculty 

to collect or record information about 
whether a student was in attendance is 
the school considered to be one that is 
required to take attendance. 
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A school is responsible for ensuring that it is in compliance with 
the requirements for schools that are required to take attendance even 
if some faculty do not comply with the school’s attendance-taking 
policy. For students enrolled in classes taught by faculty who fail to take 


The monitoring of whether online students} attendance, a student’s withdrawal date will be the last date of academic 
log into classes does not by itself result in 


a school being a school that is required to 


Monitoring Students Who Log 
into Online Classes 


attendance from the attendance records taken by the faculty that did 


take attendance for Title IV purposes. take attendance. If, at a school required to take attendance, no records g3 
of a student’s academic attendance exist, the student is considered 
If, however, the monitoring of student not to have begun attendance for Title IV program purposes and 


activity is tracking academic engagement, | never to have established eligibility for the Title IV program funds. 
then the school would be a school that Title IV Pind oad d ho failed bhish 
is required to take attendance for Title IV a . _ POR ar ands Tec en Dy att ; ware _ establis 
purposes. eligibility must be handled by the school in accordance with the 
procedures described previously under When a student who fails to 
begin attendance in all the courses he or she was scheduled to attend 


withdraws. 


Requirements that can only be met by taking attendance 
Schools required to take The Department is looking at the substance of the information that is 
attendance available rather than the way that information is described or portrayed 
Be GENST aie) 201) by the school or outside entity. If the school is required to collect or 

record information about whether a student was in attendance during 

a payment period, or during a limited period of time during a payment 

period, that information should be used to determine if the student 

ceased attendance during that period. 


For schools that are required to measure the clock hours a student 
completes in a program, the Department believes that this is, in 
substance, a requirement for those schools to take attendance for those 
programs since they satisfy both the requirement of determining that a 
student is present and that the student is participating in a core academic 
activity. 


5-48 


Glossary-Acronyms CFR DCL 


Chapter 1—Withdrawals and the Return of Title IV Funds 


Attendance taking requirements for some students 


If a school is required to take attendance by an outside entity (for 
example, a state Workforce Development Agency) for only some 
students, the school is required to use those attendance records to 
determine a student’s withdrawal date (the last date of academic 
attendance) for those students. The school would not be required to take 
attendance for any of its other students or to use attendance records to 
determine the withdrawal dates of any of its other students unless the 
school is one required to take attendance for those students by its own 
rules or another outside entity. 


When a school takes attendance for one day 
or a limited period 


If a school is required to take attendance or requires that attendance 
be taken on only one specified day to meet a census reporting 
requirement, the school is not one required to take attendance. In 
addition, if'a school is required to take attendance or requires that 
attendance be taken for a limited period, the school must use its 
attendance records for that limited period to determine a withdrawal 
date for a student. Students in attendance at the last time attendance is 
required to be taken during the limited period who subsequently stop 
attending during the payment period, but subsequent to the limited 
period of attendance taking, will be treated as students for whom the 
school was not required to take attendance. 


Unless a school demonstrates that a withdrawn student who is not in 
attendance at the end of the limited period of required attendance taking 
attended after the limited period, the student’s withdrawal date would be 
determined according to the requirements for a school that is required 
to take attendance. That is, the student’s withdrawal date would be the 
last date of academic attendance, as determined by the school from its 
attendance records. 


If the school demonstrates that the student attended past the end 
of the limited period, the student’s withdrawal date is determined in 
accordance with the requirements for a school that is not required to take 
attendance. So, for a student the school has determined attended past the 
limited period and has unofficially withdrawn, the student’s withdrawal 
date is the midpoint of the payment period or period of enrollment 
unless the school uses a last date of attendance at an academically related 
activity. The school, therefore, has the option to document a student’s 
last date of attendance at an academically related activity, but a school 
is not required to take attendance past the end of the limited period of 
attendance taking. 
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Census dates in programs offered 
in modules 


For a program that is offered in modules, a 
school may require that attendance be taken 
ona single specified day in each module (i.e., 
have one census date per module) without 
the school being considered one that is 
required to take attendance. 


Taking attendance for one day as 
opposed to a limited period 


If a school is taking attendance to determine 
whether each student attended at least once 
during a period of time (for example, the first 
two weeks of a term) but does not continue 
to monitor attendance for a student after the 
one day of confirmed attendance, it is not 

a school that is required to take attendance 
for Title IV program purposes. However, if a 
school takes attendance throughout a period 
to determine when students are and are not 
present, then the school is taking attendance 
for a limited period, and the school is one 
that is required to take attendance for Title IV 
program purposes for that limited period. 
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When a Student Officially 
Withdraws After the End of 
a Limited Period of Required 
Attendance Taking 


Consider a student who is not in 
attendance in her classes on the last 
day of a two-week period of required 
attendance taking. The student begins 
the school’s official withdrawal process 
two weeks after the end of the two- 
week period of required attendance 
taking. The school must demonstrate 
that the student was in attendance 
after the two-week attendance taking 
period to use the date the student 
begins the school's official withdrawal 
process as the withdrawal date. If it 
cannot, the student's withdrawal date 
is the last date of academic attendance 
during the period of attendance taking, 
as determined by the school from its 
attendance records. 


When attendance taking is required only for some classes 


A school is required to take attendance if attendance taking is 
required in all classes in the program for a period of time. For example, 
if a school requires that attendance be taken in all core classes but 
not elective classes, when the core classes in the program are taken in 
isolation, for the period of time that students are taking only core classes, 
the program is one for which the school is required to take attendance. 


If core and elective classes are taken at the same time and attendance 
taking is not required for the elective classes, then for the period of time 
that core and non-core classes are taken together, the school is not one 
that is required to take attendance for that program. 
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Determining a student’s withdrawal date at 
a school that is not required to take attendance 


If a school is not required to take attendance, the determination 
of a withdrawal date varies with the type of withdrawal. The chart on 
Withdrawal Dates near the end of this chapter lists the withdrawal date 
for the various types of withdrawals, as well as the date of the institution’s 
determination that the student withdrew for each type of withdrawal. 


Official notification 


A student may provide official notification of his or her intent to 
withdraw by following the school’s withdrawal process. In this case, the 
withdrawal date is the date the student begins the school’s withdrawal 
process. A student may also provide official notification in other ways. If 
a student otherwise provides official notification (as explained later), the 
withdrawal date is the date notification was provided. 


These withdrawal dates apply even if a student begins the school’s 
withdrawal process or otherwise notifies the school of his or her intent to 
withdraw and projects a future last date of attendance. However, a school 
that is not required to take attendance may always use a last date of 
attendance at an academically related activity as a student’s withdrawal 
date (this is discussed in detail later). Therefore, a school could use a later 
last documented date of attendance at an academically related activity if 
this date more accurately reflects the student’s withdrawal date than the 
date the student begins the school’s withdrawal process or notifies the 
school of his or her intent to withdraw. 


School's withdrawal process 


The beginning of the school’s withdrawal process must be 
defined. The individual definition is left up to the school. Schools 
are required to make available to students a statement specifying the 
requirements for officially withdrawing from the school. 


While the institution’s officially defined withdrawal process might 
include a number of required steps, and though the institution might 
not recognize the student’s withdrawal (for purposes of determining an 
institutional refund) until the student has completed all the required 
steps, for the purpose of calculating the Return of Title IV funds, the date 
the student began the institution’s withdrawal process is the withdrawal 
date for Title IV purposes. 


FSA HB May 2016 


Official notification 
34 CFR 668.22(c)(1)(i) and (ii) 


Official notification defined 

A notice of intent to withdraw that a student 
provides to an office designated by the 
institution. 

34 CFR 668.22(c)(5)(i) 


Notification Example 


For example, if on May 5, a student 
provided notification of his or her intent to 
cease attending the school beginning on 
May 10, the withdrawal date is May 5. 
However, the school may use May 10 as the 
student's withdrawal date if the 

institution documents May 10 as the 
student's last date of attendance at an 
academically related activity. 


Consumer Information ona 
School’s Withdrawal Process 
A school is expected to identify the 


beginning of its process as a part of the 
school’s consumer information regarding 


withdrawal (see Volume 2). A school should 
be able to demonstrate consistent 
application of its withdrawal process, 
including its determination of the 
beginning of that process. 
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Otherwise provides official 


notification 
34 CFR 668.22(c)(5) 


Informal contact with 
a school employee 


If the student provides notification to an 
employee of a designated office while that 
person is not acting in his or her official 
capacity (for example, the student runs 
into her financial aid officer at the grocery 
store), we would expect the employee 

to inform the student of the appropriate 
means for providing official notification of 
his or her intent to withdraw. 
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Otherwise provides official notification 


Official notification to the school occurs when a student notifies 
an office designated by the school of his or her intent to withdraw. 
In its written description of its withdrawal procedures, a school must 
designate at least one office for this purpose. For example, a school could 
designate a dean’s, registrar’s, or financial aid office. If a student provides 
notification to an employee of that office while that person is acting in his 
or her official capacity, the student has provided official notification. 


Official notification from the student is any official notification that is 
provided in writing or orally to a designated campus official acting in his 
or her official capacity in the withdrawal process. Acceptable official 
notification includes notification by a student via telephone, through 
a designated website or orally in person. The responsibility for 
documenting oral notifications is the school’s. However, the school may 
request, but not require, the student to confirm his or her oral notification 
in writing. If a student provides official notification of withdrawal to the 
institution by sending a letter to the designated office stating his or her 
intent to withdraw, the withdrawal date is the date that the institution 
receives the letter. Notification is not provided to an institution until 
the institution receives the notification. Note that an institution always 
has the option of using the date of a student's last participation in an 
academically related activity as long as that participation is documented 
by a campus official. 


Intent to withdraw means that the student indicates he or she 
has either ceased to attend the school and does not plan to resume 
academic attendance or believes at the time he or she provides 
notification that he or she will cease to attend the school. A student 
who contacts a school and only requests information on aspects of the 
withdrawal process, such as the potential consequences of withdrawal, 
would not be considered a student who is indicating that he or she plans 
to withdraw. However, if the student indicates that he or she is requesting 
the information because he or she plans to cease attendance, the student 
would be considered to have provided official notification of his or her 
intent to withdraw. 
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When a student triggers both dates 


A student might both begin the school’s withdrawal process and When a student triggers both 
otherwise provide official notification to the school of his or her intent dates 
to withdraw. For example, on November 1, a student calls the school’s 34 CFR 668.22(c)(2)(ii) 
designated office and states his or her intent to withdraw. Later, on 
December 1, the student begins the school’s withdrawal process by 
submitting a withdrawal form. If both dates are triggered, the earlier 
date, November 1 in this case, is the student’s withdrawal date. 


Remember that a school that is not required to take attendance is 
always permitted to use the last date of an academically related activity 
that the student participated in as the student’s withdrawal date. So, if a 
student continues to attend class past the date the student provides 
notification, and the school chooses to do so, the school may document 
and use the student’s last day of attendance at an academically related 
activity as the student’s withdrawal date in the Return calculation. 


Official notification not provided by the student 


A student who leaves a school does not always notify the school 
of his or her withdrawal. There are two categories of these unofficial 
withdrawals for purposes of this calculation. First, if the school 
determines that a student did not begin the withdrawal process or 
otherwise notify the school of the intent to withdraw due to illness, 
accident, grievous personal loss, or other circumstances beyond the 
student’s control, the withdrawal date is the date the school determines 
that the student ceased attendance because of the aforementioned 
applicable event. 


The second category of unofficial withdrawals encompasses all other 
withdrawals where official notification is not provided to the school. 
This rule applies only to schools that are not required to take attendance. 
For these withdrawals, commonly known as dropouts, the withdrawal 
date is the midpoint of the payment period or period of enrollment, as 
applicable, or the last date of an academically related activity in which the 
student participated. 
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Withdrawal due to circumstances 


beyond the student's control 
34 CFR 668.22(c)(1)(iv) 


WLLL tg, 
! fe 


Withdrawal Date For 
Administrative Withdrawals 


sadteadinitiilittttee 


satiate 


‘A school may not artificially create a 

| withdrawal date for a student that is 
|beyond the “trigger point” that causes the 
\school to administratively withdraw the 
‘student. 


“itll 


vadtuitiiitle 


if for example, a school can document 
that it has a uniform policy of withdrawing 
‘students after a specified (and reasonable) 
{number of absences that applies 
‘throughout the payment period/period of 
enrollment, then the date that a student 
‘exceeded that number of absences would 
\be the date that the school would normally 
suse as the withdrawal date. 


LL cect 


“itll 


{In a slightly different scenario, if a school 
‘administratively withdraws a student 
Sse all of the student's instructors 
|report that the student has ceased 
[attendance as of a certain date (e.g., a 
jcensus date) then the last possible date 
‘of the withdrawal for that student is that 
\(census) date. 

if a school administratively withdraws a 
| student for some reason other than 
excessive absences, it similarly will have 
‘to determine the date of the event that 
‘caused the school to make that decision to 
ey the student. 


vadtdidtlidlde 


sadtninaaniiiiiittie 


“itll 


satddiidlitiittie 


iif a school can show that a student 

| participated in an academically related 
‘activity after the date of the event that 
\caused the school to terminate his/her 
tenrollment (but still before the school 
‘withdrew the student), the school could 
use the date of the academically related 
[activity as the last date of attendance. 


MeL eccccccccccecddeecccededdddeeeeeleeeceddedeceddeddddddca 


i 


- i 
Mecca 


Time frame for the 


determination 
34 CFR 668.22(j)(2) 


All other withdrawals 
34 CFR 668.22(c)(1)(iii) 


Withdrawal without student notification due to 
circumstances beyond the student’s control 


There are two circumstances in which a special rule applies that 
defines a withdrawal date for a student who withdraws due to 
circumstances beyond the student’s control. They apply when (1) a 
student who would have provided official notification to the school was 
prevented from doing so due to those circumstances; and (2) a student 
withdrew due to circumstances beyond the student’s control and a second 
party provided notification of the student’s withdrawal on the student’s 
behalf. 


A school may determine the withdrawal date that most accurately 
reflects when the student ceased academic attendance due to the 
circumstances beyond the student’s control. This date would not 
necessarily have to be the date of the occurrence of the circumstance. For 
example, if a student is assaulted, he or she may continue to attend school 
but ultimately not be able to complete the period because of the trauma 
experienced. Because the student’s withdrawal was the result of the 
assault, the withdrawal date would be the date the student actually left 
the school, not the date of the assault. A school should document that the 
student left at the later date because of issues related to the assault. 


If a school administratively withdraws a student (e.g., expels, 
suspends, or cancels the student’s registration) who has not notified the 
school of his or her intent to withdraw, the last possible date of with- 
drawal for the student is the date the school terminates the student’s 
enrollment. However, an institution may not artificially create a 
withdrawal date for such a student that is beyond the midpoint of the 
period by simply choosing to withdraw the student after the midpoint. 
Of course, if the school can document that the student continued his or 
her attendance past the midpoint, the school may use a later date. 
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Withdrawal date when a student dies 


If a school that is not required to take attendance is informed 
that a student has died, it must determine the withdrawal date for the 
student under 34 CFR 668.22(c)(1)(iv). This section provides that if 
the institution determines that a student did not begin its withdrawal 
process or otherwise provide official notification of his or her intent to 
withdraw because of illness, accident, grievous personal loss, or other 
such circumstances beyond the student’s control, the withdrawal date is 
the date that the institution determines is related to that circumstance. 


The withdrawal date can be no later than the date of the student’s 
death. For an institution that is required to take attendance, the 
withdrawal date for a student who has died is the last date of attendance 
as determined from the school’s attendance records. The school 
must maintain the documentation it received that the 
student has died and determine an appropriate withdrawal date. 


(For more information on how the death of a student affects the 
Return process, see the discussion under When a student receiving Title 
IV aid dies during the payment period or period of enrollment later in this 
chapter. For complete information on how a school should proceed when 
a student dies see, Appendix D in the larger Handbook.) 


All other withdrawals without student notification 


For all other withdrawals without notification, the withdrawal date 
is the midpoint of the payment period or the period of enrollment, as 
applicable at an institution not required to take attendance by an outside 
entity. 
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When a student fails to earn 


a passing grade 
DCL GEN-04-03, February 2004 


Testing the Use of a 
Grading Policy 


If a school uses its grading policy to 
determine whether students with failing 
grades have unofficially withdrawn, during 
compliance audits and program reviews, 
student records might be examined to 
determine whether the grades assigned 
accurately represent the students’ 
attendance. 
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Time frame for the determination of a withdrawal date 
for an unofficial withdrawal 


A school may not know that a student has dropped out (unofficially 
withdrawn) until the school checks its records at the end of an academic 
period. However, to ensure that Title IV funds are returned within a 
reasonable period of time, a school must determine the withdrawal date 
(for a student who withdrew without providing notification) within 30 
calendar days from the earlier of (1) the end of the payment period or 
period of enrollment, as applicable, (2) the end of the academic year, or 
(3) the end of the student’s educational program. 


A school must develop a mechanism for determining whether a 
student who began attendance and received or could have received an 
initial disbursement of Title IV funds unofficially withdrew (ceased 
attendance without providing official notification or expressed intent 
to withdraw) during a payment period or period of enrollment, as 
applicable. Section 34 CFR 668.22(j)(2) requires that a school have a 
mechanism in place for identifying and resolving instances where a 
student’s attendance through the end of the period cannot be confirmed. 
That is, institutions are expected to have procedures for determining 
when a student’s absence is a withdrawal. The school must make that 
determination as soon as possible but no later than 30 days after the end 
of the earlier of: 


e the payment period or period of enrollment, as 
applicable, 


e the academic year, or 


e the program. 
When students fail to earn a passing grade in any class 


An institution must have a procedure for determining whether a 
Title IV recipient who began attendance during a period completed 
the period or should be treated as a withdrawal. We do not require that 
an institution use a specific procedure for making this determination. 


If a student earns a passing grade in one or more of his or her classes 
offered over an entire period, for that class, an institution may presume 
that the student completed the course and thus completed the period. If 
a student who began attendance and has not officially withdrawn fails to 
earn a passing grade in at least one course offered over an entire period, 
the institution must assume, for Title IV purposes, that the student has 
unofficially withdrawn, unless the institution can document that the 
student completed the period. 
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In some cases, a school may use its policy for awarding or reporting 
final grades to determine whether a student who failed to earn a passing 
grade in any of his or her classes completed the period. For example, a 
school might have an official grading policy that provides instructors 
with the ability to differentiate between those students who complete the 
course but failed to achieve the course objectives and those students who 
did not complete the course. If so, the institution may use its academic 
policy for awarding final grades to determine that a student who did 
not receive at least one passing grade nevertheless completed the period. 
Another school might require instructors to report, for all students 
awarded a non-passing grade, the student’s last day of attendance (LDA). 
The sc-hool may use this information to determine whether a student 
who received all “F” grades withdrew. If one instructor reports that the 
student attended through the end of the period, then the student is not a 
withdrawal. In the absence of evidence of a last day of attendance at an 
academically related activity, a school must consider a student who failed 
to earn a passing grade in all classes to be an unofficial withdrawal. 


Example of a Grading Policy That Could Be Used to Determine 
Whether a Student Unofficially Withdrew 


F (Failing) Awarded to students who complete the course but fail to achieve the 
course objectives. 


I-U (Incomplete-Unauthorized) Awarded to students who did not officially withdraw 
from the course but who failed to participate in course activities through the end of 
the period. It is used when, in the opinion of the instructor, completed assignments 
or course activities or both were insufficient to make normal evaluation of academic 
performance possible. 


To serve as documentation that a student who received all “F” grades had not 
withdrawn, such a grading policy would have to require instructors to award the “F” (or 
equivalent grade) only to students who completed the course (but who failed to achieve 
the course objectives). In addition, the policy would have to require that instructors 
award an alternative grade, such as the “I-U” grade, to students who failed to complete 
the course. If the system allows an instructor to indicate the date the student last 
participated in course activities, this date would be helpful if an institution chose to use 
attendance at an academically related activity as a student's withdrawal date. 


At a school using such a grading policy, if a student received at least one grade of 
“F”, the student would be considered to have completed the course and, like a student 
who received at least one passing grade, would not be treated as a withdrawal. A 
student who did not officially withdraw and did not receive either a passing grade or an 
“F” in at least one course must be considered to have unofficially withdrawn. As noted 
previously, when a student unofficially withdraws from an institution that is not required 
to take attendance, the institution may use either the student's last date of attendance 
at an academically related activity or the midpoint of the period as the student's 
withdrawal date. 
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Last date of attendance at an 


academically related activity 
34 CFR 668.22(c)(3) 


Withdrawals after rescission 


of official notification 
34 CFR 668.22(c)(2)(i) 
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Last date of attendance at an academically related activity 


A school that is not required to take attendance may always use a 
student’s last date of attendance at an academically related activity, as 
documented by the school, as the student’s withdrawal date, in lieu of 
the withdrawal dates listed previously. So, if a student begins the school’s 
withdrawal process or otherwise provides official notification of his or her 
intent to withdraw and then attends an academically related activity after 
that date, the school would have the option of using that last actual 
attendance date as the student’s withdrawal date, provided the school 
documents the student’s attendance at the activity. Similarly, a school 
could choose to use an earlier date if it believes the last documented date 
of attendance at an academically related activity more accurately reflects 
the student’s withdrawal date than the date the student began the school’s 
withdrawal process or otherwise provided official notification of his or 
her intent to withdraw. Please note that a school is not required to take 
class attendance to demonstrate academic attendance for this purpose. 
For more information on what qualifies as academically related 
activity, see the discussion under Academic attendance and attendance at 
an academically related activity. 


Withdrawals after rescission of official notification 


A student may provide official notification to the school of the intent 
to withdraw and then change his or her mind. To allow a student to 
rescind his or her intent to withdraw for purposes of this calculation, the 
school must obtain a written statement from the student stating his or her 
intent to remain in academic attendance through the end of the payment 
period or period of enrollment. If the student subsequently withdraws 
after rescinding an intent to withdraw, the withdrawal date is the date 
the student first provided notification to the school or began the school’s 
withdrawal process, unless the school chooses to document a last date of 
attendance at an academically related activity. 


For example, Dave notifies his school of his intent to withdraw on 
January 5. On January 6, Dave notifies the school that he has changed his 
mind and has decided to continue to attend the school, and provides the 
required written statement to that effect. On February 15, Dave notifies 
the school that he is withdrawing and actually does. The school has a 
record of an exam that Dave took on February 9. The school may use 
February 9 as Dave’s withdrawal date. 


If the school could not or did not choose to document a last date of 
attendance at an academically related activity for Dave (in this case, the 
record of the exam), his withdrawal date would be January 5, the date of 
Dave’s original notification of his intent to withdraw, not February 15. 
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Academic attendance and attendance at an academically 
related activity 


63 For a school that is required to take attendance, the withdrawal 

date is always the last date of academic attendance as determined by 
the school from its attendance records. A school that is not required to 
take attendance may always use as a withdrawal date a student’s last date 
of attendance at an academically related activity. 


Counting Excused Absences 


Moreover, the school (not the student) must document eave iatendance 
A school may only count as days in 
attendance excused absences that are 

e the student’s attendance at the activity. followed by some class attendance. That is, 
a school may not include as days attended 
any excused absences that occur after a 
student's last day of actual attendance. 


¢ that the activity is academic or academically related, and 


Academically related activities include but are not limited to the 
following: 


¢ physically attending a class where there is an opportunity for 
direct interaction between the instructor and students; 


¢ submitting an academic assignment; 


¢ taking an exam, completing an interactive tutorial, or partici- 
pating in computer-assisted instruction; 


¢ attending a study group that is assigned by the school; 


¢ participating in an online discussion about academic matters; 
and 


¢ — initiating contact with a faculty member to ask a question 


about the academic subject studied in the course. 


A school that is required to take attendance may use the school’s 
records of attendance at these activities as evidence of attendance, 
provided there is no conflict with the requirements of an outside entity 
that requires the school to take attendance or, if applicable, the school’s 
own requirements. 


Academically related activities do not include activities where a 
student may be present but not academically engaged, such as: 
¢ living in institutional housing, 
¢ participating in the school’s meal plan, 
¢ logging into an online class without active participation, 
¢ participating in academic counseling or advisement. 
€3 Participation in academic counseling and advising are no longer 


considered to be academic attendance or attendance at an academically 
related activity. 
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Documenting a student’s 
withdrawal date 

34 CFR 668.22(b)(2) 

34 CFR 668.22(c)(4) 


Determining a student's withdrawal date 
at a school that is not required to take 
attendance 

34 CFR 668.22(c) 


Maintaining Records Q 


A school must determine and maintain the 
records that most accurately support its 
determination of a student’s withdrawal date 
and the school’s use of one withdrawal date 
over another if the school has conflicting 
information. 


At a school that is not required to take 
attendance, but is using a last date of 
attendance at an academically related 
activity as a withdrawal date, it is up to the 
school to ensure that accurate records are 
kept for purposes of identifying a student's 
last date of academic attendance or last date 
of attendance at an academically related 
activity. 
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Documenting attendance when students are enrolled 
in distance education courses 


In a distance education context, documenting that a student 
has logged into an online class is not sufficient, by itself, to 
demonstrate academic attendance by the student. A school must 
demonstrate that a student participated in class or was otherwise en- 
gaged in an academically related activity, such as by contributing to 
an online discussion or initiating contact with a faculty member to 
ask a course-related question. 


Examples of acceptable evidence of academic attendance and 
attendance at an academically-related activity in a distance education 
program include: 


Sd 


student submission of an academic assignment, 
¢ student submission of an exam, 


¢ documented student participation in an interactive tutorial or 
computer-assisted instruction, 


¢ aposting by the student showing the student's participation in 
an online study group that is assigned by the institution, 


¢ aposting by the student in a discussion forum showing the 
student's participation in an online discussion about academic 
matters, and 


¢ an e-mail from the student or other documentation showing 
that the student initiated contact with a faculty member to ask 
a question about the academic subject studied in the course. 


Documentation of a withdrawal date 


A school must document a student’s withdrawal date and 
maintain that documentation as of the date of the school’s determination 
that the student withdrew. A school must determine the attendance 
records that most accurately support its determination of a student’s 
withdrawal date and the school’s use of one date over another if the 
school has conflicting information. The determination of a student’s 
withdrawal date is the responsibility of the school. A student’s 
certification of attendance that is not supported by institutional 
documentation is not acceptable. If a school is required to take 
attendance, it is up to the school to ensure that accurate attendance 
records are kept for purposes of identifying a student’s last date of 
academic attendance. 


As with other Title IV program records, documentation must be 


retained and available for examination in accordance with the regulatory 
provisions for recordkeeping (34 CFR 668.24). 
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Withdrawals from programs offered in modules 


Previously, under guidance provided in DCL GEN-00-24, if a student 
attending a standard, term-based program 
offered in modules ceased attendance after completing one module, the 
student was not considered to have withdrawn, and the school was not 
required to perform a Return calculation. This is no longer the case. 
Under the October 29, 2010, final regulations, for all programs offered in 
modules, a student is considered to have withdrawn for Title IV purposes 
if the student ceases attendance at any point prior to completing the 


payment period or period of enrollment, unless the school obtains written 


confirmation from the student at the time of the withdrawal that he or 
she will attend a module that begins later in the same payment period or 
period of enrollment. 


In addition, for a student in a non-term or nonstandard-term 
program offered in modules, a student is considered to have withdrawn 
from the program if the student is not scheduled to begin another course 
within the payment period or period of enrollment for more than 45 
calendar days after the end of the module the student ceased attending, 
unless the student is on an approved leave of absence. So, for a student 
in a non-term or nonstandard-term program offered in modules who 
ceases attendance, the student is considered to have withdrawn for Title 
IV purposes unless the school obtains written confirmation from the 
student at the time of the withdrawal that he or she will attend a module 
that begins later in the same payment period or period of enrollment, 
provided the later module the student will attend begins no later than 45 
calendar days after the end of the module the student ceased attending. 


If a school obtains a written confirmation of future attendance but 
the student does not return as scheduled, the student is considered to 
have withdrawn from the payment period or period of enrollment. The 
student’s withdrawal date and the total number of calendar days in the 
payment period or period of enrollment are the withdrawal date and 
total number of calendar days as of the student’s last day of attendance 
(those that would have applied if the student had not provided written 
confirmation of future attendance). 


As discussed earlier in this chapter under Reentry within 180 days, 
if a student who withdraws from a clock-hour or non-term credit hour 
program returns to the same program at the school within 180 calendar 
days, the student is treated as though he or she did not cease attendance. 
Similarly, under the October 29, 2010, final regulations, if a student 
enrolled in a term-based credit-hour program offered in modules who 
withdrew without confirming an intent to return to a module later in the 
payment period or period of enrollment reenters the same program prior 
to the end of the payment period or period of enrollment, the student is 
treated as if he or she did not cease attendance. 
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Withdrawal from programs 


offered in modules 
DCL-GEN-11-14 July 2011 


When an administrative 


If a school has a policy to administratively 
withdraw a student who fails to begin 
attendance in another course within a 
period of time that is less than the 45- 
day period, the student is considered 

a withdrawal for Title IV purposes, and 
the school must determine the student's 
withdrawal date in accordance with 

the requirements for administrative 
withdrawals. 


For a school that is required to take 
attendance, a student's withdrawal 

date is always the last date of academic 
attendance as determined by the school 
from its attendance records. At a school 
that is not required to take attendance, an 
administrative withdrawal is considered 
to be a withdrawal without student 
notification due to circumstances beyond 
the student's control, and the withdrawal 
date is the date that the school determines 
is related to that circumstance (34 CFR 
668.22 (c)(1)(iv)). 


The last possible date of withdrawal for a 
student that is administratively withdrawn 
due to a period of nonattendance for a 
specified period is the date that started 
the period of nonattendance (i.e., the 
beginning of the period of nonattendance 
that triggered the administrative 
withdrawal). 
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A specific program might be classified as 
one that a school offers in standard terms, 
nonstandard terms, or even as a non- 
term program. However, determinations 
about which format a student is attending 
are made on a student-by-student and 
semester-by-semester basis. 


Consider a student enrolled in a program 
offered predominantly in standard terms 
without modules. However, the third 
semester of the program is composed of 
clinical coursework offered in modules. 
If a student withdraws during the third 
semester, the student would have to 

be treated as one who withdrew from a 
modular program. 
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Determining if a program is offered in modules 


A program is offered in modules if, for a payment period or 
period of enrollment, a course or courses in the program do not span 
the entire length of the payment period or period of enrollment. The 
determination of whether a program is offered in modules is made on a 
payment-period-by-payment-period or period of enrollment-by-period 
of enrollment basis, as appropriate, and is student specific. So, while some 
payment periods or periods of enrollment in a student’s program may 
be considered to be offered in modules, others may not. If all the courses 
in a program for a particular payment period or period of enrollment, 
as applicable, span the entire length of the period, the program is never 
considered to be offered in modules for that period for any student who 
withdraws during the period. 


Conversely, if none of the courses in a program for a particular 
payment period or period of enrollment span the entire length of the 
period, the program is always considered to be offered in modules for 
that period for a student who withdraws during the period. If some 
courses in the program for a particular payment period or period of 
enrollment span the entire length of the period but some do not, the 
program is considered to be offered in modules only for a student who 
is scheduled to attend at least one course that does not span the entire 
length of the period and who withdraws during the period. 


For example, an institution offers a credit-hour program in semesters 
with two optional summer sessions. All the courses in the fall and spring 
semesters span the entire length of the semester. The two summer 
sessions are offered sequentially and are each seven weeks long. The 
institution chooses to combine the summer sessions into one term. 
Students have the option to enroll in either session or both sessions. The 
fall and spring semesters are never considered to be offered in modules 
for any student who withdraws because all classes span the entire length 
of the payment period (the term). However, for the summer sessions, 
where the payment period is the term comprising both sessions, all 
students who withdraw are considered to be withdrawing from a 
program offered in modules (with each session being a module) because 
none of the courses offered span the entire length of the payment period. 
If, for the summer term, the institution also offered courses that were 14 
weeks in length (i.e., spanned the entire length of the payment period) 
and a student who withdrew was scheduled to attend only these 14-week- 
long courses, the program would not be considered to be offered in 
modules for purposes of determining the applicability of the Return of 
Title IV Funds requirements to that student’s withdrawal. 


FSA HB May 2016 


Glossary-Acronyms CFR DCL Chapter 1—Withdrawals and the Return of Title IV Funds 


How to determine whether a student in 
a program offered in modules 
has withdrawn 


Schools can determine whether a student enrolled in a series of 
modules is a withdrawal by asking the following three questions. 


1. 
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After beginning attendance in the payment period or period 
of enrollment, did the student cease to attend or fail to begin 
attendance in a course he or she was scheduled to attend? 


If the answer is no, this is not a withdrawal. If the answer is yes, go 
to question 2. 


When the student ceased to attend or failed to begin attendance 
in a course he or she was scheduled to attend, was the student still 
attending any other courses? 


If the answer is yes, this is not a withdrawal; however, other 
regulatory provisions concerning recalculation may apply. If the 
answer is no, go to question 3. 


Did the student confirm attendance in a course in a module 
beginning later in the period (for non-term and nonstandard-term 
programs, this must be no later than 45 calendar days after the 
end of the module the student ceased attending)? 


If the answer is yes, this is not a withdrawal, unless the student 


does not return. If the answer is no, this is a withdrawal and the 
Return of Title lV Funds requirements apply. 
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Examples of using the three questions to determine whether 
a student who is scheduled to complete two courses in each of the first 
two of three modules within a payment period has withdrawn 


Scenario 1 


The student begins attendance in both courses in the first module but ceases to attend both 
courses after just a few days and does not confirm that he will return to any courses in modules 
two or three. The student is a withdrawal because he or she ceased to attend courses he or she 
was scheduled to attend (Yes to question 1); was not still attending any other courses (No to 
question 2); and did not confirm attendance in a course in a module beginning later in the period 
(No to question 3). 


Scenario 2 


If, however, the student begins attendance in both courses in the first module but drops just 
one of the courses after just a few days, the student is not a withdrawal. Although the student 
ceased to attend a course he or she was scheduled to attend (Yes to question 1), the student 
was still attending another course (Yes to question 2). Of course, the student's eligibility must be 
recalculated. 


Scenario 3 


If the student completes both courses in the first module but officially drops both courses in 
the second module while still attending those courses, the student is not a withdrawal. Because 
the student officially dropped both courses in module two before they began, the student did 
not cease to attend or fail to begin attendance in a course he or she was scheduled to attend. 
(No to question 1). However, because the student did not begin attendance in all courses, other 
regulatory provisions concerning recalculation may apply. 
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When a student who has withdrawn returns within 
a payment period or period of enrollment 


If a withdrawn student returns to the school within the same 
payment period or period of enrollment for a term-based program 
offered in modules, or within 180 calendar days for a clock-hour or non- 
term credit-hour program, the student is treated as though he or she did 
not cease attendance and the school must “undo” the Return of Title IV 
Funds calculation. 


As with a student who reenters a clock hour or non-term credit- 
hour program within 180 days, for a student who returns to a term- 
based credit hour program offered in modules within the same payment 
period or period of enrollment, the school must restore the student’s 
original Title IV program funds award to the original amounts, with 
no adjustments required for partial attendance of a module. However, 
if a student did not attend an entire module he or she was originally 
scheduled to attend during the time the student was away from the 
school, the school must adjust the student’s original Title IV fund 
amounts to take into account that the student never began the courses in 
that module. 


The regulations require that funds be returned to the Department 
or delivered or offered to a student due a post-withdrawal disbursement 
within a specified period of time, and a school is expected to begin the 
Return of Title [V funds process immediately upon its determination that 
a student has withdrawn in order to perform any required actions in a 
timely manner. (See the chart Return of Title IV Funds Requirements and 
Deadlines near the end of this chapter for a description of all time-limited 
actions.) Therefore, once it has determined that a student has withdrawn, 
a school may not delay performing a Return calculation to see if the 
student will return later in the payment period or period of enrollment. 


For further treatment of this topic, please see the discussion under 
Special treatment of students who withdraw and then transfer or 
reenter a credit-hour, non-term-based program or a program that 
measures progress in clock hours earlier in this chapter. 
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Online Confirmation of 
Attendance 


An online confirmation of future 
attendance from a student may constitute 
written confirmation that the student 

will attend a module that begins later, 
provided that the confirmation is a timely 


positive confirmation of future attendance. 


A school may not assume a student will be 
returning for a later module in which he 
or she was registered before the student 
ceases attendance. Rather, the school 
must ensure that the online confirmation 
requires the student to reaffirm 
attendance in a module that begins later 
in the period if that attendance is the basis 
for the future attendance. Of course, if at 
the time of the withdrawal, the student 
enrolled in a course in a later module 

in the same payment period or period 

of enrollment (that the student was not 
previously scheduled to attend), the newly 
added course would count as positive 
confirmation of future attendance for Title 
IV, HEA program purposes. 
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Written confirmation of future attendance 


A student is not considered to have withdrawn if the school obtains 
a written confirmation from the student at the time of the withdrawal 
that he or she will attend a module that begins later in the same payment 
period or period of enrollment. This confirmation must be obtained 
at the time of withdrawal, even if the student has already registered for 
subsequent courses. 


“At the time of the withdrawal” means close to the date that the 
student actually ceased attendance and before the time when the 
school was required to return Title IV funds, offer any post-withdrawal 
disbursement of loan funds, or take any other action under the Return 
of Title IV Funds requirements. Without confirmation of future 
attendance, a school must assume a student who has ceased attendance 
is a withdrawal and begin the Return of Title IV Funds process. A school 
is expected to begin the Return of Title IV Funds process immediately 
upon its determination that a student has withdrawn in order to perform 
required actions in a timely manner and may not delay the Return of 
Title IV Funds process, in case a student might return. Of course, because 
the notice must confirm attendance in a module that begins later in the 
same payment period or period of enrollment, the notice must always 
be obtained prior to the beginning of the module in which the student is 
confirming attendance. 


A student who has provided written confirmation of his or her intent 
to return is permitted to change the date of return to a module that 
begins even later in the same payment period or period of enrollment, 
provided that the student does so in writing prior to the return date that 
he or she had previously confirmed, and, for non-term and nonstandard- 
term programs, the later module that he or she will attend begins no later 
than 45 calendar days after the end of the module the student ceased 
attending. 
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When a student ceases attendance between modules 


Unless a student provides written confirmation of future attendance Why a Student Who Ceases 
in the payment period or period of enrollment, a student who drops Attendance Between Modules is 
all the future classes that he or she was scheduled to attend between Considered Withdrawn 


modules (when the student is not attending classes) is considered to have | A student who ceases attendance between 


withdrawn, and a Return of Title [V Funds calculation is required. modules that he or she was scheduled to 
attend is considered to have withdrawn 


Adjustment to a student’s enrollment status made after a student Cee ee ee nou compitcd 
all the days in the payment period that 


has ceased attendance have no bearing on the Return of Title IV Funds | he or she was scheduled to complete 
requirements. Therefore, if student who is scheduled to attend all three —_ | (§668.22(a)(2)(i)(A)); and (2) his or her 
modules in a payment period or period of enrollment drops all future Title IV aid was based on attendance in 
classes (the two remaining modules) during the period between the first Ueno ALS Tolan te Otel Ty 
and second module (when the student is not attending any classes), eee aaron: 

the days in modules two and three are included in the total number For example, a student enrolls in two 

of calendar days in the payment period or period of enrollment. The three-credit courses in the first module (35 
days in the remaining modules are included whether the student ceased days in the module) and one three-credit 


: course in the second module of a semester 
attendance during or completed the first module. (asdsyeiniene second module’ 


comprising three modules of five weeks 
The days in the remaining modules are included in the number of each. The student completes the two 


days in the payment period or period of enrollment whether the student’s _ | courses in the first module but never 


future enrollment is cancelled by the student or by the school (for begins attendance in the second module 
and does not provide written confirmation 


example, because the school cancels the class or drops the student from Piiflreletreudanee inthe oavment 
the class because the school determines that the student’s grades in prior period (the semester). The student is 
classes do not allow the student to progress to the next class). considered to have withdrawn because the 


student was scheduled to complete, but 
When a student drops classes on the same day the student se Le untae naa 
withdraws completion of one course in one module 
in a term-based credit-hour program 
If a student drops classes (or is administratively dropped by a school) —_} © longer results in a student not being 
on the same day the student withdraws, the student’s enrollment status sounder eval cto ae 


: : : institution would make a determination 
is not adjusted to reflect the dropped classes for Return of Title TV Funds | inat the student earned 50% of his or her 


purposes. Title IV, HEA program funds (35 days + 70 
days = 50%). 


Classes dropped on the same day that the student withdraws have 
no bearing on the Return of Title IV Funds requirements. A school must 
perform a Return calculation that includes those classes in the days in all 
modules the student was scheduled to attend. 
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Withdrawal date from a program offered in modules 


For a school that is required to take attendance, a student’s 
withdrawal date is always the last date of academic attendance as 
determined by the school from its attendance records (34 CFR 668.22 (b) 
(1)). For a school that is not required to take attendance, the withdrawal 
date is determined in accordance with the requirements of section 34 
CFR 668.22 (c). 


The withdrawal date for a student who withdraws from a school that 
is not required to take attendance when the student does not provide 
official notification to the school of his or her withdrawal (i-e., unofficially 
withdraws) is the midpoint (the 50% point) of the payment period or 
period of enrollment. 


To determine the midpoint of the payment period or period of 
enrollment for a student who withdraws from a program offered in 
modules, a school must first determine the length of the payment 
period or period of enrollment (i.e., the total number of calendar days 
in the period) for Return of Title [V Funds purposes as discussed under 
Determining the percentage of the payment period or period of enrollment 
completed for a student who withdraws from a program offered in modules 
later in this chapter. 


Consider a student who, after completing the first module, withdraws 
on day 20 of the second module of a period comprising two eight-week 
modules with a four-day break in between. The total number of calendar 
days in the payment period or period of enrollment includes all days in 
the payment period or period of enrollment, excluding days in which the 
student was on an approved leave of absence and scheduled breaks of at 
least five consecutive days when the student is not scheduled to attend 
a module or other course offered during that period of time. Because 
there are no scheduled breaks of at least five consecutive days during or 
between the modules, the total number of calendar days in the period 
would be the total number of days in each module (8 weeks x 7 days = 
56 days in each module; 56 days x 2 modules=112 days in the modules) 
plus the four days between the modules (112 days in the modules + 4 
days between modules) for a total of 116 calendar days in the period. 
Therefore, the midpoint and, thus, the withdrawal date, would be day 58. 


5-68 


Glossary-Acronyms CFR DCL Chapter 1—Withdrawals and the Return of Title IV Funds 


Determining the percentage of the payment period or 
period of enrollment completed for a student who 
withdraws from a program offered in modules 


In determining the percentage of the payment period or period of 
enrollment completed for a student who withdraws from a program 
offered in modules, the school includes in the denominator (the total 
number of calendar days in the payment period or period of enrollment) 
all days within the period that the student was scheduled to complete 
(including those completed by the student) prior to ceasing attendance, 
excluding days in which the student was on an approved leave of absence 
and excluding any scheduled breaks of at least five consecutive days when 
the student was not scheduled to attend a module or other course offered 
during that period of time. 


For non-term credit-hour programs offered in modules, a school 
must take into consideration any credits that a student has attempted, 
but not successfully completed before withdrawing, as well as whether 
the program is self-paced when determining the total number of calendar 
days in the period. For more information, see Credit hour programs under 
Percentage of Title IV aid earned for withdrawal from a credit-hour non- 
term program later in this chapter. The numerator includes the number 
of the total days in the payment period or period of enrollment that the 
student has completed. 


Adjustments to a student’s enrollment status made after the student 
ceases attendance have no bearing on the Return requirements. Thus, if 
a student enrolled in three modules completes one module and drops 
the two remaining modules after ceasing attendance, the total number of 
calendar days in this student’s payment period or period of enrollment 
would include the days in all three modules, except for any scheduled 
breaks of at least five consecutive days when the student is not scheduled 
to attend a module or other course offered during that period of time, 
and days in which the student was on an approved leave of absence. 
However, if the student drops the classes in the two remaining modules 
prior to ceasing attendance (necessitating a recalculation of the student’s 
eligibility for Title IV funds), the total number of calendar days in the 
student’s payment period or period of enrollment would include only the 
days in the first module, except for any scheduled breaks of at least five 
consecutive days and days in which the student was on an approved leave 
of absence. Note that scheduled breaks include both those within and 
between modules. So, breaks of less than five consecutive days, including 
those that take place between modules, are included in the total number 
of days in the period, and breaks longer than five days within or between 
modules are not. 
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When a Student Who Failed Hours in the Payment Period 
Withdraws From a Non-Term Credit Hour Program 
Offered in Modules, the Payment Period Must Be Extended 


When a student who failed hours in the payment period withdraws from a non-term 
credit hour program offered in modules, the total number of calendar days in the period 
must reflect the actual days the student would have had to attend to successfully 
complete all the hours the student was originally scheduled to complete in the period. 


The regulations {34 CFR 668.22(f)(2)} provide that the total number of calendar days 

in a payment period or period of enrollment include all days within the period that 

the student was scheduled to complete, except that scheduled breaks of at least five 
consecutive days and days on which the student was on an approved leave of absence 
are excluded from the total number of calendar days in a payment period or period of 
enrollment and the number of calendar days completed in that period. DCL GEN-04-03 
(February 2004) provides that, for non-term credit hour programs, if the student has 
not successfully completed any courses in the payment period, the payment period 
must be extended to reflect the number of days in the failed courses that the student 
did not successfully complete. The regulations {34 CFR 668.4(c)} also define how 
payment periods are determined for non-term credit hour programs. Completion of a 
payment period occurs when a student successfully completes the hours and weeks 
of instructional time in the period. Section 34 CFR 668.4(h) provides that a student 
successfully completes credit hours if the institution considers the student to have 
passed the coursework associated with those hours. lf a student has not passed all the 
coursework associated with the hours in the payment period (in addition to completing 
the weeks of instructional time), the student has not completed the payment period. 


When performing a Return of Title IV Funds calculation for a student who did not pass 
all the coursework associated with the hours in the payment period, a school must add 
to the total number of calendar days in the payment period the number of additional 
days beyond the original end date of the payment period that it would have taken for 
the student to complete the credits associated with the courses the student did not 
pass and that ended prior to the student's withdrawal. 


If more than one course must be added for successful completion of the hours in the 
payment period and those courses could have been taken concurrently by the student 
had he or she remained enrolled, then the payment period would be extended by the 
days necessary to take the courses concurrently. However, if the only way the student 
could have taken the courses was consecutively, then the added days must reflect the 
days it would have taken to complete the courses consecutively. If prior to a student's 
withdrawal, the student has added a course or courses to complete within the original 
payment period hours previously failed, the payment period would reflect the original 
end date. (Guidance issued 9/14/2012.) 
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When a Student Who Was Enrolled in a Module Within a Term 
Withdraws from the Module, and the School Later Determines 
that the Student Failed to Begin the Term-Long Courses 


Consider a student enrolled in a credit-hour, term-based program. The student 
originally enrolls in courses that span the entire 16-week term AND an eight-week 
module that starts in week nine and ends in week 16. 


The student begins the eight-week module and withdraws. 


After the term ends, the registrar receives “never attended” F-grades for the student 
for the courses that spanned the term. 


The school must determine what days to use in the denominator of the Return 
calculation for withdrawal from module 2. 


A school is required to have a system that allows the school to determine (within 

a reasonable amount of time) whether a student to whom it has disbursed Title IV 
funds has begun the classes upon which the student's federal student aid was based. 
Because the school failed to make the determination that the student did not begin 
the 16-week semester and change the student’s enrollment status before the student 
started and withdrew from the modular course, the school must use the number of 
days in the entire 16-week term in the denominator of the Return calculation. 


(Adjustments to a student's enrollment status made after a student has ceased attendance 
have no bearing on the Return of Title |V Funds requirements.) 


Before performing the required Return calculation, the school must recalculate the 
student's eligibility for Pell and Campus-Based funds based on a revised cost of 
education and enrollment status (that do not include any costs associated with the 
classes the student failed to begin), and return any Title IV funds the school received 
that were based on the student's enrollment in the term-long courses. 


The school then performs a Return calculation using the student's revised award. 


If the school made a first disbursement of Direct Loan funds, those funds are included 
in the Return calculation as Aid that could have been disbursed as an inadvertent 
overpayment. 


If the student received a second disbursement of Direct Loan funds (which could 
happen up to 10 days before the start of the next payment period) and the student 
never began enrollment at least half time, the disbursement is not permitted under 
the regulations. The school must return the entire amount of the second Direct Loan 
disbursement, and should not include those funds in the Return calculation. 
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Recalculation for Students 
Withdrawing From Non-Term 
Programs Offered in Modules 


Any time a student enrolled in a non-term 
program offered in modules changes his 
or her enrollment status before beginning 
all the classes on which the student's 
eligibility for federal student aid was 
calculated, the school must recalculate 
the student's COA to determine if the 
student's eligibility for Campus-Based 
funds has changed. The school may not 
include in the COA costs associated with 
any classes the student failed to begin. The 
school does not have to recalculate the 
student's eligibility for Pell Grants because 
Pell eligibility for a student enrolled in a 
non-term program is always based on the 
full-time enrollment schedule. A school 
does not have to recalculate a student's 
eligibility for Direct Loans as long as the 
student has begun at least one class. 


When a student enrolled in a non-term 
program offered in modules withdraws, a 
school that calculates Returns on a period 
of enrollment basis may not include in 
the recalculated COA any costs associated 
with future payment period for which the 
student has not confirmed attendance at 
the time of withdrawal and that does not 
start within 45 days. 


A school that calculates Returns on a 
period of enrollment basis may not include 
in a Return calculation as Aid that could 
have been disbursed aid associated with 

a subsequent payment period for which 
the student would not be eligible after the 
recalculation. 
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Aid to include in the Return calculation 


If a student withdraws before beginning attendance in the number 
of credit hours for which the Federal Pell Grant and Campus-Based 
funds were awarded, before performing the required Return calculation, 
a school must recalculate the student’s eligibility for Pell and Campus- 
Based funds based on a revised cost of education and enrollment status 
(34 CFR 690.80(b)(2)(ii)). The school then performs a Return calculation 
using the student’s revised award. 


For such a student, a change in enrollment status to less than half 
time as a result of the failure to begin attendance in all subsequent 
modules would not affect the student’s eligibility for any federal 
education loan funds previously received because at the time the previous 
disbursements were made, the student was still scheduled to attend on 
at least a half-time basis. (Of course, a student may not receive as a late 
disbursement any second or subsequent disbursement of the loan.) 


A school may not disburse the proceeds of a Direct Loan to an 
ineligible borrower. Therefore, if a student who was enrolled in a series 
of modules withdraws before beginning attendance as a half-time student 
and the student had not received the first disbursement of Title IV loan 
before withdrawing, the school may not make the first disbursement 
because the school knows the student was never enrolled on at least a 
half-time basis. 


Title IV program funds are disbursed to a student on the 
presumption that he or she will attend the hours for which aid has been 
awarded. Therefore, a school is not required to delay the disbursement 
of Title IV program funds until a student has attended enough hours 
to qualify for the enrollment status for which the funds were awarded. 
However, if the student has withdrawn and has not begun attendance 
in enough courses to establish a half-time enrollment status, the 
presumption is no longer valid. Thus, the school may not make a first 
disbursement of a Direct Loan to such a student. Section 668.164(g)(3) 
(iii), which permits a school to make a late disbursement of a Direct Loan 
for costs incurred to a student who did not withdraw but ceased to be 
enrolled as at least a half-time student, does not apply because the student 
never really was a half-time student. 
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For example, take a credit-hour program where each semester 
comprises three modules of five weeks each. Ifa student enrolls in one 
three-credit course in the first module and one three-credit course in the 
second module, the student will not begin attendance in six credit hours, 
the school’s minimum half-time enrollment status, until starting the 
course in the second module. The school is not required to, nor should 
it, delay the disbursement of the student’s Direct Loan Program funds 
until the student begins the course in the second module. However, if 
the student withdraws during the first module and the school has not 
made the first disbursement of a Direct Loan to the student prior to the 
withdrawal, the school may not make that first disbursement of the Direct 
Loan to the student at this point (although the loan would be included as 
Aid that could have been disbursed). 
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Percentage of payment period or 


period of enrollment completed 
34 CFR 668.22(f) 


Scheduled breaks 
34. CFR 668.22(f)(2)(i) and (ii)(B) 


Determining the Length of a 
Scheduled Break 


1. Determine the last day that class is 
held before a scheduled break— 
the next day is the first day of the 
scheduled break. 


2. The last day of the scheduled break is 
the day before the next class is held. 


Where classes end on a Friday and do not 


resume until Monday following a one- 
week break, both weekends (four days) 
and the five weekdays would be excluded 
from the Return calculation. (The first 
Saturday, the day after the last class, is the 
first day of the break. The following 
Sunday, the day before classes resume, 

is the last day of the break.) If classes 

were taught on either weekend for 

the programs that were subject to the 
scheduled break, those days would be 
included rather than excluded. 


Weekend Classes and 
Scheduled Breaks 


If a community college offers regular 
classes on Saturday and Sunday and its 


academic calendar says that a scheduled 
break starts on a Monday and resumes 
with classes the following Monday, that 
break is seven days long. 


Part 2—Percentage of Aid Earned 


Percentage of payment period or period of 
enrollment completed 


Once a student’s withdrawal date is determined, a school needs to 
calculate the percentage of the payment period or period of enrollment 
completed. The percentage of the payment period or period of enrollment 
completed represents the percentage of aid earned by the student. This 
percentage is determined differently for students who withdraw from 
credit-hour programs and students who withdraw from clock-hour 
programs. 


Scheduled breaks 


Institutionally scheduled breaks of five or more consecutive days 
are excluded from the Return calculation as periods of nonattendance 
and, therefore, do not affect the calculation of the amount of federal 
student aid earned. This provides for more equitable treatment of 
students who officially withdraw near either end of a scheduled break. 
In those instances, at institutions not required to take attendance, 

a student who withdrew after the break would not be given credit 

for earning an additional week of funds during the scheduled break 
but would instead earn funds only for the day or two of training the 
student completed after the break. If a scheduled break occurs prior 
to a student’s withdrawal, all days between the last scheduled day of 
classes before a scheduled break and the first day classes resume are 
excluded from both the numerator and denominator in calculating 
the percentage of the term completed. (If the withdrawal occurs prior 
to a scheduled break, the days in the break are excluded only from the 
denominator.) 


If a student officially withdraws while on a scheduled break of less 
than five days, the date of the student’s notification to the institution 
is the student’s withdrawal date (Withdrawing during a scheduled 
break of less than five days does not affect the date the school uses as 
the date of withdrawal in a Return calculation.) 


The beginning date of a scheduled break is defined by the school’s 
calendar for the student’s program. In a program where classes only 
meet on Saturday and/or Sunday, if a scheduled break starts on 
Monday and ends on Friday, the five weekdays between the weekend 
classes do not count as a scheduled break because the break does not 
include any days on which classes are scheduled. Therefore, the five 
days would not be excluded from the numerator or denominator in 
Step 2 of a Return calculation. 
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Example of Withdrawal Date When a Student Withdraws 
During a Scheduled Break of Five or More Days 


If a student officially withdraws while on a scheduled break of five consecutive days 
or more, the withdrawal date is the last date of scheduled class attendance prior to the 
start of the scheduled break. For example, the institution’s last date of scheduled class 
attendance prior to spring break is Friday, March 7. Spring break at the institution runs 
from Saturday, March 8, to Sunday, March 16. If the student contacts the institution’s 
designated office on Wednesday, March 12, to inform the institution that he will not be 
returning from the institution’s spring break, the student's withdrawal date is Friday, 
March 7, which was the institution's last day of scheduled class attendance. 


However, the date of the institution's determination that the student withdrew is 
March 12, the date the student actually informed the institution that he would not be 
returning. The date of the institution's determination that the student withdrew is used as 
the starting date for institutional action, such as the requirement that an institution return 
Title IV funds for which it is responsible no later than 45 days after this date. 


Institutionally Scheduled Breaks of 
At Least Five Consecutive Days 


Institutionally scheduled breaks of at least five consecutive days between courses/ 
modules in the same payment period or period of enrollment are excluded from a 
Return calculation. 


If a student takes an “unscheduled break in attendance,’ thereby deviating from 
the student's original attendance plan, the school either must treat the student as 
a withdrawal or place the student on an “approved leave of absence” as described 
earlier under Breaks in attendance for students enrolled in programs measured in credit 
hours without academic terms. 


The length of a payment period can never be less than the originally scheduled 
length. If a student is progressing more rapidly than originally planned and the 
required projection calculation results in an end date that creates a shorter payment 
period, the school must use the original “end date” in the Return calculation. 
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Temporary Closures Beyond 
Control Of The Institution 


A school that temporarily closes due to weather, natural disaster, or 
other event outside the control of the institution should promptly 
contact its School Participation Team to discuss its situation. The 
Department will work with the school to review the effects of the 
temporary interruption and the impact the temporary closure will 
have on the school’s students. You can find contact information for 
your school’s participation team at: 


ifap.ed.gov/ifap/helpContactInformationDetailedList. 
jsp?contactname=School%20Participation%20Division 


DCL GEN 10-16 


Credit-hour programs 


Credit-hour programs For a credit-hour program, the percentage of the period complet- 

34 CFR 668.22(f)(1)(i) ed is determined by dividing the number of calendar days completed 
in the payment period or period of enrollment, as of the day the 
student withdrew, by the total number of calendar days in the same 
period. 


The number of calendar days in the numerator or denominator 
includes all days within the period, except for institutionally sched- 
uled breaks of five or more consecutive days. Days in which the 
student was on an approved leave of absence would also be excluded. 
The day the student withdrew is counted as a completed day. 


number of calendar days completed in the period 


total number of calendar days in the period 


Percentage of Title IV aid earned for withdrawal 
from a credit-hour non-term program 


Percentage of Title IV aid earned The regulations provide that the percentage of Title IV aid earned 
for withdrawal from a credit- by a student is equal to the percentage of the period completed by the 
hour non-term program student (except if that percentage is more than 60%, the student is 


a considered to have earned 100% of the Title IV aid). For any credit- 


hour program, term-based or non-term-based, the percentage of the 
period completed is calculated as follows. 


Exclusion of five day scheduled Scheduled breaks of at least five consecutive days and days in Q 


breaks which the student was on an approved LOA are excluded from this 
34 CFR 668.22(f)(1)(i) and (2) calculation. 
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In a credit-hour non-term program, the ending date for a pe- 
riod and, therefore, the total number of calendar days in the period, 
may depend on the pace at which an individual student progresses 
through the program. Therefore, for a student who withdraws from 
a credit-hour non-term program in which the completion date of the 
period depends on an individual student’s progress, an institution 
must project the completion date based on the student’s progress as 
of his or her withdrawal date to determine the total number of calen- 
dar days in the period. (See the examples that follow.) 


If a student withdraws from a self-paced, non-term credit-hour 
program before earning any credits, the institution must have a rea- 
sonable procedure for projecting the completion date of the period. 
To the extent that any measure of progress is available, the institution 
should base its determination on that progress (see examples 2 
and 3 following this section). 


For a school that offers credit-hour, non-term programs in which 
the student does not earn credits or complete lessons as he or she 
progresses through the program, the institution must have a reason- 
able procedure for projecting the completion date of the period based 
on the student’s progress before withdrawal. If the total number of 
calendar days in the period does not depend on the pace at which a 
student progresses through a program (the completion date is the 
same for all students) and the student has not failed any courses for 
which he or she was paid in the payment period, the total number of 
calendar days in the period will be the same for all students. 


Consider a non-term credit-hour program offered in modules 
where some or all courses are offered sequentially and all students 
begin and end the modules at the same time. For a student who suc- 
cessfully completed all modules attempted up to the time the student 
withdrew, the completion date (and the corresponding number of 
days in the Return calculation) will be the number of days between 
the start of the first module and the originally scheduled end of the 
last module. 


However, an institution must take into consideration any credits 
that a student has attempted but not successfully completed before 
withdrawing. (Those credits must be successfully completed before 
the student is considered to have completed the period.) To do this, 
the school must modify the denominator used in the Return calcula- 
tion. The school must add to the number of days between the start of 
the first module and the scheduled end of the last module, the num- 
ber of days the student spent in the failed courses/module(s) that the 
student did not successfully complete. 


FSA HB May 2016 
5-77 


Volume 5—Withdrawals and the Return of Title lV Funds, 2016-2017 Glossary-Acronyms CFR DCL 


Examples of Calculating a Completion Date for a Student Who 
Withdraws From a Non-Term Credit-Hour Program 


Example 1, lessons completed 


David enrolled in a program offered in a credit-hour non-term format and withdrew 
before earning any credits, but has completed two lessons. The institution uses David's 
completed assignments as an interim measure of his progress and compares it to 
information from its records about other students who have completed the same program 
to determine an end date. 


Looking at the records of students who have completed the same program, the 
institution identifies other students who complete the two lessons in approximately the 
same amount of time as David. The school determines the number of days it took those 
students to complete the period. The institution uses the same number of days in the 
denominator of the Return calculation for David. 


Example 2, nothing completed 


Danny enrolls in a program offered in a credit-hour non-term format. Danny withdraws 
before earning any credits, completing any lessons, or providing any other measure of 
progress toward the course or program goals at the time he withdrew. The institution uses 
its records to identify the student who took the longest to complete the period to determine 
the number of days it took that student to complete the period. The institution uses the 
same number of days in the denominator of the Return calculation for Danny. 
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Examples of Calculating a Completion Date For a Student Who Withdraws from 
a Non-Term Credit-Hour Program, continued 


Example 3, percentage completed 


Barbara is enrolled in a 24 credit-hour non-term program at an institution that calculates Returns on a 
payment period basis. Students in the program are expected to complete 12 credit hours each payment 
period in 15 weeks (105 days). 


When Barbara began classes, she received a Federal Pell Grant and a Direct Loan. She completed the 
12 credit hours in the first payment period (half of the number of credit hours) in 120 days (more than half 
the weeks of instructional time in the program). When Barbara completed the first half of her program, she 
became eligible for the second disbursements of both her Federal Pell Grant and Direct Loan. 


Barbara withdrew from school on day 53 of the second payment period. At the time she withdrew, 
Barbara had completed only one-third of the work (four credits) in the payment period. If Barbara had 
continued to progress at her current pace of four credits earned every 53 days, Barbara would not complete 
the additional eight credit hours for another 106 days. She would not complete the 12 credit hours in the 
second payment period until day 159. 


For this student, therefore, the total number of days in the payment period (and the number used 
in the denominator of the Return calculation) is 159. The percentage of the payment period Barbara 
completed before withdrawing is 33.3% (53 days completed divided by 159 total days in the payment 
period). 

In general, to calculate the number of days in the period, do the following: 


Determine the percentage of credits earned 


Number of credits completed (4) 
Percentage of credits earned (.333) 


Number of credits in payment period (12) 


Determine the number of days in the period 


Number of days attended (53) 
Number of days in the period (159) 
Percentage of credits earned (.333) 


The school enters “159” as the number of “Total Days” in Step 2, Box H, of the Return 
calculation. 
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Examples of Calculating a Completion Date For a Student Who 
Withdraws from a Non-Term Credit-Hour Program, continued 


Example 4, projecting a completion date for a withdrawal from a self-paced, non-term 
program 


Pixie is enrolled in a self-paced, 30 credit-hour, non-term program in pet grooming offered over 30 weeks 
at an institution that calculates Returns on a payment period basis. Students in the program are expected 
to complete three modules of five credits hours each over the 15 weeks (105 days) in a payment period. (A 
student is expected to complete each five-credit module in five weeks’ [35 days] time.) 


It takes Pixie seven weeks (49 days) to complete 100% of the lessons in the first module, and she did not 
earn a passing grade (the lack of opposable thumbs was a disadvantage she could not overcome). Pixie 
decides to withdraw from school in order to accept a position as a cohost of the annual AKC show at 
Madison Square Garden. 


Because Pixie is a withdrawal, the school must perform a Return calculation. In addition, because Pixie 
was progressing more slowly than the rate expected, the school must project a new end date and a new 
number of “total days” to be used in the Return calculation. 


Important: Because Pixie was progressing at a slower rate (it took her 49 days instead of 35) to complete 
100% of the lessons in the first module, the school can not simply add the length of a scheduled (make- 
up) module (35 days) to arrive at the projected number of days in the payment 

period. The school must project the number of days in the period as follows. 


Determine the time it would have taken Pixie to complete the first module by dividing the number of days 
attended (49) by the percentage of the lessons completed. 


Number of days attended (49) 


Number of days required to complete one 


Percentage of payment period completed (1.00) module (49) 


Project the number of days in the payment period by multiplying the number of days required for one 


module (49) by the number of modules in the payment period (3) and adding a module (1) for the student 
to make up the module failed. 


Number of days it takes a stud- {Number of modules in payment Number of projected days 
ent to complete a module (49) x period (3)+amakeup module (1)}}=4 ~ in payment period (196) 


The school enters “196” as the number of “Total Days” in Step 2, Box H, of the Return calculation. 
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Clock-hour programs 


Only scheduled hours are used to determine the percentage of 
the period completed by a student withdrawing from a clock-hour 
program. 


For a clock-hour program, the percentage of the period com- 
pleted is determined by dividing the number of hours the student 
was scheduled to complete in the payment period or period of en- 
rollment, as of the day the student withdrew, by the total number of 
clock hours in the same period as follows: 


number of clock hours the student was scheduled 
to complete in the period 


total number of clock hours in the period 


A student withdrawing from a clock-hour program earns 100% Clock-hour programs 
of his or her aid if the student’s withdrawal date occurs after the 34 CFR 668.22(f)(ii) 
point that he or she was scheduled to complete more than 60% of the 
scheduled hours in the payment period or period of enrollment. 


The scheduled clock hours used for a student must be those 
established by the school prior to the student’s beginning class date 
for the payment period or period of enrollment, and the hours must 
have been established in accordance with any requirements of the 
state or the institution’s accrediting agency. These hours must be 
consistent with the published materials describing the institution’s 
programs. However, if an institution modified the scheduled hours in 
a student’s program prior to and unrelated to his or her withdrawal 
in accordance with any state or accrediting agency requirements, the 
new scheduled hours may be used. 
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When a school disburses Title IV aid to a student using 
different payment periods 
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Nonstandard term, credit-hour programs with terms that are not 
substantially equal in length have two defined payment periods: one for 
Title IV grant and Perkins Loan funds, and one for Direct Loan funds. 
Because only one payment period may be used in determining earned 
Title IV grant and loan funds for a student who withdraws and was 
disbursed or could have been disbursed aid under both payment 
definitions, the regulations now specify the payment period a school must 
use in the Return calculation, that is, the payment period that ends later. 


No Attribution Necessary 


\If a student who withdraws from a 
‘nonstandard term credit-hour program 
with terms that are not substantially 
lequal in length is disbursed aid or could 
jhave been disbursed aid using only one 
‘of the two payment period definitions, 
\that is the payment period that is used 
\for the calculation of earned aid, and no 
‘attribution of funds is necessary. 


MULL 


Any aid disbursed for payment periods that overlap the payment 
period used in the calculation must be attributed to the payment period 
that ends later. 


Nee ccecceeccoccocecoccccocececeeeedddedddaddddddddaaaddddccadddadddddddddccccde 


ul 


_ i 
"ranean 


Example, Performing a Return Calculation for a Student Receiving Aid 
Under Two Payment Period Definitions 


The Ted Animal Institute (TAI) offers programs in nonstandard credit-hour terms that are not 
substantially equal in length. 


Pixie Marley enrolls for TAI’s varmint retrieval program offered over 30 weeks in three terms of 
10 weeks, 6 weeks, and 14 weeks, respectively. After attending classes for 50 days, Pixie decides that she 
could make a greater contribution if she studied home health care. Subsequently, she withdraws from TAI. 


TAI's Academic Year = 24 credits hours over 30 weeks of instructional time comprising the 
academic year. Term 1 = 8 credits over 10 weeks. Term 2 = 5 credits over 6 weeks. 
Term 3 = 11 credits over 14 weeks. 


Each scheduled payment period for Pixie’s Direct Loans was one-half of the program's 
academic year or 12 credits and 15 weeks. 


Pixie was scheduled to receive three disbursements (one in each payment period [PP]) of her Pell Grant as 
follows: 


PP1 - at day 1 
PP2 - at the completion of 8 hours and 10 weeks of instructional time 
PP3 - at the completion of 13 hours and 16 weeks of instructional time 


The scheduled disbursements and withdrawal date are shown in the graphic that follows. 
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Performing a Return Calculation For a Student Receiving Aid 
Under Two Payment Period Definitions, continued 


Loan Payment Period 1 Loan Payment Period 2 
12 Hours and 15 Weeks 


of Instructional Time 
(oe) 
wo 


> 
fj 
OQ 


Student Withdraws 
at day 50 


fee ee le ee 


Pell Grant Payment Period 1 Pell Grant Pell Grant Payment Period 3 
8 Hours and 10 Weeks Payment Period 2 
of Instructional Time 5 Additional Hours 
and 6 Additional Weeks 
of Instructional Time 


Pixie withdrew on the 50th day after the start of classes. Her Direct Loan funds were disbursed for loan 
payment period 1 (the first half of the academic year). Her Pell Grant funds were disbursed for Pell Grant 
payment period 1 (the first term, which is 10 weeks in length). 


Loan payment period 1 (the Direct Loan payment period), the payment period during which the student 
withdrew, ends later, so that is the payment period the school is required to use for the Return of Title IV 
Funds calculation. 


As shown by the horizontal dashed line, the first two Pell Grant payment periods overlap with the Loan 
payment period 1, so aid that was disbursed or could have been disbursed for the two Pell Grant payment 
periods are attributed to loan payment period 1. 


All of Pell Grant payment period 1 falls within loan payment period 1, so all of the Pell Grant funds that 
were disbursed for Pell Grant payment period 1 are included in the calculation. Pell Grant payment period 
2 of six weeks overlaps with loan payment period 1 for five of those weeks (plus 4 weeks in loan period 2). 
(The loan period is 15 weeks; Pell Grant payment period 1 is 10 weeks, and five additional weeks from Pell 
Grant payment period 2 bring the Pell Grant payment period used in the calculation up to 15 weeks.) 


To determine the amount of Pell Grant funds that could have been disbursed that are attributable to the 
five additional weeks, the school would take the full amount of Pell Grant funds that could have been 
disbursed for Pell Grant payment period 2, and multiply it by five-sixths. 
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When a student who received an LOAn with an abbrevi- 
ated loan period withdraws 


As described earlier in this chapter under Loan Principles Applicable 
to Reentry in and Transfer to Clock-Hour Programs, Non-Term Credit Hour 
Programs, and Nonstandard Term Credit-Hour Programs with Terms that 
Are Not Substantially Equal (in which no term is less than 9 weeks in length), 
when a student transfers to a new school and enters that type of program, 
and an overlap exists between academic years of the two schools, the new 
school may originate an LOAn for the remaining portion of the prior 
school’s academic year. The abbreviated loan period at the new school 
ends on the calendar end date of the prior school’s academic year without 
regard to the weeks of instructional time and credit- or clock-hours. 
(Note that the amount of the loan for the abbreviated loan period may 
not exceed the remaining balance of the student’s annual loan limit at the 
grade level applicable at the new school, and the borrower is not eligible 
for a new annual loan limit until the original academic year has ended.) 


The shortened initial loan period at the new school is commonly 
referred to as an “abbreviated loan period.” If a student who has received 
an LOAn for an abbreviated period withdraws, there are special 
considerations for the student’s Return of Title [V Funds calculation. 


When a Return of Title IV Funds calculation is performed on a 
payment period basis, the definition of a payment period in 
34 CFR 668.4 is used. Those regulations define a payment period for 
clock-hour programs and non-term credit hour programs as the time it 
takes a student to complete half the hours and the weeks of instructional 
time in the program or the defined academic year, whichever is shorter. 
An abbreviated loan period designed to complete a prior school’s 
academic year does not meet the definition of a payment period and 
should not be used as a payment period for purposes of the Return 
calculation. 


When determining what aid to include in Step 1 of a Return 
calculation for a student who withdraws from a payment period or period 
of an enrollment that includes an abbreviated loan period, a school 
follows the rules for Step 1 in Return calculations described earlier in this 
chapter under Student’s Title IV aid information, Title IV Aid disbursed, 
and Title IV Aid that could have been disbursed. In addition, when the 
loan period for a student does not correspond with the payment period 
as defined in 34 CFR 668.4 and used in the Return of Title IV Funds 
calculation, the school must prorate the loan funds to determine the 
amount that should be attributed to the payment period from which the 
student withdrew. 


5-84 


Glossary-Acronyms CFR DCL Chapter 1—Withdrawals and the Return of Title IV Funds 


Example of a Return Calculation with Overlapping Payment Periods 


Consider a one year credit-hour non-term program that consists of 24 semester hours and 30 weeks of instructional 
time. The institution's defined academic year for the program is also 24 semester hours and 30 weeks. A student 
transfers into the program beginning on 8/24/15, but the academic year for the most recent Direct Loan the student 
received at the student’s prior school ends on 10/9/15. Therefore, the student is awarded a Direct Subsidized Loan 
of $1,000 (the difference between the annual loan limit at the new school and the loan amount received during the 
overlapping academic year period at the prior school) with an abbreviated loan period that begins on 8/24/15 and 
ends on 10/9/15. The student does not receive any other type of Title IV aid. 


The student begins attendance in the program on 8/24/15. The student's first Title IV payment period is the period of 
time in which the student successfully completes half of the credit hours and half of the weeks of instructional time 
in the academic year. If the student stays on schedule with her coursework, her first Title IV payment period will end 
on 12/4/15. 


103 days + 98days =201 days 


Title IV Payment Period #1 Title IV Payment Period #2 
8/24/15 - 12/4/15 12/5/15 - 3/11/16 


Abbreviated Loan Period Second Loan Period 
8/24/15 — 10/9/15 10/10/15 - 3/11/16 


First Disbursement 8/24/15 First Disbursement scheduled for 10/10/15 
Second Disbursement 9/16/15 Second disbursement scheduled for 1/11/16 


47 days 154 days = 201 days 
M + LDA/9/29 u y 


The student receives two disbursements of $500 each of Direct Loan funds from the $1000 loan awarded for her 
abbreviated loan period — one disbursement on 8/24/15 and one on 9/16/15. On September 25, the school originated a 
second Direct Loan for a total of $2,400 with an LOAn period that extends from 10/10/15 through 3/11/16 (the period dur- 
ing which the student is expected to complete the remaining portion of the program). The school must wait to make the 
first disbursement of the second loan until the student has completed the abbreviated loan period (the period of overlap 
with the academic year at her prior school). 


Due to a family emergency, the student officially withdraws on 9/29/15. 


When the school performs the Return calculation for the student, it performs the calculation on a payment period ba- 
sis and uses the payment period that began on 8/24/15 and was to end on 12/4/15. The school includes the $1,000 of 
Subsidized Direct Loan funds that was disbursed to the student as “Aid disbursed.” Because the school originated the 

second loan prior to the student's withdrawal and the first disbursement of that loan was scheduled to be made prior 
to the end of Title lV Payment Period 1 (12/14/15) the school must include as Aid that could have been disbursed, that 
portion of the proceeds from the loan for second loan period (LP2) prorated to the days that are part of the first Tile IV 


t period (PP1). 
oe a (Days in LP2 that fall in PP1) 56 


; ; X 2400 = $864.00 
(Total Days in Loan Period 2) 154 


In the example above, The school may not make a post-withdrawal disbursement of funds from the second loan 
period because the student never completed the abbreviated loan period and began the second loan period to 
establish eligibility for that loan. 


If the student had completed Payment Period 1 and then withdrawn, the $1,536.00 of the proceeds of the 
second loan prorated for Title IV Payment Period 2 would be the basis for any required Return calculation. 
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When a student receiving Title IV aid dies during the 
payment period or period of enrollment 


If a school determines that a student has died during a period, it must 
perform a Return calculation. If the Return calculation indicates that an 
institution is required to return Title IV funds, the school must return the 
Title IV funds for which it is responsible. 


The student’s estate is not required to return any Title IV funds 
disbursed to the student. Therefore, an institution should neither report 
a grant overpayment for a deceased student to NSLDS, nor refer a grant 
overpayment for a deceased student to Debt Resolution Services. If an 
institution had previously reported a grant overpayment for a student 
who is deceased to Debt Resolution Services, it should inform Debt 
Resolution Services that it has received notification that the student is 
deceased. 


The regulations governing the Direct and Federal Perkins Loan 
programs provide for a discharge of a borrower’s obligation to repay a 
Federal Direct or Federal Perkins Loan if the borrower dies (including 
a Direct PLUS Loan borrower’s obligation to repay a Direct PLUS Loan 
if the student on whose behalf the parent borrowed dies). If a school is 
aware that a student who has died has any outstanding Title IV loan debt, 
the school should contact the student’s estate and inform it of the actions 
it can take to have the student’s Title IV loan debt cancelled. 


Ifa Title IV credit balance created from funds disbursed before the 
death of the student exists after the completion of the Return calculation 
and the institutional refund calculations, the institution must resolve the 
Title IV credit balance in one of the following three ways: 


1. In accordance with the cash management regulations, pay 
authorized charges at the institution (including previously 
paid charges that are now unpaid due to the Return of Title IV 
funds by the institution). 


2. Return any Title IV grant overpayments owed by the student 
for previous withdrawals from the present school (the institu- TIP 
tion may deposit the funds in its federal funds account and 
make the appropriate entry in G5). 


If the institution has previously referred the grant overpayment 
to Debt Resolution Services, the institution should provide 
Debt Resolution Services with documentation that the student 
has died so that Debt Resolution Services can delete the over- 
payment from its records. 


3. Return any remaining credit balance to the Title IV 
programs. 
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STEP 3: AMOUNT OF TITLE IV AID EARNED 
BY THE STUDENT 


The amount of Title IV aid earned by the student is determined 
by multiplying the percentage of Title IV aid earned (Box H on the 
worksheet) by the total of Title IV program Aid disbursed plus the Title 
IV Aid that could have been disbursed to the student or on the student’s 
behalf (Box G on the worksheet). 


STEP 4: TOTAL TITLE IV AID TO BE DISBURSED 
OR RETURNED 


If the student receives less federal student aid than the amount 
earned, the school must offer a disbursement of the earned aid that was 
not received. This is called a post-withdrawal disbursement. If the student 
receives more Title IV Aid than the amount earned, the school, the 
student, or both must return the unearned funds in a specified order. 


Part 1—Post-withdrawal disbursements 


If a post-withdrawal disbursement (PWD) is due, a school stops at 
Step 4, Box J on the worksheet. A school may use the Post-withdrawal 
Disbursement Tracking Sheet to track the handling of the post- 
withdrawal disbursement, or it may use a form developed by someone 
other than the Department. A school must maintain written records of its 
post-withdrawal disbursements. 


The requirements for a post-withdrawal disbursement are similar in 
many areas to the requirements under Subpart K - Cash Management of 
the Student Assistance General Provisions regulations. However, in some 
cases, the post-withdrawal disbursement requirements differ from the 
cash management requirements. 


Any post-withdrawal disbursement due must meet the current 
required conditions for late disbursements. For example, ED must have 
processed a SAR or ISIR with an official expected family contribution 
(EFC) prior to the student's loss of eligibility. These conditions are listed 
in a chart on Late Disbursements in Volume 4. A school is required to 
make (or offer as appropriate) post-withdrawal disbursements. A post- 
withdrawal disbursement must be made within 180 days of the date the 
institution determines that the student withdrew. The amount of a post- 
withdrawal disbursement is determined by following the requirements 
for calculating earned Title IV aid and has no relationship to incurred 
educational costs. 


A school may not make a post-withdrawal disbursement of 


Title IV funds to the account or estate of a student who has died. 


FSA HB May 2016 


Amount of Title IV aid earned by 


the student 
34 CFR 668.22(e)(1) 


Title IV aid to be disbursed 


or returned 
34 CFR 668.22(a)(2) or (3) 


Post-withdrawal disbursements 
34 CFR 668.22(a)(3) & (4) 


Return Calculation Required 


For a student who withdraws after the 60% 
point in time, even though a return is not 
required, a school may have to complete 

a Return calculation to determine whether 
the student is eligible for a post-withdrawal 
disbursement. 
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Disburse grant before loan 


Disburse grant before loan 


34 CFR 668.2215) A post-withdrawal disbursement, whether credited to the student’s 


account or disbursed to the student or parent directly, must be made 
from available grant funds before available loan funds. Available grant 
or loan funds refers to Title IV program assistance that could have been 
Disburse Grant Before disbursed to the student but was not disbursed as of the date of the 
Loan—Example institution’s determination that the student withdrew. 
If a student is due a post-withdrawal 
disbursement of $500, and the student The regulations do not address how a school should ensure that Title 
MERGES RSA GN GUN Ge ial IV funds are disbursed to the proper individual. However, a school may 
Pell Grant funds that could have been : ; hudenk who h thd ‘i hool ( OF 
disbursed and 61200 efthes2oaa qn not require a student who has withdrawn from a school (or a parent 0 
Federal Direct Loan funds that could have | Such a student, for Direct PLUS Loan funds) to pick up a post-withdrawal 
been disbursed, the available undisbursed | disbursement in person. Because the student is no longer attending the 
funds are $600 in Federal Pell Grantfunds | school, he or she may have moved out of the area and may be unable to 
and $800 in Direct Loan funds. : ; ; 
return to the school to pick up a post-withdrawal disbursement. 


Any portion of the $500 post-withdrawal . : 
disbursement that the school makes must | Summary of actions a school must take before making 


be from the $600 in available Federal Pell a post-withdrawal disbursement 
Grant funds. 


The actions a school must take before it may disburse funds from 
a post-withdrawal disbursement vary depending on the source of the 
funds. 


A school must obtain confirmation from a student, or parent for a 
Direct Parent PLUS Loan, before making any disbursement of loan funds 
from a post-withdrawal disbursement. 


5-88 


Glossary-Acronyms CFR DCL Chapter 1—Withdrawals and the Return of Title IV Funds 


Post-withdrawal disbursement of Title IV grant funds 


A school is permitted to credit a student’s account with the post- 
withdrawal disbursement of Title IV grant funds without the student’s 
permission for current charges for tuition, fees, and room and board (if 
the student contracts with the school) up to the amount of outstanding 
charges. A school must obtain a student’s authorization to credit a 
student’s account with Title IV grant funds for charges other than current 
charges. 


A school is permitted to use a student’s or parent’s authorization for 
crediting the student’s account for educationally related expenses that 
the school obtained prior to the student’s withdrawal date so long as that 
authorization meets the cash management requirements for student or 
parent authorizations. If the school did not obtain authorization prior to 
the student’s withdrawal, the school would have to obtain authorization 
in accordance with the cash management requirements before the 
school could credit the student’s account for other current charges or for 
educationally related activities. (See Volume 4 for more information on 
student and parent authorizations.) 


A school must credit the student’s account with the post-withdrawal 
disbursement for current charges within 180 days of the date of 
determination. 


A school must disburse any amount of a post-withdrawal 
disbursement of grant funds that is not credited to the student’s account. 
Moreover, the school must make the disbursement as soon as possible 
but no later than 45 days after the date of the school’s determination that 
the student withdrew. 


Time frame for post-withdrawal 


disbursement of grant funds 
34 CFR 668.22(a)(6)(ii)(B)(1) 
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Time frame for notification of 
eligibility for post-withdrawal 
disbursement of loan funds 
34 CFR 668.22(a)(6)(iii)(A) 


a ele eel ddd udduuuuuuumuuuuuuumuuuue 


School Activity Between 
Performing a Return Calculation’ 
and Making a PWD 


|An institution may not delay its 
cnureerrent processes while it ascertains 
|whether a student wishes to receive the 
‘grant funds the student is entitled to. 
|However, while the institution is processing | 
\the disbursement or notifying the student 
‘about his or her eligibility for a post- 
«withdrawal disbursement of loan funds, 
ithe school may, at its discretion, notify the 
‘student that it may be beneficial to turn 
down all or a portion of the grant funds 
‘to preserve his or her grant eligibility for 

| sueneeice at another institution. 


Mle, 
nl 


Lc cecca 


addline 


jot course, if a student should 


[independently contact the institution 
jand state that he or she does not wish 
\to receive a grant disbursement, the 

‘institution is not required to make the 
Cee ueeien 


LL cccccccceeeeeedeedeeeeeeeeeeeeeeeeeeeedeeeeeeeeeeeeedecceeeeeeeeeeeeedeedeeeeeeeeeddeeddeeedeececcceceedeeed 


ern 


i 
MLC 


Cash management requirements 
for student and parent 


authorizations 
34 CFR 668.165(b) 
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Post-withdrawal disbursement of Title IV loan funds 


A school must notify a student, or parent for a Direct Parent PLUS 
Loan, in writing prior to making any post-withdrawal disbursement of 
loan funds, whether those loan funds are to be credited to the student’s 
account or disbursed directly to the student (or parent). The information 
provided in this notification must include the information necessary 
for the student, or parent for a Direct Parent PLUS Loan, to make an 
informed decision as to whether the student or parent would like to 
accept any disbursement of loan funds and must be provided within 30 
days of the date of a school’s determination that a student has withdrawn. 
In addition, the notice must request confirmation of any post-withdrawal 
disbursement that the student or parent, as applicable, wishes the school 
to make. 


The notice must identify the type and amount of the loan funds it 
wishes to credit to the student’s account or disburse directly to the student 
or parent, and explain that a student, or parent for a Direct Parent PLUS 
Loan, may accept or decline all or a portion of the funds. The notice must 
also explain to the student, or parent for a Direct Parent PLUS Loan, 
the obligation to repay the loan funds whether they are disbursed to the 
student’s account or directly to the borrower. 


The notice must also make clear that a student, or parent for a Direct 
Parent PLUS Loan, may not receive as a direct disbursement loan funds 
that the institution wishes to credit to the student’s account unless the 
institution agrees to do so. If the student, or parent for a Direct Parent 
PLUS Loan, does not wish to accept some or all of the loan funds that the 
institution wishes to credit to the student’s account, the institution must 
not disburse those funds. 


In the information a school provides to a student when the school 
informs the student that he or she is due a post-withdrawal disbursement 
of loan funds, the school should include information about the advantages 
of keeping loan debt to a minimum. If a post-withdrawal disbursement 
includes loan proceeds, unless the recipient needs the funds to pay 
educational costs, the school might want to suggest that the student cancel 
the loan. With a student’s permission, Title IV grant funds due a student 
in a post-withdrawal disbursement can be used to pay down a Title IV 
loan, thereby reducing any post-withdrawal disbursement made directly 
to the student. 


The school must document the result of the notification process and 


the final determination made concerning the disbursement and maintain 
that documentation in the student's file. 
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If a school has completed post-withdrawal loan notification 
(described previously) and confirmed a student’s desire for any Direct 
Loan funds included in the post-withdrawal disbursement, the school 
is permitted to credit a student’s account with the post-withdrawal 
disbursement without additional permission from the student (or parent, 
in the case of a Direct PLUS Loan) for current charges as described 
earlier. 


A school may combine providing loan counseling, obtaining 
authorization to credit loan funds to a student’s account for outstanding 
charges, and obtaining authorization to make a direct disbursement to 
the student. 


Once a school has received confirmation from a student, or parent 
in case of a Direct PLUS Loan, that he or she wants to receive the post- 
withdrawal disbursement of loan funds, a school must make the post- 
withdrawal disbursement of Title IV loan proceeds as soon as possible 
but no later than 180 days after the date of the school’s determination 


that the student withdrew. Outstanding Charges Example 
Consider a student who is due a post- 
Separate authorization required for withdrawal disbursement of $800. The 


education ally related expenses institutional charges that the student 
was originally assessed by the school 


A school is permitted to use a student’s or parent’s authorization _| totaled $2,300. However, under the 
for crediting the student’s account for educationally related expenses _| institution's refund policy, the institution 


that the school obtained prior to the student’s withdrawal date so en recs Ot ee et 
charges. No funds had been paid toward 


long as that authorization meets the cash management requirements _| the institutional charges at the time the 
for student or parent authorizations. If the school did not obtain au- student withdrew. In addition, the student 
thorization prior to the student’s withdrawal, the school would have owes $150 for a bus pass. The outstanding 
to obtain authorization in accordance with the cash management chaides On the Uden eccountthe: 

: f hevaed ier th dent’ f would be entered in Box 2 of the post- 
requirements before the schoo cae credit the ae sas saccountior — | Withdrawal Disbursement Tracking Sheet 
other current charges for educationally related activities. (See Volume — |are $750 (the $600 in institutional charges 


4 for more information on student and parent authorizations.) plus the $150 owed for the bus pass). 


A portion of the $800 the institution must 
disburse under the post-withdrawal 
disbursement provisions may (with 

An institution should not request Title IV funds for a post- authorization if they are loan funds) be 


withdrawal disbursement unless and until it has determined that it can used to satisfy the outstanding balance. If 


Crediting a student’s account 


the student has provided written 
authorization to credit Title IV funds to his 
account and use them for noninstitutional 
educational charges, the school may 

The requirements for the treatment of Title [V funds when a student _ credit $750 to institutional charges and 
withdraws reflect the cash management requirements for disbursing Title | offer $50 to the student. If the student 


IV funds. An institution must obtain a student’s authorization to credit hasmot provided (and does ncrpiovice) 

> : ; written authorization to use the funds for 
a student’s account with Title IV funds for charges other than current noninstitutional educational charges, the 
charges for tuition, fees, and room and board (if the student contracts school may only credit $600 to institutional 
with the school) (see Volume 4 and the chart on “Institutional and charges and must offer $200 to the 


Financial Assistance Information for Students” in Volume 2). student. 


disburse any post-withdrawal disbursement within three business days of 
receiving the funds. 
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Deadline for responding to 
an offer of a post-withdrawal 


disbursement of loan funds 
34 CFR 668.22(a)(6)(iii)(A)(5) 


Outstanding charges on a student’s account are charges for which 
the institution will hold the student liable after the application of any 
applicable refund policy. These are the institutional charges, after any 
adjustment, that reflect what the student will owe for the current term 
after his or her withdrawal, any other current charges, plus any permitted 
minor prior year charges. 


A school may credit a student’s account for minor prior award year 
charges in accordance with the cash management requirements (see 
Volume 4). Schools should make every effort to explain to a student that 
all or a portion of his or her post-withdrawal disbursement has been used 
to satisfy any charges from prior award years. 


Notice to a student offering a post-withdrawal 
disbursement —flexibility in notifying students 


To avoid having to contact a student multiple times, a school may 
use one contact to: 


¢ notify a borrower about his or her loan repayment obligations; 


¢ obtain permission to credit loan funds to a student's account to 
cover unpaid institutional charges; 


¢ obtain permission to make a post-withdrawal disbursement of 
grant or loan funds for other than institutional charges; and 


¢ — obtain permission to make a post-withdrawal 
disbursement of loan funds directly to a student. 


A school must send the notification as soon as possible, but no later 
than 30 calendar days after the date that the school determines the 
student withdrew. 


In the notification, the school must advise the student or parent 
that an institution may set a deadline of 14 days or more. Any deadline 
must apply to both confirmation of loan disbursements to the student’s 
account and direct disbursements of a post-withdrawal disbursement. 
The notification must make it clear that if the student or parent does 
not respond to the notification within the time frame, the school is not 
required to make the post-withdrawal disbursement. However, a school 
may choose to make a post-withdrawal disbursement based on an 
acceptance received from a student or parent after the school’s deadline. 
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A school that chooses to honor a late response must disburse all the 
funds accepted by the student or parent as applicable. The school cannot 
credit the student’s account in accordance with the student’s request, 
but decline to disburse post-withdrawal funds accepted as a direct 
disbursement. If a response is not received from the student or parent 
within the permitted time frame, or the student declines the funds, the 
school must return (or, in the case of grant funds, redisburse to another 
eligible student) any earned funds that the school was holding to the Title 
IV programs. 


If a student or parent submits a timely response accepting all or a 
portion of a post-withdrawal disbursement, per the student’s or parent’s Student's Response to 
instructions, the school must disburse the loan funds within 180 days of an Offer of a PWD 
the date of the institution’s determination that the student withdrew. (For [A student's or parent's response to an 


additional information, see the discussion under Date of the institution’s oe 4 es emer eT e ie 
determination that the student withdrew earlier in this chapter.) Note that PR aal se a ne ee 

the date of the institution’s determination that the student withdrew is writing. However, a school must document 
the same date that triggers the 30-day period that the school has for the response. 


notifying the student or parent of any post-withdrawal disbursement 
available for direct disbursement. Consequently, the sooner a school 
sends the notification to a student or parent, the more time the school 
has to make any accepted post-withdrawal disbursement. 


If authorization from a student (or parent for a Direct PLUS Loan) is 
received after the deadline and the school chooses not to make a post- 
withdrawal disbursement of loan funds, the school must notify the 
student (or parent) that the post-withdrawal disbursement will not 
be made and why. This notification must be made in writing. If an 
authorization from the student (or parent for a Direct PLUS Loan) 
is never received, or if the school chooses to make a post-withdrawal 
disbursement of loan funds per the recipient’s instructions on an 
authorization received after the deadline, the school does not need to 
notify the student. 
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Example of the Post-withdrawal 
Disbursement Requirements 


Michael drops out of school on November 5. On November 10, the school 
becomes aware that Michael has ceased attending. The school determines that 
because Michael has earned $900 in Title IV Program assistance that he has 
not received, he is due a post-withdrawal disbursement of $900. When Michael 
withdrew, only $600 of the $1,000 in Federal Pell Grant funds that could have been 
disbursed had been disbursed. Of the $500 in Direct Loan funds that could have 
been disbursed, none had been disbursed. The school determines that Michael has 
$50 in outstanding tuition charges and $100 in outstanding library fines for the 
payment period. The school obtained permission from Michael at the beginning 
of the term (prior to his withdrawal) to credit his account for educationally related 
charges other than tuition, fees, and room and board. Because available grant funds 
must be used before available loan funds to make a post-withdrawal disbursement, 
the school credits Michael's account with $150 of his Federal Pell Grant funds. On 
November 12 (the last date school could have sent the funds was December 24th— 
45 days after the date of the school’s determination that the student withdrew), the 
school sends the remaining $250 in Pell Grant funds to Michael. On the same day 
(the last date the school could have sent the notification was December 9th—30 
days after the school’s determination that the student withdrew), the school sends 
a notification to Michael stating that: 


1. He is due a post-withdrawal disbursement of $500 in Direct Loan funds to 
be disbursed directly to him. 


Michael may accept all, a portion, or none of the $500 in Direct Loan funds. 
Any Direct Loan funds that Michael accepts will have to be repaid. 


The school is obligated to make a post-withdrawal disbursement of loan 
funds only if Michael accepts the funds by November 25, which is 14 days 
after the school sent the notification. 


Note that a school may allow more than 14 days for a response. 


Michael responds on November 19 and informs the school that he is 
accepting $250 of the $500 in Direct Loan funds. The school has until June 9 
(180 days after November 10—the date the school determined that the student 
withdrew) to make the disbursement (34 CFR 668.22(a)(6)(iii)(C)). The school must 
document the notification and the final determination pursuant to it (whether the 
student accepts a partial or full disbursement or declines the entire disbursement 
(34 CFR 668.22(a)(6)(iv)). 
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Part 2 —Title IV aid to be returned 


If the student receives more federal student aid than the amount 
earned, the school, the student, or both must return the unearned funds 
in a specified order. The amount of federal student aid to be returned 
is determined by subtracting the amount of earned Title IV aid (Box I) 
from the amount of Title IV aid that was actually disbursed to the 
student (Box E). 


STEP 5: AMOUNT OF UNEARNED TITLE IV AID DUE 
FROM THE SCHOOL 


When a Return of Title IV funds is due, the school and the student 
may both have a responsibility for returning funds. Funds that are not 


the responsibility of the school to return must be returned by the student. 


Although these requirements talk in terms of returning funds, a school 
is not required to actually return its share before the student. Rather, 

it is the Return calculation of the amount of assistance the school is 
responsible for returning to the Title IV accounts that must be calculated 
first. Thus, the student’s repayment obligation is determined after the 
school’s share is calculated. 


The school must return the lesser of: 


+ the amount of Title IV funds that the student does not earn, or 


¢ the amount of institutional charges that the student incurred 
for the payment period or period of enrollment multiplied by 
the percentage of funds that was not earned. 


The percentage not earned (Box M) is determined by subtracting the 
percentage of Title IV aid earned (Box H) from 100%. 


Aid disbursed to the student before 
institutional charges are paid 


Consider a case in which, to assist a student with living expenses, a 
school elects to disburse an anticipated credit balance to a student rather 
than pay itself for institutional charges from the first Title IV funds the 
school receives. Then, the student withdraws before the school receives 
anticipated aid from all the Title IV programs. The Return calculations 
indicate the school must return funds, but the school had passed through 
all funds to the student. The school still must return the funds it is 
responsible for returning as a result of the Return calculation. 
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Title IV aid to be returned 
34 CFR 668.22(a)(2) 


Step 5: Amount of unearned 


Title IV aid due from the school 
34 CFR 668.22(g) 


Disbursement Prohibited 


A school may not disburse the proceeds of 
a Title IV loan when it knows that the 
repayment of the loan will devolve or pass 
to the Department. Therefore, a school 
may not disburse the proceeds of a Direct 
PLUS Loan taken out by a parent who has 
died, even though the student for whose 


benefit the loan was intended remains 
alive and otherwise eligible. 


If a school receives the proceeds of a Direct 
PLUS Loan made to a parent who has died, 
it must return the funds to the lender, 
together with a letter explaining the 
reason it is returning the funds. 


A school's policy and 
the Return requirements 


Title IV funds are provided under the 
assumption that they are used to pay 
institutional charges ahead of all other aid. 
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Institutional charges Institutional charges 

i era Institutional charges are used to determine the portion of unearned 
DCL peed December 2000 federal student aid that the school is responsible for returning. Schools 
DCL GEN-12-21 November 2012 must ensure the inclusion of all appropriate fees as well as applicable 
charges for books, supplies, materials, and equipment in Step 5, Part L of 
Determining charges the Return calculation. (See Institutional versus noninstitutional charges 
= shea and and Demonstrating a real and reasonable opportunity earlier in this 

DCL GEN-00-24 December 2000 chapter.) Institutional charges do not affect the amount of federal student 


aid that a student earns when he or she withdraws. 


Treatment of Work-Study Funds 


If an institution enters into a contract with a third party to provide 
Federal Work-Study funds are not included institutional housing, the institution must include the cost of housing 3 
mnyieicalcUlavonioleaincd ube eauncs as an institutional charge in a Return calculation if a student living in 


when a student withdraws. This remains A A 5 
the case even if a student has granted the third-party housing withdraws. 


permission for a percentage of the 


student's Federal Work-Study earnings to Use of institutional charges in determining 

be credited to his or her account to pay a school’s responsibility for return 

educational charges. 

2 See The institutional charges used in the calculation are always the 

Fees as noninstitutional charges charges that were assessed the student for the entire payment period or 

Application fees are excluded from period of enrollment, as applicable, prior to the student’s withdrawal. 

institutional charges because they arenotan —_Tnitial charges may only be adjusted by those changes the institution 

educational cost. (Federal Register, Volume : Sosa fi . 

59, No. 82, April 29, 1994, page 22356) made prior to the student’s withdrawal (e.g., for dropping or adding a 
class or changing enrollment status). If, after a student withdraws, the 

Effect of other assistance institution changes the amount of institutional charges it assessed a 

Federal Register, Volume 64, No. 210, student or decides to eliminate all institutional charges, those changes 

November 1, 1999, page 59032 affect neither the charges used in the Return calculation nor aid earned in 


the Return calculation. (Please see Step 3—Amount of Title IV Aid Earned 
by the Student, for a further discussion of aid earned and institutional 


Administrative Fees 
charges.) 


The $100.00 or 5% administrative fee 


hich is less) th | | page : 
CU aes ie ese au eee Institutional charges may not be reduced even if other sources of 
under the former Refund and Repayment 


regulations is not excluded in Return of aid are used to pay those charges. For example, a school may not reduce 
Title IV Funds calculations. institutional charges when an outside agency supplying aid requires 

that aid to be used for tuition. The Return regulations presume Title IV 
program funds are used to pay institutional charges ahead of all other 
sources of aid. 


When an institution that offers courses in a non-term credit-hour 
format calculates the aid for which the student is eligible, it does so 
if astudenydronscldesee ar aadical using costs associated with the number of courses it expects the student 
drops a student's classes on the same day to complete in the period for which aid is awarded. If the student later 
that the student withdraws, the dropped withdraws, the charges entered in Step 5 of the Return calculation must 


classes have no effect on school charges include the charges for all the courses the student was initially expected 
included in the Return calculation. 
to complete. 
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Effects of a post-withdrawal reduction in charges 


If a student withdraws and, as a result of applying an institutional 
refund policy, the school reverses, reduces, or cancels a student’s 
charges, the Return requirements still apply. The statute mandates that 
an otherwise eligible student who begins attendance at a school and is 
disbursed or could have been disbursed Title IV grant or loan funds 
prior to a withdrawal earns a portion of those Title IV funds. If, as a 
result of the withdrawal, an institution adjusts or eliminates a student’s 
institutional charges, or changes a student’s enrollment status, the 
changes made by the institution have no bearing on the applicability of 
the requirements in 34 CFR 668.22. Moreover, the charges used in the 
Return calculation are always the charges on the student’s account prior 
to withdrawal. However, if a student’s enrollment status changed prior to 
and unrelated to the withdrawal, the effect of that change on institutional 
charges appropriately should be reflected in any Return calculation. 


When to prorate charges 


As stated previously, for students who withdraw from a non-term- 
based educational program, the school has the choice of performing 
the Return calculation on either a payment period basis or a period of 
enrollment basis. If a school with a non-term program chooses to base 
the Return calculation on a payment period but the school charges 
for a period longer than the payment period (most likely the period of 
enrollment), there may not be a specific amount that reflects the actual 
institutional charges incurred by the student for the payment period. 
In this situation, the student’s institutional charges for the payment 
period are the prorated amount of institutional charges for the longer 
period. However, if a school has retained Title IV funds in excess of 
the institutional charges prorated amount, including allocating costs 
for equipment and supplies to the beginning of the program, the funds 
retained by the school are attributed to that payment period because they 
are a better measure of the student’s institutional charges for that period. 


Effects of waivers on institutional charges 


If your school treats a waiver as a payment of tuition and fees that 
have actually been charged to a student, then the waiver is considered a 
financial aid resource, and the full amount of the tuition and fees must be 
included in Step 5, Part L of the Return calculation. On the other hand, if 
the student is never assessed the full charges, the waiver is not considered 
to be financial aid, and only the actual charges would be included in the 
Return calculation. (See DCL GEN 00-24, December 2000, for a further 
discussion of waivers and the Return calculation.) 
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Prorated Charges Example 


Institutional charges are $8,000 for a 
non-term-based program that spans two 
payment periods of 450 clock hours each. 
The school chooses to calculate the 
treatment of Title lV funds on a payment 
period basis. A student withdraws in the 
first payment period. The prorated amount 
of institutional charges for each payment 
period is $4,000. However, because of the 
$1,000 in fees charged at the beginning 

of the period, the school has retained 
$5,000 of the Title IV funds for institutional 
charges for the payment period. Therefore, 
the institutional charges for the payment 
period are $5,000—the greater of the two 
elements from the proration calculation. 


Waiver Example 


An institution charges state residents $900 
per semester. Out-of-state students are 
charged an additional $2,000 for a total of 
$2,900. However, the institution grants 
waivers of the out-of-state charges to out- 
of-state athletes. The waiver is considered 
a payment to those charges, and the full 
$2,900 would need to be included in any 
Return calculation. 
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Order of return of Title IV funds 
34 CFR 668.22(i) 


Time frame for return of Title IV funds 
34 CFR 668.22(j)(1) 


If a School Has Not Drawn 
Federal Funds 


If a school has not drawn down federal 
funds or has made disbursements that 
exceed the amount the school has drawn, 
the school does not need to deposit 
funds in its federal account. Of course, the 
school’s accounting records must show 
that institutional funds were used to credit 
the student's account. 


Return of Title lV Funds When 
a School Does Not Maintain a 
Separate Federal Bank Account 


The Department considers a school that 
maintains Title lV funds and general 
operating funds in the same bank account 
(commingles) to satisfy the requirement 
that it return unearned funds on a timely 
basis if: 


the school maintains subsidiary ledgers 
for each type of funds commingled in 
that account that clearly show how and 
when those funds were used and 
reconciled to its general ledger, 


the subsidiary ledger for each Title IV 
program provides a detailed audit trail 
on a student-by-student basis that 
reconciles to the amount of Title IV 
program funds received and disbursed 
by the school, and 


the school updates the relevant sub- 
sidiary ledger accounts in its general 
ledger no later than 30 days after it 
determines that the student withdrew. 


More specifically, the return of an 
unearned funds transaction should be 
recorded as a debit to a Title IV program 
fund subsidiary ledger account and a 
credit to the school’s operating fund 
subsidiary ledger account. The date of 
the return is the date this transaction is 
posted to the school’s general ledger. 
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Order of return of Title IV funds 


A school must return Title IV funds to the programs from which the 
student received aid during the payment period or period of enrollment 
as applicable, in the following order, up to the net amount disbursed 
from each source: 


¢ Unsubsidized Direct Loans (other than Direct PLUS Loans) 
¢ Subsidized Direct Loans 

¢ Federal Perkins Loans 

¢ Direct PLUS Loans 

¢ Federal Pell Grants for which a Return is required 

¢  FSEOG for which a return of funds is required 

¢ TEACH Grants for which a Return is required 


¢ — Iraq and Afghanistan Service Grant, for which a Return is 
required. 


Time frame for the return of Title IV funds 


A school must return unearned funds for which it is responsible as 
soon as possible but no later than 45 days from the determination of a 
student’s withdrawal. 


A school will be considered to have returned funds timely if the 
school does one of the following as soon as possible but no later than 45 
days after the date it determines that the student withdrew: 


¢ deposits or transfers the funds into the school’s federal funds 
bank account, and then awards and disburses the funds to 
another eligible student; 


¢ returns the funds to the Department electronically using the 
“Refund” function in G5; 


¢ — issues a check to the Department. 


A school is considered to have issued a check timely if the school’s 
records show that the check was issued within 45 days of the date the 
school determined that the student withdrew and the date on the 
cancelled check shows that the bank endorsed that check no more than 
60 days after the date the school determined that the student withdrew. 
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Downward adjustment of FSA grant disbursement 
records and Direct Loan disbursement records required 


Returns of FSA Grant funds (except FSEOG and Iraq and 
Afghanistan Service Grants), other than funds that are being returned to 
stay in compliance with the excess cash requirements, must be offset by 
downward reductions in students records in COD. Likewise, all returns 
of Direct Loan funds must be offset by downward reductions in students 
records in COD. 


In addition, when all or a portion of a Direct Loan is cancelled 
(either because the borrower requested the cancellation within the 
regulatory time frames or to comply with statutory or regulatory 
requirements), the school must make the appropriate adjustment to 
the student records in COD. 


All returns of FSA Grants and Direct Loan funds previously 
disbursed (unclaimed credit balances) should be made through the G5 
system. 


Returning Direct Loan funds 


If a school is required to return Direct Loan funds to comply with 
a regulatory or statutory requirement, even if more than 120 days have 
elapsed since the disbursement date, the school must return Direct 
Loan funds through G5. The school returns Direct Loan funds to the 
Department following the same procedures the school follows when 
making other G5 refunds/returns. 


Returning funds from FFEL Program loans purchased by 
the Department 


From August 2008 through September 2010, The Department 
purchased Federal Family Education Loan (FFEL) Program loans 
from FFEL loan holders. The Department has contracted with several 
organizations to provide loan services on these purchased FFEL Program 
loans. 


If a school is required to return any portion of a FFEL Program 
loan that has been purchased by the Department, the money would be 
returned to the appropriate federal servicer for that loan. 


To identify the current servicer of an FSAn LOAn, access the 
NSLDS Professional Access Web site at https://www.nsldsfap.ed.gov/ 
nslds_FAP/ and select “Aid.” Enter the student identifiers and select 
“Retrieve.” Under Loan History, the current loan will be listed at the top. 
Scroll through the loans to identify the loan for which the return is to be 
made, and click on the Servicer list for the loan. Contact information will 
display. Additional contact information for the loan servicers is available 
on IFAP under the Help menu (Contact Information / Service Centers 
for Schools / Loan Service Centers for Schools. 
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No de minimis 
provision for schools 


The de minimis provision that waives 
returns of grant funds from students when 
the original amount to be returned is less 
than $50.00 does not apply to schools. A 
school must return the full amount owed 
to any Title lV program that the school 

is responsible for returning. However, a 
school does not have to return amounts of 
less than $1.00. 


Information Required When 
Returning FFEL Funds to an 
LOAn Servicer by Check 


If you cannot use the electronic process 
preferred by an LOAn’s servicer and must 
return the funds with a paper check, 
together with your check for the funds you 
are returning, you must include, on school 
letterhead, all of the following information: 

1. The borrower's name, 

2. The borrower's Social Security number, 

3. The loan’s unique Common ine ID, 

4. The type of loan (subsidized, 

unsubsidized, Direct PLUS, etc.), 

. The period for which the loan was 
certified, 

. The scheduled and actual date of the 
disbursement, 

. The amount of the disbursement, 

. The amount being returned, 

. The reason the funds are being 
returned (cancellation, overpayment, 
withdrawal, or failed to begin class), 

10. The school OPEID, 
11.The name and phone number of the 
school official returning the funds. 
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Amending a FISAP After the 
Close of an Award Year or After 
a School Has Submitted a Final 

FISAP for an Award Year 


To amend its FISAP, a school logs in to 

eCB for the appropriate FISAP year and 
selects the appropriate Campus-Based 
Program from the menu on the left. After 
the school has made the appropriate 
changes, updated the totals, and saved 
the data, the school selects the Submit link 
on the left. The phrase Change Request 
then appears below Submit. The school 
must select Change Request, to move to 
the next prompt. After the school selects 
Change Request the system will prompt 
the school to explain what changes the 
school is making and why. The school then 
must provide 


the FISAP part, section number, and line 
number(s) on which the changes were 
made; 

the amount of the change; and 

a description of the conditions that re- 
quire the revision (e.g., to comply with 
the requirements of 34 CFR 668.22). 


After providing all of the required 
information, the school clicks the Submit 
button and then affirms that it wants to 
Continue to Submit. 


The Campus-Based staff will evaluate the 
school’s submission. If a school’s request is 
denied, the Campus-Based staff will inform 
the school why its request was denied. 

If the school’s request is approved, the 
Campus-Based staff will notify the school 
by sending an email to the individual on 
record as the school’s financial aid director 
(in Field 19) that the school’s FISAP has 
been unlocked and that school has five 
days to submit the revised working copy as 
the final copy. 


For assistance with amending a previous 

year's FISAP, schools should call the 

Campus-Based Call Center at: 
1-877-801-7168. 
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Returning funds after 240 days 


In all cases, a school will have to request permission to make 
a change to its Fiscal Operations Report (FISAP) after 
December 15 following the close of the award year. 


If FSA Grant funds (other than FSEOG and Iraq and Afghanistan 
Service Grants) must be returned after 240 days, a school must: 
¢ — enter the student’s revised Pell Grant award in COD; 


¢ return the funds to the Department through G5, if applicable; 
and 


¢ make the appropriate change to the FISAP (see sidebar). 


Note that for Pell funds from a prior award year, a school may not 
use the funds for an eligible student in the current year. 


If FSEOG funds must be returned after 240 days, a school must: 


¢ enter the student’s revised FSEOG award both in the individual 
student's account and the school’s FSEOG ledger; 


¢ either return the funds to the Department through G5 OR 
carry them forward to the next award year; and 


¢ make the appropriate change to the FISAP (see sidebar). 


If Perkins Loan funds from a prior award year must be returned after 
240 days, a school must: 


rs reimburse its Perkins Loan fund; 


¢ — report those funds as income in Part III, Section A of the 
FISAP; and 


« — reduce the student’s Perkins Loan balance and make an ac- 
counting entry to tie that reduction to the journal entry for the 
aforementioned reimbursement of its Perkins Loan fund. 


The school should not make any changes to the student’s Perkins 
promissory note. 


If a school cannot locate a student to whom it owes FWS funds the 
student has earned, the federal portion must be returned to the school’s 
FWS account. If the student comes back or the school later locates the 
student, the school can recover the FWS funds as long as the account for 
that year is still open. If the account is closed, the school must pay the 
student (under the wage and hour laws) using its own funds. 
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STEP 7: INITIAL AMOUNT OF UNEARNED TITLE IV AID 
DUE FROM THE STUDENT 


The statute specifies that a student is responsible for all unearned 
Title IV program assistance that the school is not required to return. 
The initial amount of unearned federal student aid due from the student 
(or parent, for Direct PLUS Loan funds) (Box Q) is determined by 
subtracting the amount returned by the school (Box O) from the total 
amount of unearned Title IV funds to be returned (Box K). This is called 
the initial amount due from the student because a student does not have 
to return the full amount of any grant repayment due. Therefore, the 
student may not have to return the full initial amount due. 


STEP 8: REPAYMENT OF STUDENT LOANS 


The student loans that remain outstanding (Box R) consist of the 
loans disbursed to the student (Box B) minus any loans the school repaid 
in Step 6, Block P. These outstanding loans are repaid by the student 
according to the terms of the student’s promissory notes. 


STEP 9: TITLE IV GRANT FUNDS TO BE RETURNED 
BY A STUDENT 


The regulations limit the amount a student must repay to the amount 
by which the original overpayment amount exceeds 50% of the total grant 
funds disbursed or could have been disbursed by the student for the 
payment period or period of enrollment. 


The initial amount of unearned Title IV grant aid due from the 
student (Box S) is found by subtracting the loans to be repaid by the 
student (Box R) from the initial amount of unearned aid due from the 
student (Box Q). 


The amount of grant overpayment due from a student is limited to 
the amount by which the original grant overpayment (Box S) exceeds half 
of the total Title IV grant funds disbursed and could have been disbursed 
to the student (Box F). 
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STEP 10: RETURN OF TITLE GRANT FUNDS BY 


THE STUDENT 
Initial amount due from student The student is obligated to return any Title [V overpayment in the 
34 CFR 668.22(h) same order that is required for schools. 
Return of funds by the student Grant overpayments may be resolved through: 


34 CFR 668.22(h)(3)(i) and (ii) 
¢ full and immediate repayment to the institution; 
¢ repayment arrangements satisfactory to the school; or 


¢ overpayment collection procedures negotiated with Default 
Resolution Group. 


A SCHOOL’S RESPONSIBILITIES IN THE RETURN OF 
FUNDS BY THE STUDENT 


A school has responsibilities that continue beyond complet- 
ing the Return calculation and returning the funds for which 
it is responsible. Here we discuss the institution's participa- 
tion in the return of funds by the student. 


Grant overpayments 


sepa ott i ae The applicable regulations limit the amount of grant funds a student 
must repay to one-half of the grant funds the student received or could 

have received during the applicable period. Moreover, repayment terms 
for students who owe Title IV grant overpayments were established to 
ensure that students who could not immediately repay their debt in 
full had the opportunity to continue their eligibility for Title IV funds. 
Students who owe overpayments as a result of withdrawals initially will 
retain their eligibility for Title IV funds for a maximum of 45 days from 
the earlier of: 


¢ the date the school sends the student notice of the overpay- 
ment, or 


¢ the date the school was required to notify the student of the 
overpayment. 
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Within 30 days of determining that a student who withdrew must 


repay all or part of a Title IV grant, a school must notify the student that 
he or she must repay the overpayment or make satisfactory arrangements 
to repay it. In its notification, a school must inform the student of the 
following five items: 


1. 
de 


The student owes an overpayment of Title IV funds. 


The student’s eligibility for additional Title IV funds will end 
if the student fails to take positive action by the 45th day 
following the date the school sent or was required to send 
notification to the student. 


There are three positive actions a student can take to extend his 
or her eligibility for Title 1V funds beyond 45 days: 


a) 
b) 


c) 


The student may repay the overpayment in full to the 
school. 

The student may sign a repayment agreement with the 
school. 


Note: Two years is the maximum time a school may 
allow for repayment. 


The student may sign a repayment agreement with the 
Department. 


If the student takes no positive action during the 45- 
day period, the school should report the overpayment 
immediately to NSLDS on the NSLDS Professional 
Access Web site under the AID tab, “Overpayment 

List” menu option after the 45-day period has elapsed. 
(Because making this change in the NSLDS system is a 
simple process, we expect an institution will complete 
making the change within a few days of the end of the 
45-day period.) 


If the student fails to take one of the positive actions during the 
45-day period, the student’s overpayment immediately must be 
reported to the NSLDS and referred to the Default Resolution 
Group for collection. 


The student should contact the school to discuss his or her op- 


tions. 
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When a student receives additional funds during the 
45-day period of extended eligibility 


Students who owe overpayments as a result of withdrawals generally 
will retain their eligibility for Title IV funds for a maximum of 45 days 
On October 30, during the fall semester, from the earlier of (a) the date the school sends the student notice of the 


a student withdraws and owes a grant : : 
overpayment, or (b) the date the school was required to notify the student 
overpayment. On November 29, the school e (b) q fy 
of the overpayment. 


notifies the student of the overpayment. 
The student has 45 days (until January 
13) to repay the overpayment in full or to A student who receives Title IV funds within that period of extended 
make arrangements with the institution or | eligibility and then fails to return the overpayment or make repayment 
the Department to repay the overpayment! a+rangements becomes ineligible for additional Title IV program funds 
The spring semester begins on January 7, on the day following the 45-day period. However, any Title IV program 
before the 45-day period ends, and the funds received by the student during the 45-day period were received 
student receives Title IV aid for the spring while the student was eligible. Therefore, those Title IV funds do not have 
eee al ne to be returned (unless the student withdraws a second time). A student 
Snare paymenteercemench tueendcct who loses his or her eligibility for Title IV funds at the expiration of the 
the 45-day period—January 13. The 45-day period will remain ineligible for additional Title IV funds until the 


student is not required to return the Title student enters into a repayment agreement with the Department. 
IV funds received on January 10. However, 


the student becomes ineligible for . ; : 
sduivional mele ty funds on January 14and If, at any time, a student who previously negotiated a repayment G2 


remains ineligible until he or she enters arrangement fails to comply with the terms of his or her agreement to 
into a repayment agreement with the repay, that student immediately becomes ineligible for additional Title 
Department. IV funds. Any Title IV program funds received by the student between 
the time the student negotiated the repayment arrangement and the time 
the student violated the agreement were received while the student was 
eligible. Therefore, those Title IV funds do not have to be returned (unless 
the student withdraws a second time). A student who violates the terms 
of a repayment agreement and loses eligibility remains ineligible for Title 
IV funds until the student has made satisfactory repayment arrangements 
with the Department. 


45-day Period Example 


If, in either of the two aforementioned cases, the student withdraws 
a second time, any unearned funds from the disbursements that were 
made while the student was still eligible would have to be returned in 
accordance with the Return requirements. 
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Examples of the Relationship Between 
The Date of Notification and the Expiration of the 45-Day Period 


Example 1—A school sends notification to a student within the 30 days allowed. 


If a school sends notification to a student within the 30 days allowed, the 45-day period begins 
on the day after the school sends the notification to the student. If a school determines on August 
20 that a student withdrew and owes a repayment and the school sends notification to the student 
on September 1 (within the 30 days allowed), then the first day of the 45-day period is September 
2. Unless the student takes positive action to resolve the overpayment before the end of the 45-day 
period, the student loses his or her eligibility on the 45th day. Thus, in this case, the last day of the 
student's eligibility for Title IV funds is October 16. 


Example 2—A school fails to notify the student or notifies the student after the 30 
days allowed. 


If the school fails to notify the student or notifies the student after the 30 days allowed, the 
45-day period begins on the day after the end of the 30-day period (the date by which the school 
should have sent the notification to the student). Consider a school that determines on August 1 
that a student withdrew on June 15. The school should have sent the student a letter by July 15. 
Because it failed to do so, the first day of the 45-day period is the day after the end of the 30-day 
period (July 16). Unless the student takes action to resolve the overpayment, the last day of the 
student's eligibility for Title IV funds is August 29, the end of the 45-day period that began on 
July 16. 


If a student agrees to a repayment arrangement and then fails to meet the terms of that 
arrangement, the student’s eligibility ends as of the date the student fails to comply with the 
terms of the repayment arrangement. 
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Student overpayments less 


than $50.00 
34 CFR 668.22(h)(3)(ii) 


Student overpayments of $50 or less 


A student does not have to repay a grant overpayment of $50.00 or 
less for grant overpayments resulting from the student’s withdrawal. As 
a result, a grant overpayment of $50.00 or less will not make the student 
ineligible to receive Title 1V, HEA program assistance should the student 
return to school. A school is not required to attempt recovery of that 
overpayment, report it to the Department’s National Student Loan Data 
System (NSLDS), or refer it to Default Resolution Group. 


These de minimis amounts are program specific. That is, if a 
Return calculation resulted in a student having to return $150.00 in Pell 
funds and $40.00 in FSEOG funds, the student would have to return the 
Pell funds, but the FSEOG funds would be considered de minimis and 
treated as described above. 


If a school is currently holding an overpayment resulting from a 
withdrawal for which the original amount (after the grant protection was 
applied) was less than $50.00, the school should delete the overpayment 
in NSLDS by following these steps: 


1. On the NSLDS Professional Access website, go to the Aid Tab. 


2. From the Overpayment List Page, select the overpayment to be 
deleted by clicking on the blue number icon. 


3. On the Overpayment Display page, verify that this is the over- 
payment you want to delete, and then click the Delete button. 


4. On the Overpayments Delete Confirmation page, click the 
Confirm Button. 


This standard does not apply to remaining grant overpayment 
balances. That is, a student must repay a grant overpayment that has been 
reduced to $50.00 or less because of payments made. An overpayment 
for which the original amount was more than $50.00 that has a current 
balance of less than $50.00 may not be written off. 


Note: Default Resolution Group will not accept referrals for which 
the original amount was less than $25. 


This provision does not apply to funds that a school is required 
to return. A school must return the full amount owed to any Title IV 
program that the school is responsible for returning. However, a school 
does not have to return amounts of less than $1.00. 
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Payments on a student's behalf 


The grant protection always applies to the repayment of grant funds 
for which the student is responsible, regardless of who actually returns 
the funds. If an institution chooses to return all or a portion of a grant 
overpayment that otherwise would be the responsibility of the student to 
return, the grant protection still applies. If an institution returns a grant 
overpayment for a student, the student would no longer be considered to 
have a Title IV grant overpayment and, as such, no reporting to NSLDS 
is required and no referral to Default Resolution Group for collection is 
allowed. This would be true whether the institution simply returned the 
overpayment for the student or returned the overpayment and created a 
debit on the student’s school account. 


Recording student payments and reductions 
in the Title IV grant programs 


For reductions and payments to awards, schools should record 
reductions and payments by entering a replacement value. 


If, through its Return calculation, a school determines that a student 
has received an overpayment of Pell Grant, Iraq and Afghanistan Service 
Grant, or TEACH Grant funds, the school should reduce the student’s 
award/disbursements and return the funds. 


First, reduce the student’s award/disbursements by entering a 
replacement value in the COD system. The replacement value will be the 
original values less only the amount the school has returned (the sum 
of: (a) that amount the school is responsible for returning, plus (b) 
any portion of the grant overpayment that otherwise would be the 
responsibility of the student but which the school has chosen to return 
for the student, plus (c) any portion of the grant overpayment the school 
has collected from the student. Do not reduce the award/disbursement 
by the amount the student must return (unless the student has made a 


payment). 


If a school receives a payment for a current-year overpayment that 
has not been referred to Default Resolution Group, the school should 
NOT send the payment to Default Resolution Group. Instead, after you 
have reduced the student’s disbursement in COD, return the unearned 
funds as follows: 


¢  Ifyour school has made repayment arrangements with a stu- 
dent and received a payment on a current-year overpayment, 
the school should deposit the funds in its Pell Grant, Iraq and 
Afghanistan Service Grant, or TEACH Grant account and 
make the appropriate entry in the COD system. 
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¢ Ifastudent makes a payment on any previous year’s Pell Grant, 
Iraq and Afghanistan Service Grant, or TEACH Grant overpay- 
ment, a school makes the aforementioned COD system entry 
using the same software the school used to create the award. 
The school then returns the funds to the Department using 
the Electronic Refund function in G5 following the same pro- 
cedures the school follows when making other G5 refunds/ 
returns. 


If, through its Return calculation, a school determines that a student 
has received an overpayment of FSEOG funds, the school must adjust TIP 
its institutional ledgers, financial aid records, and the student’s account 

by subtracting the amount the school must return (the FISAP filed for 

the year will reflect the net award to the student). If a student makes a 

payment on an FSEOG overpayment made in the current award year, the 

school should deposit the payment in its federal funds account and award 

the funds to other needy students. If the school collects an overpayment 

of an FSEOG for an award made in a prior award year, the funds 

recovered should be returned to the Department using the Electronic 

Refund function in G5. Payments should be applied to the award year in 

which the recovered funds were awarded. 


For information on handling student payments after you have 
referred an overpayment to Default Resolution Group, see the discussion 
under Accepting payments on referred overpayments later in this chapter. 
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Recording student payments and reductions 
in the Direct Loan Program 


If, through its Return calculation, a school determines that a student 
has received an overpayment of Direct Loan funds, the school should 
reduce the student’s award/disbursements by making a downward 
adjustment in COD. 


The school then returns the funds to the Department using the 
Electronic Refund function in G5 following the same procedures the 
school follows when making other G5 refunds/returns. 


The End of Paper Check Processing for 
Direct Loan Refunds of Cash Beginning January 1, 2015 


In an effort to increase efficiency and improve funds control, Federal Student 
Aid now requires schools to refund cash electronically via the G5 website. This 
method is faster and more secure than manual/paper processing, and is less 
likely to result in errors. 


On January 1, 2015, FSA stopped accepting Direct Loan refunds of cash sent 
manually via paper check. As a result, schools should are required to update 
their processes to refund cash electronically via the G5 website at https://www. 
g5.gov/. 


For additional information on refunding cash via G5, refer to the G5 website 
at https://www.g5.gov/ or call the G5 Hotline at 888-336-8930 or 202-401-6238 
for assistance. 


For questions about refunding cash, contact the COD School Relations Center at 
800-848-0978 or 571-392-3737. You may also email CODSupport@ed.gov. 
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NSLDS Notifying the Department 
DCL GEN-98-14, July 1998 


A school is never required to enter into a repayment agreement 
You must use the NSLDS Professional with a student; rather, a school may refer an overpayment to the 
nae eeu aoe fae Department at any time after the student has had the opportunity to 
access, and your Primary Destination Point Pay off the overpayment in full to the school or indicate his or her intent 
Administrator (DPA) must have signed up to negotiate repayment arrangements with Default Resolution Group. 
at least one user for Overpayment updates = _However, if a school reports a student overpayment (for which a student 
for NSLDS online services at https:// has not negotiated repayment arrangements) to NSLDS before the 45- 


Pree eres day period has elapsed, the student will appear to be ineligible for Title 


DCL GEN-04-08 gives the most recent IV aid. Since students retain their eligibility for 45 days, schools should 

technical specifications. provide students with every opportunity to repay their debt or negotiate 
repayment arrangements before reporting it to NSLDS and referring it to 

Reporting required Default Resolution Group. 

If a student is determined to have withdrawn Important: | Default Resolution Group is unable to respond to a 

from a school, the student is no longer student-initiated request to negotiate a repayment 


considered to be enrolled and in attendance. 


; arrangement until a school has referred the student’s 
Therefore, the student is no longer . ae : 
eligible for an in-school status or in-school account for collection. In addition, Debt Resolution 
deferment, and the school must report the Services uses the information about the student in the 
student as withdrawn in NSLDS Enrollment NSLDS while conversing with a student. 
Reporting. 
34 CFR 685,309 (b) and 34 CFR 682.610 (0) To ensure a student overpayment has been 
reported and referred to the Department, when the 
Reporting Overpayments school is communicating with a student about making 
to NSLDS repayment arrangements with ED, the school should 
DCL GEN-98-14, July 1998 make it clear that the student should contact the school 
efore contacting the Department. Repaymen 
bef tacting the Department. Repayment 
All new Perkins Loan, Pell Grant, Iraq and agreements with the Department will include terms 
Afghanistan Service Grant, TEACH Grant, that permit students to repay overpayments while 
TCHR TSCOY Sor Snail oe Te [Sue Sy) maintaining their eligibility for Title IV funds. Schools 
reported FSEOG overpayments for which ; ee 
Acar ciementinaccrondedinusnbe are encouraged to negotiate similar repayment 
reported. agreements with students. However, schools’ repayment 6) 
arrangements with students must provide for complete 
Perkins and other data providers must repayment of the overpayments within two years of the 


gree aN SE pane poning Fequice acne date of the institutions’ determination that the students 
as detailed in the appropriate operating 


manuals. withdrew. 


NSLDS reference materials are available at: 


www.ifap.ed.gov/ifap/byYear.jsp?type 
=nsldsmaterials&set=archive 


The email address for NSLDS 
Customer Support is: 


NSLDS@ed.gov 


The phone number for 
SCHOOL USE ONLY 
is 


1-800-999-8219 
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There are exceptions to the recommendation that a school wait the full 
45 days before reporting a student overpayment through NSLDS. If, 
during the 45-day period, a student indicates that he or she cannot repay 
his or her debt in full and wishes to negotiate a repayment agreement with 
the Department, the school should immediately report the overpayment to 
NSLDS and refer the overpayment to Default Resolution Group. 
Likewise, if a student contacts a school that will not be offering 
institutional repayment agreements and indicates that he or she cannot 
pay the overpayment within the 45 days, the school should immediately 
report the overpayment to NSLDS and refer the overpayment to Default 
Resolution Group. Default Resolution Group will need time to receive 
and record an overpayment before it can respond to a student inquiry. 
Schools should advise students to wait at least 10 days before contacting 
Default Resolution Group. 


After a school has reported and referred a student’s overpayment, the 
school should provide the student with the phone number and postal 
address for Default Resolution Group. A student can contact Default 
Resolution Group by calling 1-800-621-3115 or by writing Default 
Resolution Group at the following address: 


U.S. Department of Education 
Default Resolution Group 
P.O. Box 5609 

Greenville, Texas 75403 


Reporting and referring overpayments 


Referring overpayments for collection is a separate process from 
reporting overpayments to NSLDS. Reporting is the process of creating 
within NSLDS a record of a student’s overpayment. Referring is the process 
of turning over a student’s debt to Default Resolution Group. Students 
who pay their debts in full during the 45-day period should neither be 
reported to NSLDS nor referred for collection. 


A school reports overpayments to the NSLDS via the NSLDS 
Professional Access website. A school sends referrals to Default 
Resolution Group —through the U.S. Mail to the following address: 


Student Loan Processing Center - Overpayments 
P.O. Box 4157 
Greenville, Texas 75403 
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If a student who owes a repayment of a Title IV grant calls Default 
Resolution Group before Debt Resolution Services has received and 
recorded the student’s overpayment, Default Resolution Group will 
examine the student’s record in the NSLDS. Ifa school has reported 
the overpayment to NSLDS correctly, Default Resolution Group will 
inform the student that the overpayment is being processed and that the 
student should call back in 10 days for further information. If a student 
calls Default Resolution Group before a school has reported the student’s 
overpayment to the NSLDS, Default Resolution Group will find no 
record of the overpayment and will tell the student to contact the school 
to resolve the discrepancy. 


A student who does not take positive action during the 45-day 
period becomes ineligible for Title [V funds on the 46th day from the 
earlier of (1) the date the school sends a notification to the student of the 
overpayment; or (2) the date the school was required to notify the student 
of the overpayment. The student will remain ineligible until the student 
enters into a satisfactory repayment agreement with the Department. 

An overpayment resulting from a student’s withdrawal remains an Q 
overpayment until it is repaid in full. Though a student may regain Title IV 
eligibility by negotiating and satisfying the requirements of a satisfactory 
repayment arrangement, the information on the student’s NSLDS account 

will continue to reflect the status of the overpayment until the debt is repaid 

in full. 


If a school enters into a repayment arrangement with a student 
who owes an overpayment, the school should immediately report 
the repayment arrangement using the online NSLDS Professional 
Access website. The school should report the status (Indicator field) 
of an overpayment for which it has entered a repayment agreement as 
“Satisfactory Arrangments Made.” After the information is reported to 
the NSLDS, any future output from the CPS (SARs and ISIRs) will show 
that the student owes a repayment of a Title IV grant and that the student 
has negotiated a satisfactory repayment arrangement with the school. 


As long as the student fulfills his or her commitment under 
the repayment arrangement, the NSLDS overpayment status of 
“Satisfactory Arrangements Made” will indicate that, though the 
student owes an overpayment, the student remains eligible for Title 
IV funds. If, at any time, a student fails to comply with the terms of 
the student’s agreement to repay, or if the student fails to complete 
repayment in the two years allowed, the school must immediately 63 
update the student’s overpayment status (Indicator field) to 
“Overpayment.” From that point on, the NSLDS will inform schools 
that the student is not eligible for Title IV funds. 
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Required referrals 


A school must refer to the Department/Default Resolution Group a 
student who 


All referrals to Default Resolution 


¢ does not satisfy the requirements of a repayment agreement Group must be made on institutional 
with the school; letterhead. 


¢ fails to contact the school during the 45-day period; 


¢ fails, during the 45-day period, to pay his or her overpayment 
in full or enter into a repayment arrangement; or 


¢ fails to complete repayment in the two years allowed. 


If a school is referring to Default Resolution Group a student 
overpayment previously reported to NSLDS, the school must also 
update the information previously reported to NSLDS by changing 
the Source field from “School” to “Transfer.” If a school is referring 
a student who has failed to satisfy the terms of his or her repayment 
agreement, the school should also change the status code (indicator field) 
from “Satisfactory Arrangement Made” to “Overpayment.” Ifa school is 
referring for collection a student not previously reported to NSLDS, the 
school must report the account to NSLDS as a referred overpayment, 
enter “['RF-Transfer” as the initial source in the Source field and 
“Overpayment” as the overpayment status (indicator field). 


Remember to include 


your school’s Reporting Pell 
Identification Number on the referral. 


To refer student overpayments for collection, schools should use a 
format similar to the one found near the end of this chapter (Information 
Required when Referring Student Overpayments to Default Resolution 
Group) and send the document to the address at the bottom of that page. 
Each referral must be typed or printed and must be submitted on school 
letterhead. 


To avoid creating a double record for a single overpayment, the 
school must enter for the Dates of Disbursements the exact same 
dates the school used when it created the NSLDS record. In addition, 
for Award year, a school must ensure that it enters the year the 
disbursement was made. 


Once Default Resolution Group has accepted a referred student 
overpayment, Default Resolution Group will transmit the information 
to NSLDS and “EDR Region” will replace “Transfer” as the 
appropriate contact source for information about the overpayment. 
On its Overpayment Referral, schools must provide their school’s Pell 
Identification Number. Schools should not enter their Routing Identifier. 


" peecccchcceedddddddddddeeccdeecdeadedaeeeededcededeeddeecedeeddeededddeedeeeddaeeddedcdedeeddddeeddddeeeddddeedddece 


If your school does not have a Pell ID 


e 


If you are referring a TEACH Grant to Default Resolution 
Group for collection and your school does not have a Pell ID, 
on the “Overpayment Referral Form,’ under 
“School Information,’ you must provide your OPEID. 


feces 
— yl 
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If the student whose overpayment case has been accepted by the 
Department wishes to establish a repayment schedule, the student should 
contact Default Resolution Group by calling: 


1-800-621-3115 


A student can contact us by going to: www.myeddebt.com; selecting 
the Borrower tab, Contact Us, and Secure email. 


Summary 


¢ — If, during the 45-day period, a student repays his or her debt in 
full to the institution, the institution should neither report the 
overpayment in NSLDS nor refer the student to Default Reso- 
lution Group. 


¢ — If, during the 45-day period, a student signs a repayment 
agreement with the institution, the institution should im- 
mediately (within a few days) make the appropriate entries in 
NSLDS using the online NSLDS Professional Access screens. 


¢« — If, during the 45-day period, a student indicates that he or she 
will not or cannot repay the overpayment and wishes to negoti- 
ate a repayment agreement with the Department, the school 
should immediately (within a few days) report the overpay- 
ment on the NSLDS Professional Access website, and refer the 
overpayment to Default Resolution Group. 


¢ — Ifthe institution will not be offering institutional repayment 
arrangements to students and, during the 45-day period a 
student indicates that he or she cannot repay the debt in full, 
the institution should immediately (within a few days) report 
the overpayment on the NSLDS Professional Access website and 
refer the overpayment to Default Resolution Group. 


¢  Ifastudent fails to take any positive action during the 45-day 
period, upon the expiration of that period, the institution 
should immediately (within a few days) report the 
overpayment on the NSLDS Professional Access website and 
refer the overpayment to Default Resolution Group. 


¢ Ifa student signs a repayment agreement with an institution 
and, at any time, then fails to fulfill the terms of that agree- 
ment, the institution should immediately (within a few days) 
report the overpayment on the NSLDS Professional Access web- 
site and refer the overpayment to Default Resolution Group. 
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Accepting payments on referred overpayments 


A school may continue to accept payment on a Title IV grant 
overpayment after the overpayment has been referred to the Department. 
(Before accepting the funds, the school should verify the Department 
has accepted the debt by examining the “Source” field on the NSLDS 
Professional Access Overpayment List screen). A school that accepts a 
check made out to the Department on an overpayment that has been 
referred to Default Resolution Group must: 


1. note the student’s name and Social Security Number (SSN) on 
the check; 


2. indicate that the payment is for an overpayment of a Title IV 
grant; and 


3. forward the payment to Default Resolution Group’ National 
Payment Center at: 


National Payment Center 
P.O. Box 105028 
Atlanta, Georgia 30348-5028 


If a school accepts a cash payment from one or more students who 
owe overpayments and who have been referred to Default Resolution 
Group, the school should write its own check to the Department 
and attach a letter indicating that the check is for a Title IV grant 
overpayment. The school must include in its letter a roster that includes, 
for each student who made a payment, the student’s name, Social Security 
number, and amount paid. 


If a school receives a payment for an overpayment previously referred 
to Default Resolution Group, and if the overpayment was made in the 


current award year and the payment will retire the student’s debt in Payment In Full 
full, the institution must take the following three steps: Any time a school receives a payment 
(including the application of a Title 
1. Deposit the payment in its appropriate institutionally main- Ei cregie Salznee) may aalllrepay ar 


overpayment in full, the school must 
also update its original submission to 


2. Make the appropriate entry in the COD system (the replace- NSLDS by changing the entry on the 


tained federal funds account. 


“Overpayment Update Screen” for the 


ment value). Indicator Field to “Repaid.” 


3. Send a letter or fax to Default Resolution Group identifying the 
student and indicating that the student's overpayment has been 
completely repaid. This will allow the Department to properly 
update its records in both the Default Resolution Group system 
and NSLDS. 


The fax number (this process cannot be performed via email) for 
this purpose and school use only is: 


903-454-5398 
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In the fax or letter, a school must include the following six items: 


award year of the overpayment (current award year only); 
student’s Social Security number; 
student's last name, first name, and middle initial; 


student’s date of birth; 


a PF we NM oS 


type of overpayment—Federal Pell Grant, Iraq and Afghanistan 
Service Grant, FSEOG, or TEACH Grant; and 


6. the disbursement date the institution used to create the over- 
payment record in NSLDS. 


Corrections or recalls of referred overpayments 


If you determine that a student you referred to Default Resolution 
The phone number for Group does not owe an overpayment or that the amount you referred 
Default Resolution Group is: was incorrect, you should fax a letter explaining the situation to Default 

1-800-621-3115 Resolution Group at: 


903-454-5398 


Important: You should not send a revised referral form when 
making changes or corrections. 


The letter must include the following: 


¢ — student's last name, first name and middle initial; 
¢ — student's Social Security number; 
¢ award year of the overpayment; 


¢ disbursement date the institution used to create the overpay- 
ment record in NSLDS; 


¢ amount originally referred; and 
¢ description of the issue and the requested action. 


Default Resolution Group will cease collection efforts and change the 
record in NSLDS so that the overpayment will be shown as “Repaid.” 
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When a student loses eligibility at a former school while 
receiving aid at a second school 


If a student who owes a Title IV overpayment due to a withdrawal 
from one school receives additional Title IV aid at another school 
(based upon the student’s having entered into an agreement with either 
Default Resolution Group or the first school) and then fails to meet the 
requirements of the agreement, Default Resolution Group or the school, 
as appropriate, will update NSLDS to show that the student is no longer 
eligible due to his or her violation of the agreement. The NSLDS 
postscreening process will then cause a new ISIR record to be created and 
sent to all schools listed in the CPS record. 


As noted previously under When a student receives additional funds 
during the 45-day period of extended eligibility, the student loses eligibility 
as soon as he or she fails to meet the terms of the repayment agreement. 
The second school is not liable for any aid it disbursed after the student 
became ineligible but prior to being notified of the ineligibility via the 
NSLDS postscreening process. 


As provided for in previous guidance (GEN-96-13, Q&A 13 and 15), 
once the school receives a record from NSLDS showing that a student 
is not eligible, it may no longer disburse Title IV aid to the student and 
must assist the Department in requiring the student to repay any funds he 
or she was not eligible to receive. 


If a student who is receiving Title IV aid at an institution with 
which he or she has entered into a repayment agreement for a previous 
overpayment resulting from a withdrawal violates the terms of that 
agreement, the institution must immediately cease disbursing Title IV aid 
to the student. The school must immediately update the NSLDS record 
and refer the overpayment to Default Resolution Group. 
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Withdrawal Dates for a School that is Not Required to Take Attendance 


Circumstance 


Withdrawal Type 


The student begins the 
school’s withdrawal process, or 


The student otherwise 
provides official notification 
to the school of intent to 


Official Notification withdraw. 


Official notification not 
provided by the student 
because of circumstances 


beyond the student's control 
Official Notification Not 
Provided All other instances where 
student withdraws without 
providing official 
notification 


The student does not return 
from an approved leave of 
absence, or 


The student takes an 
unapproved leave of 
absence. 


Leave of Absence 
Related 


The student withdraws after 
rescinding a previous official 
notification of withdrawal. 


Withdrawal After 
Rescission of Official 
Notification 


Student's 
Withdrawal Date! 


The date the student begins 
the school’s withdrawal pro- 
cess, Or 


The date that the student 
otherwise provides the 
notification 


(If both circumstances occur, 
use the earlier withdrawal 
date.) 


The date that the school 
determines is related to the 
circumstance beyond the 
student's control 


The midpoint of the 
payment period or period of 
enrollment, as applicable 


The date that the student 
began the leave of absence 


The student's original with- 
drawal date from the 
previous official notification 


Date of the Institution’s 
Determination that the 
Student has Withdrawn 


The student's withdrawal date 
or the date of notification, 
whichever is later 


The date that the school 
becomes aware that the 
student has ceased 
attendance? 


The earlier of the dates of the 
end of the leave of absence or 
the date the student notifies 
the school he or she will not be 
returning to that school 


(In the case of an unapproved 
absence, the date that the 
student began the leave of 
absence) 


The date the school becomes 
aware that the student did 
not, or will not, complete the 
payment period or period of 
enrollment 


1. In place of the dates listed, a school may always use, as a student's withdrawal date, the student’s last date of attendance at an 
academically related activity if the school documents that the activity is academically related and that the student attended 


the activity. 


2. For astudent who withdraws without providing notification to the school, the school must determine the withdrawal date no 
later than 30 days after the end of the earliest of the (1) payment period or period of enrollment (as appropriate), (2) academic 


year, or (3) educational program. 
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Sample Summary of the Requirements of 34 CFR 668.22 
(To Provide Students as Part of Consumer Information) 


Treatment of Title IV Aid When a Student Withdraws 


The law specifies how your school must determine the amount of Title lV program assistance that you 
earn if you withdraw from school. The Title IV programs that are covered by this law are Federal Pell Grants, 
Iraq and Afghanistan Service Grants, TEACH Grants, Direct Loans, Direct PLUS Loans, Federal Supplemental 
Educational Opportunity Grants (FSEOGs), and Federal Perkins Loans. 


Though your aid is posted to your account at the start of each period, you earn the funds as you complete 
the period. If you withdraw during your payment period or period of enrollment (your school can define 
these for you and tell you which one applies to you), the amount of Title IV program assistance that you have 
earned up to that point is determined by a specific formula. If you received (or your school or parent received 
on your behalf) less assistance than the amount that you earned, you may be able to receive those additional 
funds. If you received more assistance than you earned, the excess funds must be returned by the school and/ 
or you. 


The amount of assistance that you have earned is determined on a pro rata basis. For example, if you 
completed 30% of your payment period or period of enrollment, you earn 30% of the assistance you were 
originally scheduled to receive. Once you have completed more than 60% of the payment period or period of 
enrollment, you earn all the assistance that you were scheduled to receive for that period. 


If you did not receive all of the funds that you earned, you may be due a post-withdrawal disbursement. 
If your post-withdrawal disbursement includes loan funds, your school must get your permission before it 
can disburse them. You may choose to decline some or all of the loan funds so that you don't incur additional 
debt. Your school may automatically use all or a portion of your post-withdrawal disbursement of grant 
funds for tuition, fees, and room and board charges (as contracted with the school). The school needs your 
permission to use the post-withdrawal grant disbursement for all other school charges. If you do not give 
your permission (some schools ask for this when you enroll), you will be offered the funds. However, it may be 
in your best interest to allow the school to keep the funds to reduce your debt at the school. 


There are some Title IV funds that you were scheduled to receive that cannot be disbursed to you once 

you withdraw because of other eligibility requirements. For example, if you are a first-time, first-year 
undergraduate student and you have not completed the first 30 days of your program before you withdraw, 
you will not receive any Direct Loan funds that you would have received had you remained enrolled past the 
30th day. 


If you receive (or your school or parent receive on your behalf) excess Title IV program funds that must be 
returned, your school must return a portion of the excess equal to the lesser of: 


1. your institutional charges multiplied by the unearned percentage of your funds, or 
2. the entire amount of excess funds. 


The school must return this amount even if it didn’t keep this amount of your Title IV program funds. 


If your school is not required to return all of the excess funds, you must return the remaining amount. 
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For any loan funds that you must return, you (or your parent for a Direct PLUS Loan) repay in accordance 
with the terms of the promissory note. That is, you make scheduled payments to the holder of the loan over a 
period of time. 


Any amount of unearned grant funds that you must return is called an overpayment. The maximum 
amount of a grant overpayment that you must repay is half of the grant funds you received or were 
scheduled to receive. You do not have to repay a grant overpayment if the original amount of the 
overpayment is $50 or less. You must make arrangements with your school or the Department of Education 
to return the unearned grant funds. 


The requirements for Title IV program funds when you withdraw are separate from any refund policy that 
your school may have. Therefore, you may still owe funds to the school to cover unpaid institutional charges. 
Your school may also charge you for any Title IV program funds that the school was required to return. If you 
don't already know your school’s refund policy , you should ask your school for a copy. Your school can also 
provide you with the requirements and procedures for officially withdrawing from school. 


If you have questions about your Title lV program funds, you can call the Federal Student Aid Information 
Center at 1-800-4-FEDAID (1-800-433-3243). TTY users may call 1-800-730-8913. Information is also available 
on Student Aid on the Web at www.studentaid.ed.gov. 
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Return of Title lV Funds Requirements and Deadlines 


30 days after the end of the earlier of: 
Payment or enrollment period. 
Academic year in which 
student withdrew. 

Educational program from which 
student withdrew 


Determining withdrawal date 
for student who withdraws without providing 
notification 


As soon as possible but no later than 
Return of unearned Title IV funds 45 days after date school determined 
student withdrew 


Post-withdrawal disbursement to student’s 
account for: 

Outstanding current (allowable) charges (tuition 
and fees, room and board, etc.). 

Minor (e.g., under $200) prior year charges that the 
school has authorization to retain 


As soon as possible but no later than 180 
days after the date school determined 
student withdrew, in accordance with 
requirements for disbursing Title IV 
funds 34 CFR 668.164 


Written notification providing the student (or Within 30 days of the school’s determina- 
parent) the opportunity to accept all or part of tion that the student withdrew, 

a post-withdrawal disbursement of Title IV loan 34 CFR 668.22(a)(5)(iii)(A) 

funds, (Perkins Loan, Direct Loan, or Direct PLUS 
Loan) to the student's account 


Written notification of student's eligibility for a 
direct post-withdrawal disbursement of 

Title IV loan funds in excess of outstanding 
current (educationally related) charges 


Within 30 days of the school’s determina- 
tion that the student withdrew, 
34 CFR 668.22(a)(5)(iii)(A) 


From the date school determined student 
Post-withdrawal disbursement to student for withdrew (1) loans as soon as possible but 
earned Title IV funds in excess of outstanding cur- no later than 180 days (2) grants as soon 

rent (educationally related) charges as possible but no later than 45 days 


Notification to student (or parent) of outcome of 
late request for a post-withdrawal disbursement 
to student (request received by school after the Not specified but as soon as possible 
specified period and school chooses not to make 
disbursement) 


Notification to student of grant overpayment Within 30 days of date school 
determined student withdrew 


Referral of student to Default Resolution Group 
if student does not pay overpayment in full, does 
not enter into repayment agreement, or fails to 

meet terms of repayment agreement 


Not specified but as soon as possible 


Submit response instructing school to make 
post-withdrawal disbursement 


Within specified number of days 
school allows for response 


Student (or parent) 


Loans—according to terms of the loan. 
Grants—within 45 days of earlier of 
date school sent or was required to 
send notice 


Student Return of unearned Title IV funds 
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Return of Title lV Funds Requirements for Notification 


Report of student to NSLDS if student does not pay No later than 45 days from the date 

overpayment in full, does not enter into student is notified of overpayment 
School repayment agreement, or fails to meet terms of 

repayment agreement 


School's withdrawal policy. 

School's refund policy. 

Office(s) designated to receive 
School Consumer Information official notifications of intent to 

withdraw. 

Requirements regarding return of 

Title IV funds 


Identify type and amount of the 
Title IV loan funds that will make up 
the post-withdrawal disbursement 
: eR er not credited to student's account. 
Written notification of student's eligibility for a Explain that student or parent may 
cchoal direct post-withdrawal disbursement of accept all or part of the disbursement 
Title IV loan funds in excess of outstanding Advise student or parent that no 
current (educationally related) charges post-withdrawal disbursement of 
Title IV loan funds will be made unles 
school receives response within the 
time frame established by the school 


Response (written or electronic) to late request 
School for post-withdrawal disbursement (that school Outcome of request 
chooses not to make) 


Terms permitting student to repay 
overpayment while maintaining 

School Repayment Agreement eligibility for Title IV funds. 
Repayment in full within two years 
of date school determined student 
withdrew 


Close to the date that the student 
ceases attendance at any point prior to 
completing the payment period or period 
of enrollment and before the school is 
required to return Title IV funds, offer 
any post-withdrawal disbursement of 
loan funds, or take any other action 
under the Return of Title IV Funds 
requirements. 


Student enrolled in Of intent to return to a module that begins later in 
a series of modules the same payment period or period of enrollment 
+ For students enrolled in non-term 

and nonstandard-term programs, 
the later module must begin no later 
than 45 calendar days after the end 
of the module the student ceased 
attending. 
For students enrolled in modules 
within a term, the later module must 
begin and end within the term. 
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completed that student withdrew 
Period used for calculation (check one) [| Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


STEP 1: Student’s Title IV Aid Information 


A F Amount that Could id di 
Title IV Grant Programs Amount Disbursed ee Soon Bienes r E. pone as IV Aid disbursed for the 
. Pell Grant 


. Academic Competitiveness Grant - 


F. Total Title lV grant Aid disbursed and that 
. TEACH Grant could have been disbursed for the 


. Iraq and Afghanistan Service Grant period. 


Subtotal Subtotal 


ofp 


Title IV L p a aes Net Amount that Could = 
itle oan Programs let Amount Disburse Have Been Disbursed 
9 G. Total Title IV Aid disbursed and that could 


. Unsubsidized Direct Loan have been disbursed for the period. 


11. Direct Parent PLUS Loan 


+ 


Subtotal Subtotal 


STEP 2: Percentage of Title IV Aid Earned STEP 3: Amount of Title lV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
the Total Title IV Aid disbursed and that could have been 


A school that is not required to take attendance may, for a 

student who withdraws without notification, enter 50% in % 
Box H and proceed to Step 3. Or, the school may enter the oO 
last date of attendance at an academically related activity Box H 

for the “withdrawal date,” and proceed with the calculation 

as instructed. For a student who officially withdraws, enter 


here tactawel date. If the amount in Box | is greater than the amount in 

H. Percentage of payment period or period of Box E, go to Item J (post-withdrawal disbursement). 
srvelment compicted : If the amount in Box | is less than the amount in 
Divide the calendar days completed in the period by the Box E, go to Title IV aid to be returned (Item K). 


total calendar days in the period (excluding scheduled : 
breaks of five days or more AND days that the student If the amounts in Box I and Box E are equal, STOP. 


was on an approved leave of absence). No further action is necessary. 
. Post-withdrawal disbursement 
fd + = . % From the Amount of Title IV aid earned by the student 
* (Box I) subtract the Total Title IV Aid disbursed for the 
Pompieed eye dotal dye period (Box E). This is the amount of the post- 
withdrawal disbursement. 
> If this percentage is greater than 60%, enter 100% in , 
Box H and proceed to Step 3. | J. $ . 
, : Box | Box E 
> ee bene pocee tha or equal to 60%, enter Stop here, and enter the amount in “J” in Box 1 on 
at percentage in Box H, Re 
ties sta A Step 3. H. _%&% Page 3 (Post-withdrawal disbursement sap alana) : 


You should use this form when the withdrawal date is on or after 7/1/2013. p. 1 of 3 
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Student’s Name Po Social Security Number[ sd 


STEP 4: Aid to be Disbursed or Returned CONTINUED 


From the Total Title IV Aid disbursed for the period 
(Box E) subtract the amount of Title IV aid earned by 
the student (Box I). This is the amount of Title IV aid 
that must be returned. 


ee | 


Box E Box | 


STEP 5: Amount of Unearned Title IV Aid Due 
from the School 


L. Institutional charges 
for the period 


Tuition 


Total Institutional Charges =— 
(Add all the charges together) 


M. Percentage of unearned Title IV aid 
100% — - 
Box H 


N. Amount of unearned charges 
Multiply institutional charges for the period (Box L) by 
the percentage of unearned Title IV aid (Box M). 


{e) — 
a ee a 
Box L Box M 


O. Amount for school to return 


Compare the amount of Title IV aid to be returned 
(Box K) to amount of unearned charges (Box N), 


and enter the lesser amount. 
STEP 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 


order, up to the total net amount disbursed from each source. 
Amount for School 
to Return 


Title lV Programs 
. Unsubsidized Direct Loan 
. Subsidized Direct Staff Loan 
. Perkins Loan 
. Direct Grad PLUS Loan 
. Direct Parent PLUS Loan 
Total loans the 
school must return 
. Pell Grant 
7. Academic Competitiveness Grant 
8. National SMART Grant 
9. FSEOG 
10. TEACH Grant 
11. Iraq & Afghanistan Service Grant 


You should use this form when the withdrawal date is on or after 7/1/2013. 


STEP 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the amount of Title IV aid to be returned (Box K) subtract the 
Amount for the school to return (Box O). 
Box K Box O 
> if Box Qis< zero, STOP. If greater than zero, go to Step 8 


STEP 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or unearned 
loan funds the school is not responsible for repaying. They are 
repaid to the loan holders according to the terms of the borrower’s 
promissory note. 


ee 


Box B Box P 

If Box Q is less than or equal to Box R, STOP. 

The only action a school must take is to notify the holders 
of the loans of the student’s withdrawal date. 


If Box Q is greater than Box R, proceed to Step 9. 


STEP 9: Grant Funds to be Returned 


S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


Box R 
T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


Cx, 50% | Le 
Box F 

U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 


ee ee 


Box T 
If Bay U is less than or equal to zero, STOP. If not, go to Step 


STEP 10: Return of Grant Funds by the Student 


Except as noted below, the student must retum the unearned grant funds 
for which he or she is responsible (Box U). The grant funds returned by 
the student are applied in order as indicated, up to the amount disbursed 
from that grant program minus any grant funds the school is responsible 
for returning to that program in Step 6. 
Note that the student is not responsible for returning funds 
to any program to which the student owes $50.00 or less. 
Title IV Grant Programs 


1. Pell Grant 


Amount To Return 


3. National SMART Grant 

4. FSEOG 

5. TEACH Grant 

6. Iraq and Afghanistan Service Grant 


p. 2 of 3 


Treatment Of Title 1V Funds When A Student Withdraws From A Credit-Hour Program 


POST-WITHDRAWAL DISBURSEMENT TRACKING SHEET 


Date of school's determination that student withdrew 


I. Amount of post-withdrawal Disbursement (PWD) 


Amount from “Box J” of the Treatment of Title IV Funds When a Student Withdraws worksheet Box 1 


Il. Outstanding Charges For Educationally Related Expenses Remaining On Student’s Account 


Total Outstanding Charges Scheduled to be Paid from PWD Box 2 


(Note: Prior-year charges cannot exceed $200.) 
lll. Post-withdrawal Disbursement Offered Directly to Student and/or Parent 


From the total post-withdrawal Disbursement due (Box 1), subtract the post-withdrawal Disbursement to be credited to the student’s account 
(Box 2) . This is the amount you must make to the student (grant) or offer to the student or parent (Loan) as a Direct Disbursement. 


s . |-bB . | = os  . 


Box 1 Box 2 


IV. Allocation of post-withdrawal Disbursement 


Loan Amount Loan Amount Title IV Aid Loan Amount Loan Amount Title IV Aid 
School Seeks Authorized Credited Offered Accepted Disbursed 
to Credit to Ro RCoCUnT as Direct as Direct 


Type of Aid 
Disbursement Disbursement 


ore TA a 
rcs | NA wa || NA | NA 
reaceon | NA | wa || WA | NA 
See a Ss RR ee a 
Cn 
fswedmsoweaten | | + Sid 
CG 


SrtPonrusion | | 
ee 


V. Authorizations and Notifications 


Post-withdrawal disbursement loan notification sent to student and/or parent on 


Deadline for student and/or parent to respond 
C1 Response received from student and/or parent on 1 Response not received 


11 School does not accept late response 


Vi. Date Funds Sent 
Date direct disbursement mailed or transferred Grant Loe #4 Loan 
p. 3 of 3 


You should use this form when the withdrawal date is on or after 7/1/2013. 


Treatment Of Title 1V Funds When A Student Withdraws From A Clock-Hour Program 


Student’s Name Social Security Number 


Date form / / Date of school’s determination / 
completed that student withdrew 


Period used for calculation (check one) Payment period Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


STEP 1: Student’s Title IV Aid Information 


fi F A t that Could id di 
Title IV Grant Programs Amount Disbursed isesiaae Ae E: Total Title IV Aid disbursed for the 


1. Pell Grant 


4. FSEOG 
F. Total Title lV grant Aid disbursed and that 
5. TEACH Grant could have been disbursed for the 


6. Iraq and Afghanistan Service Grant period. 


Subtotal Subtotal 


Title IV L p en ae : Net Amount that Could 
itle oan Programs let Amount Disburse: Have Been Disbursed 
9 G. Total Title IV Aid disbursed and that could 


7. Unsubsidized Direct Loan have been disbursed for the period. 
8. Subsidized Direct Loan 

9. Perkins Loan 

10. Direct Grad PLUS Loan 


Subtotal 


Withdrawal date If the amount in Box | is greater than the amount in 
Box E, go to Item J (Post-withdrawal disbursement). 


H. Determine the percentage of the period completed: } 
Divide the clock hours scheduled to have been If the amount in Box | is less than the amount in 
completed as of the withdrawal date in the period by Box E, go to Title IV aid to be returned (Item Kk). 
the total clock hours in the period. If the amounts in Box | and Box E are equal, STOP. 

No further action is necessary. 


. Post-withdrawal disbursement 
% From the Amount of Title IV aid earned by the student 
Hours scheduled Total hours in (Box |) subtract the Total Title IV Aid disbursed for the 

to complete period period (Box E). This is the amount of the post- 

> If this percentage is greater than 60%, enter 100% in withdrawal disbursement. 
Box H and proceed to Step 3. = =! J. $ 

> If this percentage is less than or equal to 60%, enter Box| Box E 
that percentage in Box H, H ° If there’s an entry for “J,” Stop here, and enter the 
and proceed to Step 3. : 2 7o amount in Box 1 on Page 3 (Post-withdrawal disburse- 

ment tracking sheet). 


STEP 3: Amount of Title IV Aid Earned by the Student K. Title IV aid to be returned 


Multiply the percentage of Title IV aid earned (Box H) by From the Total Title IV Aid disbursed for the period 

the Total Title IV Aid disbursed and that could have been (Box E) subtract the Amount of Title IV aid earned by 

disbursed for the period (Box G). the student (Box I) . This is the amount of Title IV aid 
that must be returned. 


% |X I$ — K.$ 


You should use this form when the withdrawal date is on or after 7/1/2013. p. 1 of 3 


Student’s Name 


STEP 5: Amount of Unearned Title IV Aid Due 
from the School 


L. Institutional charges 
for the period 


Tuition 
Room 
Board 
Other 
Other 
Other 


=L.$ 


Total Institutional Charges 
(Add all the charges together) 


M. Percentage of unearned Title IV aid 


% = 


Box H 
N. Amount of unearned charges 


Multiply institutional charges for the period (Box L) by the 
Percentage of unearned Title IV aid (Box M). 


Xx %|=N.$ 
Box M 
O. Amount for school to return 
Compare the amount of Title IV aid to be returned 


(Box K) to Amount of unearned charges (Box N), 
and enter the lesser amount. 


100% — M. 


Box L 


0.$ 
STEP 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 
order, up to the total net amount disbursed from each source. 


Amount for School 
to Return 


Title IV Programs 
. Unsubsidized Direct Loan 


. Direct Parent PLUS Loan 
Total loans the 
school must return ~ 
. Pell Grant 
. Academic Competitiveness Grant 
. National SMART Grant 
. FSEOG 
10. TEACH Grant 
11. Iraq and Afghanistan Service Grant 


STEP 7: Initial Amount of Unearned Title IV Aid 
Due from the Student 


From the amount of Title IV aid to be returned (Box K) subtract 
the Amount for the school to return (Box O). 


= =|Q.$ 
> 


If Box Q is s zero, STOP. If greater than zero, go to Step 8. 


You should use this form when the withdrawal date is on or after 7/1/2013. 


Treatment Of Title IV Funds When A Student Withdraws From A Clock-Hour Program 
Social Security Number 


STEP 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or 
unearned loan funds the school is not responsible for repaying. 
They are repaid to the loan holders according to the terms of 
the borrower’s promissory note. 


= ='R.$ 


Box B Box P 


> If Box Q is less than or equal to Box R, STOP. 
The only action a school must take is to notify the 
holders of the loans of the student’s withdrawal date. 


> if Box Qis greater than Box R, proceed to Step 9. 


STEP 9: Grant Funds to be Returned 


S. Initial amount of Title IV grants for student to return 


From the Initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


a =|S. ‘ 
Box Q Box R 
T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 


and that could have been disbursed for the period 
(Box F) by 50%. 


x) 50% |=IT. 


Box F 


U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 


> If Box U is less than or equal to zero, STOP. If not, go to Step 10. 


STEP 10: Return of Grant Funds by the Student 


Except as noted below, the student must return the unearned grant 
funds for which he or she is responsible (Box U). The grant funds 
returned by the student are applied in order as indicated, up to the 
amount disbursed from that grant program minus any grant funds the 
school is responsible for retuming to that program in Step 6. 


Note that the student is not responsible for returning funds 
to any program to which the student owes $50.00 or less. 
Title lV Grant Programs 

. Pell Grant 

. Academic Competitiveness Grant 

. National SMART Grant 

. FSEOG 


Amount To Return 


. Iraq and Afghanistan Service Grant 
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Treatment Of Title 1V Funds When A Student Withdraws From A Clock-Hour Program 


POST-WITHDRAWAL DISBURSEMENT TRACKING SHEET 


Date of school's determination that student withdrew 


I. Amount of post-withdrawal Disbursement (PWD) 


Amount from “Box J” of the Treatment of Title IV Funds When a Student Withdraws worksheet Box 1 


Il. Outstanding Charges For Educationally Related Expenses Remaining On Student’s Account 
Total Outstanding Charges Scheduled to be Paid from PWD Box 2 


(Note: Prior-year charges cannot exceed $200.) 


Ill. Post-withdrawal Disbursement Offered Directly to Student and/or Parent 


From the total post-withdrawal Disbursement due (Box 1), subtract the post-withdrawal Disbursement to be credited to the student’s account 
(Box 2) . This is the amount you must make to the student (grant) or offer to the student or parent (Loan) as a Direct Disbursement. 


SP 


Box 1 Box 2 


IV. Allocation of post-withdrawal Disbursement 


Loan Amount Loan Amount Loan Amount Loan Amount Title IV Aid 


z Title IV Aid s 
School Seeks Authorized Credited Offered Accepted Disbursed 


Type of Aid 


to Credit to to Credit to teen as Direct as Direct Directly to 
Account Account Disbursement Disbursement Student 


N/A 


TEACH Grant N/A N/A a N/A N/A 


Perkins Loan ae es es ee 
Subsea Drectlonn || TT 
eoce ss i a ee ee 
See aaa aa eee 


oraroerusien | | —-i| ——*i| Sid 
Totals a ee ( es 


V. Authorizations and Notifications 


Post-withdrawal disbursement loan notification sent to student and/or parent on 


Deadline for student and/or parent to respond 
C1 Response received from student and/or parent on [1] Response not received 


1 School does not accept late response 


VI. Date Funds Sent 
Date Direct Disbursement mailed or transferred Grant Loan 


You should use this form when the withdrawal date is on or after 7/1/2013. p. 3 of 3 


Information Required when Referring 
Student Overpayments to Default Resolution Group 


Student Information 


Name (Last, First, MI): Address: 
Telephone Number: 
Social Security Number: Date of Birth: 


If the overpayment includes an Academic Competitiveness, National SMART, or TEACH Grant, enter the Award Identifier (ID) used when the award 
was created in COD. 


ACG Award ID: National SMART Grant Award ID: 
TEACH Award ID: 


Parent/Spouse Information 


Name (Last, First, MI); Cs Adress: 


Telephone Number: 


School Information 


If your Pell Reporting ID is different than your Pell Attended ID, please provide both. Otherwise, just report the Pell Attended ID. 


Reporting School's Pell ID Number: Attending Schools Pell ID Number: 


If your school does not have a Pell ID, enter your OPE ID: 


Name of Contact: Telephone Number: 
Disbursements and Repayments 
ACG or lraq and 
Pell Grant National Afghanistan FSEOG ' TEACH 
SMART Grant Service Grant 
(Specify) Grant 


Award year in which overpayment was disbursed: 


Total grant disbursed: 


Dates of disbursement: a a 
(Must match NSLDS overpayment record) 


Overpayment amount owed by student * ———— SS i 
Total grant repaid by student to school, if any: ——————_| -——_—_ >. et Os 
Date of last payment to school, if any: ———_——s_ OO SS ae CUraDStC!””*~*~—‘ 


Total being referred for collection: ‘ 
If using individual or aggregate matching, report federal share only. Otherwise report total FSEOG. 


* Tf the overpayment is the result of a withdrawal, provide the date of the withdrawal 


If the overpayment is not the result of a withdrawal, please provide a brief explanation of the reason for the overpayment. 


SEND INFORMATION TO => Student Loan Processing Center-Overpayments 
P.O. Box 4157 


903-454-5398 < —FAX Greenville, Texas 75403 


Case Studies in Withdrawal ee 9 
and Return of Tithe ITV Funds 


Case Study 1: Penny Jones 


Calculating the return of Title IV funds for a student attending a two-year community college (semester) who 
is receiving Title IV grants and loans (partially disbursed), and is due a post-withdrawal disbursement. 


Case Study 2: Bob Ellison 


Calculating the return of Title IV funds when a student receiving Title IV grants and loans at a low-cost pub- 
lic community college that measures progress in credit hours withdraws,and both the school and the student 
must return grant funds. 


Case Study 3: Richard Sherman 


When a student receiving Title IV grants and loans at a school that uses the aggregate method for matching 
the school’s FSEOG federal allocation, withdraws unofficially. 


Case Study 4: Harry Springer 


When a student receiving Title IV grants and loans at a school that measures academic progress in clock hours 
and performs its Return calculations on a period of enrollment basis, withdraws unofficially. 


Case Study 5: Jordan Aire 


When a student receiving Title IV grants and loans at a school that measures academic progress in clock hours 
and performs its Return calculations on a payment period basis, withdraws unofficially. 


Case Studies 6 and 7: Thompson S. Hunter 


When a student receiving Title IV grants at a school that utilizes a term-based modular course structure, mea- 
sures academic progress in credit hours, and performs its Return calculations on a payment period 
basis, officially withdraws, returns, and withdraws again. 


Case Study 8: Eli Kraut 


When a student receiving Title IV grants at a school that utilizes a non-term modular course structure, mea- 
sures academic progress in credit hours, and performs its Return calculations on a payment period 
basis, officially withdraws. 


Case Study 9: Steve Henderson 


When a student receiving Title IV grants at a school that utilizes a non-term modular course structure, mea- 
sures academic progress in credit hours and performs its Return calculations on a payment period 

basis, officially withdraws. 
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CASE STUDY 1: PENNY JONES 


Calculating the return of Title IV funds for a student attending a two-year community college 
(semester) who is receiving Title IV grants and loans (partially disbursed), and is due a 
post-withdrawal disbursement. 


Learning Objectives 


Learn to complete Steps 1 — 4 of the Treatment of Title [V Funds when a Student Withdraws from a 
Credit-Hour Program worksheet and be able to: 


5-132 


identify the basic information needed to complete the worksheet, including the withdrawal date and 
date of the institution’s determination that the student withdrew; 


calculate the percentage of the payment period or period of enrollment the student completed; 
calculate both the percentage and the amount of Title IV aid earned by the student; 


determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; 


determine the amount to be offered to the student or returned; and 


identify the information a school must maintain in its files when a student is eligible for a post- 
withdrawal disbursement, and complete a Post-withdrawal Tracking Sheet. 


School Profile 


Everyone Should Have an Education Community College (ESECC) is a two- 
year, public, semester-based institution that measures academic progress 
in credit hours. 


Academic Year (AY)/Program 2 semesters 
32 weeks 


Period 16 weeks 
110 calendar days 


Period Start Date August 23 


Institutionally Scheduled Break None 
Required to Take Attendance No 


*The school’s AY is 32 weeks and 24 semester hours. 
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Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


Student Profile 


Penny Jones is a first-year student in Virginia. Charges to her account for the 
first semester are as follows: 


Tuition and Fees $ 1,000.00/16-week semester 
Technology Fee $ 100.00/16-week semester 
Books and Supplies $ 400.00/16-week semester 
Health Insurance $ 200.00/academic year 


Charges remaining on Penny's account after the withdrawal: 
Tuition 5 100.00 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Penny's financial aid package included the following annual awards: 


Pell Grant 

Direct Subsidized Loan 
State Grant 

College Grant 


2,000.00 
3,500.00 
500.00 
200.00 


$ 
$ 
$ 
$ 


Discussion 


On the first day of the fall semester, August 23, Penny received the following disbursements to her student 
account: 


Pell Grant $ 1,000.00 
Direct Subsidized Loan $ 0.00 
State Grant $ 500.00 
College Grant $ 100.00 


Although Penny is grateful for the assistance, she is concerned about meeting her living costs for the year. 


On October 8, Penny came to the Financial Aid Office to advise that she doesn’t think she is doing very 
well and is considering dropping out prior to November 1, the last day to withdraw from classes without 
academic penalty. To help her make a decision, she requests information on the withdrawal process. You 
are fairly certain that Penny is having a hard time adjusting to college life and want to encourage her to 
hang in until the end of the semester, December 10. After you provide her preliminary information, you 
ask her if it is her intent to withdraw. Penny says that she needs some time to think it over and makes a 
follow-up appointment for October 13. 
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When Penny comes to see you on October 13, she indicates that the last class she attended was on 
September 30. Because she doesn’t see how she can get caught up on the work she’s missed, she is adamant 
about withdrawing, so you give her instructions on completing the college’s official withdrawal process and 
advise her where she can get the appropriate forms. Penny picks up the forms from the registrar on 
October 14. She turns the completed forms in on October 15. 


Let’s review some basic information about Penny as well as our learning objectives for this case. Penny 
attended a two-year community college, which was on the semester system. Students earned academic 
credits based on credit hours taken. Before withdrawing, Penny received her Pell Grant disbursement but 


not her Direct Loan. 


The first thing we'll need to do is to decide on the date of the school’s determination that Penny withdrew. 
Then, we'll complete Step 1: Student’s Title IV Aid Information, which includes: 


¢ Title IV aid disbursed, and 
¢ Title IV aid that could have been disbursed. 


Solution 


The date of the institution’s determination is the date you were advised by Penny that she had decided to 
withdraw (October 13). On the earlier date, October 8, she was only thinking about withdrawing. 


Date of the institution’s determination that the student withdrew = October 13. 
Note that for a student who provides notification to the institution of his or her withdrawal, the date of 
determination is the student’s withdrawal date, or the date of notification of withdrawal, whichever is later 


(34 CFR 668.22(1)(3)(i)). In this case, the dates are identical, October 13. 


The withdrawal date for Title IV purposes, October 13, is described in Step 2. 


Step 1: Student’s Title IV Aid Information 


Box A. Title IV grants aid disbursed — 
Pell Grant $ 1,000.00 


A. = $ 1,000.00 


Box B. Net Title IV loans disbursed = $ 0.00 


Box C. Title IV grants that could have been disbursed = $ 0.00 
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Box D. 


Box E. 


Box F. 


Box G. 


Penny’s Direct Loan had not been disbursed yet. But, she was eligible for the disbursement. 
Net Title IV loans that could have been disbursed = $1,750.00 


D = $ 1,750.00 


Although Penny also received disbursements of state and institutional aid, only Title IV 
aid is considered in the return of funds calculation. Title IV aid disbursed = $1,000.00. 


E = $ 1,000.00 

Box F is equal to the $1,000.00 from Box A plus $0.00 from Box C. Box F = $1,000. 
F = $ 1,000.00 

Both the disbursed Pell (Box A) and undisbursed Direct Loan (Box D) are included in 
Box G. Total Title IV aid disbursed plus Title IV aid that could have been disbursed = 
$2,750. 

Pell Grant (Box A) $ 1,000.00 


Direct Subsidized Loan (Box D) $ 1,750.00 


Total Title IV aid disbursed 
plus could have been disbursed (Box G) $ 2,750.00 


G = $ 2,750.00 


Step 2: Percentage of Title lV Aid Earned 


1. Payment period start date = August 23 


2. Payment period end date = December 10 
3. Withdrawal date = October 13 


Note: 
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Since ESECC does not take attendance and is not required by an outside entity to take attendance, 
the withdrawal date is the date Penny began the official school withdrawal process. Since the school 
includes the financial aid office as one of those places where the student can begin the 
withdrawal process, Penny’s withdrawal date is October 13. 


Although the school’s refund policy is that the withdrawal date is the date a student turns in the 
signed withdrawal forms—which she did on October 15—that date is superseded for a student 
receiving Title IV aid by the federal requirement to use the date the student begins the withdrawal 
process or otherwise provides official notification (October 13). 


Although Penny stopped attending classes on September 30, she didn’t notify the school (begin the 
official withdrawal process) until October 13. When she came to see you on October 8, she was only 
thinking about withdrawing. 


Of course, the school could have documented a last date of attendance at an academically-related 
activity and used that as her withdrawal date if it so chose. 
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Box H. Percentage of payment period completed 


¢ Since the student attended a credit-hour school, the percentage of aid completed is 


calculated by dividing the number of calendar days completed by the total number of 
calendar days in the payment period. Number of calendar days completed in payment 


period = 52 (August 23 — October 13). 


¢ Because the semester does not include a scheduled break of five or more consecutive 


days, all of the calendar days in the period from August 23 to December 10 are 
counted. Number of calendar days in payment period = 110. 
Note: Days in a period are counted as follows: 


1. the first day of the payment period is the first scheduled day of 
academically related activity; 


2. the last day of the payment period is the last scheduled day of 
academically related activity; 


3. the school must count the date of withdrawal as a date of attendance. 


° 52 days +110 days = .4727, rounded to .473, or 47.3%. Percentage of payment 
period completed = 47.3%. 


Because this percentage 60% or less, the Percentage of Title IV aid earned, 


H = 47.3% 
Step 3: Amount of Title lV Aid Earned by the Student 
Box I. 47.3% (Percentage of Title IV aid earned from Box H) X $2,750.00 (Total Title IV aid 


disbursed plus Title IV aid that could have been disbursed from Box G) = $1,300.75. 
Amount of Title IV aid earned by the student (Box I) = $1,300.75. 


[= $1,300.75 


Step 4: Total Title lV Aid to Be Disbursed or Returned 


Box J. Because the total aid earned (Box I) is greater than the total aid disbursed (Box E), Penny is 


due a post-withdrawal disbursement. $1,300.75 (Box I) — $1,000.00 (Box E) = $300.75. 
post-withdrawal disbursement (Box J) = $300.75. 


Jz $300.75 


If a post-withdrawal disbursement is due the student, you stop here on the worksheet. Your next 
step is to begin compiling the information a school must maintain in its files when a student is 


eligible for a post-withdrawal disbursement (ESECC has chosen to use FSA's Post-withdrawal Track- 


ing Sheet), and providing the required notifications to the student. 


FSA HB May 2016 
5-136 


Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


THE POST-WITHDRAWAL DISBURSEMENT TRACKING SHEET 


The FAO performed the Return calculation on October 15 and determined that Penny was eligible for a post- 
withdrawal disbursement of $300.75 (Step 4, Box J). 


However, the COD system will not accept requests for other than whole dollars (no cents). So, the school 
can only request and disburse $300.00. 


Because the post-withdrawal disbursement would be composed entirely of loan funds, the school could not 
credit any funds to Penny’s account or disburse any funds to her directly without sending Penny written noti- 
fication advising her of her responsibility to repay the funds and obtaining Penny’s confirmation that she still 
wanted them. 


Therefore, on October 20, the school sent Penny a letter explaining that: 


¢ she was eligible for a post-withdrawal disbursement of Subsidized Direct Loan funds in the 
amount of $300.00; 


¢ she could accept some or all of the funds; 
¢ Penny was obligated to repay any loan funds she accepted; 


¢ if she accepted the disbursement, $100 would be credited to her account for unpaid charges and 
that Penny could not receive that $100; 


¢ if she accepted the disbursement, the school would make a direct disbursement directly to her of 
$200.00; and 


¢ she has until November 13 (24 days from the day the school mailed the letter)! to accept the 
disbursement, and that if her response was received after that date, the school did not have to 
make the disbursement. 


On November 13, the school received confirmation from Penny that she accepted all of the funds. 


On November 15, the school drew down $300.00 in Subsidized Direct Loan funds through G5, credited the 
$300.75 to Penny’s account, took $100 for unpaid charges and sent Penny a check for the credit 

balance of $200.00. (Note that the school could have drawn down the funds, credited the student’s account 
with $100.00, and sent the student the balance of $200.00, but we do not require a school to deviate from its 
normal cash management procedures and establish a different type of audit trail for post-withdrawal 
disbursements.) 


The FAO placed a record of all the aforementioned in Penny’s permanent financial aid file. 


1 The regulations now allow a school to set a deadline later than 14 days, provided the later deadline applies to both 
confirmation of loan disbursements to the student's account and direct disbursements of a post-withdrawal 
disbursement.of loan disbursements to the student's account and direct disbursements of a post-withdrawal 
disbursement. 
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Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 
Student's Nam SugalScembylumitsy 
Date form Date of school’s determination 
completed 10 / 15 / that student withdrew us hs 
Period used for calculation (check one) | Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


; Amount that Could id di 
Title IV Grant Programs pimount Bispureed Have BeenDisbursed = Lease Fy endl enebureed (ob ine 


1. Pell Grant 1,000.00 1,000.00 
2. Academic Competitiveness Grant 00.00 
3. National SMART Grant 

E.$ 


4. FSEOG 


+ 


1,000.00 


F. Total Title IV grant aid disbursed and that 
could have been disbursed for the 
period. 


A. 1,000.00 C. 00.00 ; 1,000.00 
+ 00.00 


Subtotal Subtotal 
Title IV L p ee picasa Net Amount that Could = =| F $ 1,000.00 
tle oan Frrograms et Amount Visburse: Have Been Disbursed 
9 as G. Total Title IV aid disbursed and that could 
7. Unsubsidized FFEL/Direct Stafford Loan have been disbursed for the period. 


. Iraq Afghanistan Service Grant 


> 


1,000.00 
00.00 
00.00 


11. FFEL/Direct PLUS (Parent) 1,750.00 


1s) 


D. 1,750.00 | 


Subtotal Subtotal 


Step 2: Percentage of Title IV Aid Earned Step 3: Amount of Title IV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
08 /23 / 12 / 10 / 18 A 3 / the Total Title IV aid disbursed and that could have been 


G) 
A 


2,750.00 


A school that is not required to take attendance may, for a 

student who withdraws without notification, enter 50% in rs) = 

Box H and proceed to Step 3. Or, the school may enter the | 473 |%|X 2,750.00 | =| I. $ 1,300.75 
last date of attendance at an academically related activity Box H Box G 

for the “withdrawal date,” and proceed with the calculation 


as instructed. For a student who officially withdraws, enter Step 4: Total Title IV Aid to be Disbursed or Returned 


the withdrawal date. 5 j ; 
If the amount in Box | is greater than the amount in 
H. Percentage of payment period or period of Box E, go to Item J (Post-withdrawal disbursement). 
ear olmont compiciee : : > If the amount in Box | is less than the amount in 
Divide the calendar days completed in the period by the Box E, go to Title IV aid to be returned (Item K). 
total calendar days in the period (excluding scheduled ; 
breaks of five days or more AND days that the student If the amounts in Box | and Box E are equal, STOP. 
was on an approved leave of absence). No further action is necessary. 


. Post-withdrawal disbursement 
- 110 =| 473 |%| From the Amount of Title IV aid earned by the student 
(Box I) subtract the Total Title IV aid disbursed for the 
eee Teens period (Box E). This is the amount of the post- 
withdrawal disbursement. 


» If this percentage is greater than 60%, enter 100% in 
Box H and proceed to Step 3. 1,300.75 |==|__ 1,000.00 J. $ 300.75 
: . Box | Box E 
P if this percentage is less than or equal to 60%, enter Stop here, and enter the amount in “J” in Box 1 on Page 3 


that percentage in Box H, (<) Post-withdrawal Disbursement Tracking Sheet). 
and proceed to Step 3. H.| 473% ( oe pete > 
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POST-WITHDRAWAL DISBURSEMENT TRACKING SHEET 


Student's Name | PENNY JONES Social Security Number | EXAMPLE 1 
Date of school's determination that student withdrew 10 / 13 / 


|. Amount of Post-withdrawal disbursement (PWD) 


Amount from “Box J” of the Treatment of Title IV Funds When a Student Withdraws worksheet Box 1 300.00 


Il. Outstanding Charges For Educationally Related Expenses Remaining On Student’s Account 


Total Cusivelle Charges Scheduled to be Paid from PWD Box? 100.00 


(Note: Prior-year charges cannot exceed $200.) 
Ill. Post-withdrawal Disbursement Offered Directly to Student and/or Parent 


From the total post-withdrawal disbursement due (Box 1), subtract the post-withdrawal disbursement to be credited to the student’s account 
(Box 2) . This is the amount oe must make to the student ( Ca or offer to the student or parent (Loan) as a Direct Disbursement. 


Is 300.00 1 | 100.00 00 = Box3 |$ 200.00 


Box 1 Box 2 


IV. Allocation of Post-withdrawal Disbursement 


Loan Amount Loan Amount Title IV Aid Loan Amount Loan Amount Title IV Aid 
T f Aid School Seeks Authorized Credited Offered Accepted Disbursed 
yPeckm™ to Credit to to Credit to as Direct as Direct 


to Account Disbursement Disbursement 


esa [wa [wa [ [wa [ nn 
freacnean | Wa [wa |_| NA | NA 
mantic Gon] A | NA |__| NA | NA 
Ca 
Faoescwrs | || + 


FFEL / Direct Parent Pls re ee ee 
rr a ee ee ee 


V. Authorizations and Notifications 


Post-withdrawal disbursement loan notification sent to student and/or parent on 10 / 20/ 


Deadline for student and/or parent to respond 11/13 / 
MH Response received from student and/or parent on 11 / 13/ 0 Response not received 


1 School does not accept late response 


VI. Date Funds Sent 
Date Direct Disbursement mailed or transferred Grant Loan 11/15 / 
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CASE STUDY 2: BOB ELLISON 


Calculating the return of Title IV funds when a student receiving Title IV grants and loans at a 
low-cost public community college that measures progress in credit hours withdraws and both the 


school and the student must return grant funds. 


Learning Objectives 


Learn to complete Steps 1-10 of the Treatment of Title IV Funds when a Student Withdraws from a 


Credit-Hour Program worksheet and be able to: 


¢ identify the basic information needed to complete the worksheet, including the withdrawal date and 
date of the institution’s determination that the student withdrew for a student who officially with- 


draws; 


¢ calculate the percentage of the payment period or period of enrollment the student completed; 


¢ calculate both the percentage and the amount of Title IV aid earned by the student; 


¢ determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 


that Title IV aid must be returned; 


° determine the amount to be offered to the student or returned; 


* apply the Title IV grant protection; and 


¢ apply the de minimis grant repayment provision. 


School Profile 


West Coast Community College (WCCC) is a two-year public, credit-hour 


institution. 


Academic Year/Program: 


Period: 


Period Start Date: 


Period End Date: 


Institutionally Scheduled Break: 


Taking Attendance Required: 


Method for Matching FSEOG: 


2 semesters 
32 weeks and 24 semester hours 


16 weeks 
110 calendar days 


January 8 
May 4 

Yes, 7 days 
No 


Fund-specific 


5-140 


FSA HB May 2016 


Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


Student Profile 


Bob Ellison is a first-time freshman at WCCC. Charges to his account are 
as follows: 


Tuition and Fees: 1,000.00/16 week semester 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Bob's financial aid package includes the following annual awards: 


Pell Grant $ 2,800.00 
FSEOG iS 2,400.00 


Discussion 


Bob Ellison enrolled as a first-time freshman at (WCCC) for the spring semester on January 8. On 

January 18, Bob got a call from the state treasurer informing him that the programming job he had applied 
for six months ago was his for the taking. That same day, Bob contacted the Financial Aid Office to: 

(1) advise it that he was withdrawing from WCCC, (2) begin WCCC’s formal withdrawal process 

(11 calendar days into the semester), and (3) find out what to do next. All of his financial aid for the semes- 
ter had been disbursed. 


Solution 


The date of the institution’s determination that Bob withdrew is the day he contacted the Financial Aid 
Office to advise the school that he was withdrawing from WCCC: January 18. 


Step 1: Student’s Title IV Aid Information 


Box A. Because WCCC uses the fund-specific method of matching FSEOG funds, 100% of Bob's 
FSEOG grant is used in the calculation. Title IV grant aid disbursed = $2,600.00. 


Pell Grant $ 1,400.00 
FSEOG $ 1,200.00 
A. = $ 2,600.00 


Box B. Net Title IV loans disbursed = $ 0.00. 
Box C. Grants that could have been disbursed = $ 0.00. 
Box D. Net Title IV loans that could have been disbursed = $ 0.00. 
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Box E. 


Box F. 


Box G. 


Total Title IV aid disbursed for the payment period = A + B = 2,600.00 + 0.00 
= $ 2,600.00. 


Total Title IV grant aid disbursed and could have been disbursed for the payment period 
=A+C = 2,600.00 + 0.00 = $ 2,600.00. 


Total Title IV aid disbursed and could have been disbursed for the payment period 
=A+B+C+D= 2,600.00 + 0.00 + 0.00 + 0.00 = $ 2,600.00. 


Step 2: Percentage of Title lV Aid Earned 


1. Payment period start date = January 8. 


2. Payment period end date = May 4. 
3. Date of withdrawal = January 18. 


4, Percentage of payment period completed: 


Box H. 


Number of calendar days completed = 11 calendar days. 
Number of calendar days in payment period = 110 calendar days. 
11 days + 110 days = .100. Percentage of payment period completed = 10.0%. 


Because this percentage is 60% or less, the Percentage of Title IV aid earned = 10.0%. 


Step 3: Amount of Title lV Aid Earned by Student 


Box I. 


Multiply 10.0% (Percentage of Title IV aid earned from Box H) X $2,600.00 (total Title IV 
aid disbursed plus Title IV aid that could have been disbursed from Box G) = $260.00 
Amount of Title IV aid earned by student = $260.00. 


Boxl. = $260.00 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. 


Box K. 
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Because the total Title IV aid earned (Box J) is less than the aid disbursed (Box E), 
no post-withdrawal disbursement is due, and we proceed to Box K. post-withdrawal 


disbursement = N/A. 


Because the total aid disbursed (Box E) is greater than the total aid earned (Box I), Title IV 
aid will need to be returned. 


$2,600.00 (Box E) — $260.00 (Box D) = $2,340.00. Title IV aid to be returned = $2,340.00. 
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Step 5: Amount of Unearned Title IV Aid Due from the School 
Box L. Institutional charges for the payment period or period of enrollment = $1,000.00. 
Tuition and Fees $ 1,000.00 


Box M. Subtract 10.0%, the percentage of Title IV aid earned (Box H), from 100% (100% — 10.0% = 
90.0%). Percentage of Title IV aid unearned = 90.0%. 


Box N. First, calculate the unearned institutional charges. $1,000.00 (institutional charges from 
Box L) X 90.0% (% Title IV aid unearned from Box M) = $900.00. Amount of unearned 
institutional charges = $900.00. 


Box O. Then, compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount for Box O. 


Box K = $ 2,340.00 
Box N = $ 900.00 


Amount of unearned Title IV aid due from the school = $900.00. 


Step 6: Return of Funds by the School 
Box P. The student had no loans, so the total loans the school must return = $0.00 
Box P = $ 0.00 


The student’s Pell Grant ($1,025.00) exceeds the amount the school must return ($900.00), 

so the school must return $900.00 to the Federal Pell Grant program. The school must return 
the funds as soon as possible, but no later than 45 days from the date it determined Bob 
withdrew. 


Step 7: Initial Amount of Unearned Title lV Aid Due from Student 


Box Q. Subtract the amount of Title IV aid that the school must return $900.00 (Box O) from 
the total amount of Title IV aid that is to be returned $2,340.00 (Box K). $2,340.00 — 
$900.00 = $1,440.00. Initial amount of unearned Title IV aid due from student = $1,440.00. 


Step 8: Repayment of the Student’s Loans 


Box R. The student had no loans, so the total loans the student must return = $0.00. 
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Step 9: Grant Funds to be Returned 


Box S. 


Box T. 


Box U. 


Initial amount of Title IV grants for the student to return 


Subtract the amount of loans to be repaid by the student ($0.00 from Box R) from the initial 
amount of unearned Title IV aid due from the student ($1,440.00 from Box Q) to find the 
Initial amount of Title IV grants for the student to return. $1,440.00 — $0.00 = $1,440.00. 


Amount of grant protection 

Multiply the total of Title IV grant aid that was disbursed and could have been disbursed for 
the payment period or period of enrollment ($2,600.00 from Box F) by 50%. Amount of grant 
protection = $2,600.00 X 50.0% = $1,300.00. 

Title IV grant funds for the student to return 

Subtract the protected amount of Title IV grants ($1,300.00 from Box T) from the initial 


amount of Title IV grants for student to return ($1,440.00 from Box S). Total grants 
for student to return = $1,440.00 — $1,300.00 = $140.00. 


Step 10: Return of Grant Funds by the Student 


Amount of Title IV grants for the student to return 


Subtract the amount the school had to return to the Federal Pell Grant program ($900.00) 
from the amount Federal Pell Grant disbursed to the student ($1,400.00). Remaining un- 
earned Pell Grant balance = $1,400.00 — $900.00 = $500.00. 


Since the $500 remaining in Pell funds exceeds the $140.00 for the student to return, WCCC 
informs Bob that he must repay the $140.00 and that he has 45-days to make 

repayment arrangements or his overpayment. WCCC also informs Bob that if he fails to repay 
or make arrangements to repay the overpayment, he will be referred to the Department and 
will lose eligibility for additional Title IV funds. 
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Date form 
completed 


Period used for calculation (check one) 


Date of school’s determination 01 / 18 / 
that student withdrew 


B Payment period 


[| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


Amount Disbursed 


1,400.00 


Title IV Grant Programs 
1. Pell Grant 
2. Academic Competitiveness Grant 
3. National SMART Grant 
4. FSEOG 1,200.00 


6. Iraq Afghanistan Service Grant 


Amount that Could 


FS Re RIGESS E. Total Title IV aid disbursed for the 


2,600.00 


F. Total Title IV grant aid disbursed and that 
could have been disbursed for the 
period. 


A. 2,600.00 C: 


Subtotal 


Title IV Loan Programs Net Amount Disbursed 


11. FFEL/Direct PLUS (Parent) 


B. 0.00 D. 0.00 


Subtotal 


Step 2: Percentage of Title IV Aid Earned 


Start date Scheduled end date Date of withdrawal 


A school that is not required to take attendance may, for a 
student who withdraws without notification, enter 50% in 
Box H and proceed to Step 3. Or, the school may enter the 
last date of attendance at an academically related activity 
for the “withdrawal date,” and proceed with the calculation 
as instructed. For a student who officially withdraws, enter 
the withdrawal date. 


H. Percentage of payment period or period of 
enrollment completed 
Divide the calendar days completed in the period by the 
total calendar days in the period (excluding scheduled 
breaks of five days or more AND days that the student 
was on an approved leave of absence). 


+{_wo_]=(_ 00 _F 


Completed days Total days 


> If this percentage is greater than 60%, enter 100% in 
Box H and proceed to Step 3. 


> if this percentage is less than or equal to 60%, enter 


that percentage in Box H, H.[ 10.0 [%| 


and proceed to Step 3. 


You should use this form when the withdrawal date is on or after 7/1/2010 


Subtotal 


= | F. 2,600.00 


G. Total Title IV aid disbursed and that could 
have been disbursed for the period. 


Net Amount that Could 
Have Been Disbursed 


Step 3: Amount of Title IV Aid Earned by the Student 


Multiply the percentage of Title IV aid earned (Box H) by 
the Total Title IV aid disbursed and that could have been 
disbursed for the period (Box G). 


Subtotal 


| 100 /%|X|_ 260000 = [1 $ 26000 


Box H Box G 


Step 4: Total Title lV Aid to be Disbursed or Returned 


If the amount in Box | is greater than the amount in 
Box E, go to Item J (Post-withdrawal disbursement). 


If the amount in Box | is less than the amount in 
Box E, go to Title IV aid to be returned (Box Kk). 


If the amounts in Box I and Box E are equal, STOP. 
No further action is necessary. 


J. Post-withdrawal disbursement 
From the Amount of Title IV aid earned by the student 
(Box !) subtract the Total Title IV aid disbursed for the 
period (Box E). This is the amount of the post- 
withdrawal disbursement. 
EE NA 
Box | Box E 
Stop here, and enter the amount in “J” in Box 1 on Page 3 
(Post-withdrawal Disbursement Tracking Sheet). 
Step 4 continued > 
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Student’s Name Bob Ellison Social Security Number Example 2 
Step 4: Aid to be Disbursed or Returned CONTINUED Step 7: Initial Amount of Unearned Title IV Aid Due 
id di from the Student 


From the Total Title IV aid disbursed for the period 
(Box E) subtract the amount of Title IV aid earned by From the amount of Title IV aid to be returned (Box K) subtract the 
the student (Box |). This is the amount of Title IV aid aay for the 000 | to return (Box 0). 


that must be returned. 2 | 2,340.00 | 00 | 900.00 _ | . =|Q.$ 144000 | Q. $ 1440.00 | 1,440.00 
Box K 
260000 |— 260.00 =|lK $ 2,340.00 > if Box Qis < zero, ee If greater than zero, go to Step 8 
Step 8: Repayment of the Student’s loans 


Box E Box | 


. From the Net loans disbursed to the student (Box B) subtract the 
Step 5: Amount of Unearned Title IV Aid Due from Total loans the school must return (Box P) to find the amount of 
the School Title IV loans the student is still responsible for repaying (Box R). 


L. Institutional charges Tit 1,000.00 These loans consist of loans the student has earned, or unearned 
for the period nen hee loan funds the school is not responsible for repaying. They are 
repaid to the loan holders according to the terms of the borrower’s 


ae note. 


| 00.00 | 00 | 00.00 | 00 =/R. R.$ 00.00 | R.$ 00.00 | 00 


Box B 
> /f Box Qis less oe or ee to Box R, STOP. 
The only action a school must take is to notify the holders 


Total Institutional Charges = of the loans of the student’s withdrawal date. 
(Add all the charges together) a : ; 
> If Box Qis greater than Box R, proceed to Step 9. 
M. Percentage of unearned Title IV aid 
100% — = Step 9: Grant Funds to be Returned 
S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 
N. Amount of unearned charges the student (Box Q) subtract the amount of loans to be 
Multiply institutional charges for the period (Box L) by repaid by the student (Box R) 


the percentage of unearned Title IV aid (Box M). 1 [1,440.00 | 00 [0000 00.00 _ | = as S.$ 1440.00 | 1,440.00 
Box aa) Box R 
1,000.00 |X} 90.0 %)=|N.$ 900.00 T. Amount of Title IV grant protection 


Box L Box M Multiply the total of Title IV grant aid that was disbursed 


and that could have been disbursed for the period 
O. Amount for school to return (Box F) by 50%. 


Compare the amount of Title IV aid to be returned 50% | 
(Box K) to amount of unearned charges (Box N), 2, | 2,600.00 | 00 | 2600.00 |X| 50% |= T. T.$ 1,300.00 | 1,300.00 
Box F 
O. $ 900.00 U. Title IV grant funds for student to return 
; From the Initial amount of Title IV grants for student to 
Step 6: Return of Funds by the School return (Box S) subtract the Amount of Title IV grant 
The school must return the unearned aid for which the school is aa] = T). 
responsible (Box O) by repaying funds to the following sources, in 
order, up to the total net amount disbursed from each source. 1 | 1,440.00 | 00 1, | 1,300.00 | 00 |=/U. U.S 140.00 _| 140.00 
Amount for School Box T 


Title IV Programs (le [ake If Box U is less than or equal to zero, STOP. If not, go to Step 
. Unsubsidized Direct Stafford Loan 


Box H 


Except as noted below, the student must retum the unearned grant funds 
for which he or she is responsible (Box U). The grant funds returned by 
the student are applied in order as indicated, up to the amount disbursed 

_ FFEL/Direct PLUS (Parent) from that grant program minus any grant funds the school is responsible 
for returning to that program in Step 6. 

Total loans the Note that the student is not responsible for returning funds 
school must return : to any program to which the student owes $50.00 or less. 
. Pell Grant ; Title 1V Grant Programs Amount To Return 


. Academic Competitiveness Grant 1. Pell Grant 
. National SMART Grant 2. Academic Competitiveness Grant 
. FSEOG 3. National SMART Grant 

10. TEACH Grant 4. FSEOG 


11. Iraq Afghanistan Service Grant 5. TEACH Grant 
6. Iraq Afghanistan Service Grant 
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CASE STUDY 3: RICHARD SHERMAN 


When a student receiving Title IV grants and loans at a school that uses the Aggregate method for 
matching the school’s FSEOG federal allocation withdraws unofficially. 


Learning Objectives 
Learn to complete Steps 1-9 of the Treatment of Title IV Funds when a Student Withdraws from a 


Credit-Hour Program worksheet and be able to: 


¢ identify the basic information needed to complete the worksheet, including the withdrawal date and 
date of the institution’s determination that the student withdrew for a student who withdraws unof- 
ficially; 


¢ calculate the percentage of the payment period or period of enrollment the student completed; 
¢ calculate both the percentage and the amount of Title IV aid earned by the student; 


¢ determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; 


° determine the amount to be offered to the student or returned; and 


¢ apply the Title IV grant protection. 


School Profile 
The Ultra Large State University (ULSU) is a four-year, semester-based, public 
institution that measures academic progress in credit hours and uses the Fund Specific 


method for matching the school’s FSEOG federal allocation with state grant funds. 


Academic Year/ Program 2 semesters 
30 weeks and 24 semester hours 


Period 15 weeks 
100 calendar days 


Period Start Date September 1 
Institutionally Scheduled Break None 


Required to Take Attendance No 


Method for Matching FSEOG Fund Specific 
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Student Profile 


Richard Sherman is a third-year student with a 3.5 cumulative GPA 
majoring in engineering. 


Tuition and fees $ 4,000.00/15 week semester 
Room $ 1,000.00/15 week semester 
Board $ 1,000.00/15 week semester 
Books and Supplies $ 500.00/15 week semester 
(credit voucher at school store) 

School Authorized to Credit 

Account for Other Charges: Yes (all charges) 


Richard's financial aid package included the following annual awards: 


Pell Grant $ 5,500.00 
State Grant $ 1,000.00 
FSEOG (Federal Portion) $ 4,000.00 
Net Unsubsidized Direct Loan $ 3,860.00 


All of Richard’s financial aid for the first semester (i.e., one-half of his annual 
awards) was disbursed on the first day of classes. 


Discussion 


Richard is a brilliant computer engineering major in his third year at The ULSU. Over the summer 
between his second and third year, Richard developed and submitted to Gigantic Computer Corporation 
(GCC) an idea for a new memory chip. In October, Richard got a six-figure offer of employment from 
GCC. Richard was so excited by the offer that he packed his bags and headed for Seattle without telling 


anyone at the school that he was leaving. 


Instructors at The ULSU must report a last date of attendance (LDA) whenever they submit a non-passing 
grade, and those dates appear on a report of Title IV recipients who failed to earn a passing grade in any of 
their classes that is provided by the Computer Center to the financial aid office at the end of each grading 
period. 


On December 16, after grades have been submitted for the fall semester, the Computer Center at The 
ULSU ran the program that identified Title IV recipients who failed to earn a passing grade in any of their 
classes. When the aid office received and evaluated the report for the fall semester, it found that Richard’s 
LDA was October 10. Because Richard did not provide official notification of his withdrawal, he is consid- 
ered an unofficial withdrawal. 


FSA HB May 2016 
5-148 


Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


At the beginning of the semester, the following awards were posted to Richard’s account at ULSU. 


Pell Grant $ 2,750.00 
State Grant $ 500.00 
FSEOG $ 2,000.00 
Unsubsidized Direct $ 1,930.00 


Solution 


The date of the institution’s determination that Richard withdrew is the date the aid office received and 
processed the report from the Computer Center. Date of institution’s determination that the student 
withdrew = December 16. 


Note: For a student who withdraws without providing notification from a school that is not required to 
take attendance the school must determine the withdrawal date no later than 30 days after the end 
of the earlier of (1) the payment period or the period of enrollment (as applicable), (2) the academic 
year, or (3) the student’s educational program. 


Step 1: Student’s Title IV Aid Information 
Box A. ULSU enters the following data in Step 1. 


Title IV grant aid disbursed — 


Pell Grant $ 2,750.00 
FSEOG $ 2,000.00 
A. = $ 4,750.00 


Box B. Net Title IV loans disbursed, 
Unsubsidized Direct Loan = $ 1,930.00 


Box C. Title IV grants that could have been disbursed = $ 0.00. 


Box D. Net Title IV loans that could have been disbursed = $ 0.00. 


Box E. Total Title IV aid disbursed for the payment period = A +B = 4,750.00 + 1,930.00 
= $ 6,680.00. 


Box F. Total Title IV grant aid disbursed and could have been disbursed for the payment period 
= A+C = 4,750.00 + 0.00 = $ 4,750.00. 


Box G. Total Title IV aid disbursed and could have been disbursed for the payment period 
=A+B+C+D =4,750.00 + 1,930.00 + 0.00 + 0.00 = $ 6,680.00. 
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Step 2: Percentage of Title lV Aid Earned 


Because Richard did not officially withdraw from school and The ULSU does not take attendance and is 
not required to take attendance by an outside agency (other than for a one day snapshot for state census 
purposes), the school may use either the midpoint of the payment period or the last date of Richard’s atten- 
dance in an academically related activity as the withdrawal date. The school elects to choose the midpoint 


of the period as Richard’s withdrawal date. 


1. Payment period start date = September 1 
Payment period end date = December 9 
Date of withdrawal = October 20! 


= oP 


Percentage of payment period completed 

¢ Number of calendar days completed = 50? 

¢ Number of calendar days in the payment period = 100 

° 50 days + 100 days = 0.5000. Percentage of payment period completed = 50.0% 


Box H. Because this percentage is 60% or less, the Percentage of Title IV aid earned = 50.0%. 


Step 3: Amount of Title lV Aid Earned by the Student 


Box I. 50.0% (Percentage of Title IV aid earned from Box H) X $6,680.00 (Total of the Title IV 
aid disbursed and could have been disbursed for the payment period or period of 
enrollment from Box G) = $3,340.00. Amount of Title IV aid earned by the student 
= $3,340.00. 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Box K. Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I), Title IV aid must be returned. 


$6,680.00 (Box E) — $3,340.00 (Box I) = $3,340.00. Title IV Aid to be returned = $3,340.00. 


1,2 The midpoint of the period, or 50 of 100 days. 
se | FSA HB May 2016 
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Step 5: Amount of Unearned Title lV Aid Due from the School 


Box L. 


Box M. 


Box N. 


Box O. 


Institutional charges for the payment period or period of enrollment = $6,500.00. 


Tuition and fees $ 4,000.00 
Room $ 1,000.00 
Board $ 1,000.00 
Books $ 500.00 


Subtract the percentage of Title IV earned from Box H (50.0%) from 100.0%. 100% — 
50.0% = 50.0%. Percentage of Title IV aid unearned = 50.0%. 


Calculate the amount of unearned charges. $6,500.00 (institutional charges from Box L) X 
50% (% of Title IV aid unearned from Box M) = $3,250.00. 
Amount of unearned institutional charges = $3,250.00. 


Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 3,340.00 
Box N = $ 3,250.00 


Amount of unearned Title IV aid due from the school = $3,250.00. 


STEP 6: Return of Funds by the School 


Box P. 


The only Title IV loan disbursement Richard received was an Unsubsidized Direct 
Loan disbursement of $1,930.00. Since $1,930.00 is less than the $3,250.00 (Box O) 
the school must return, the school must return the entire $1,930.00. Box P = $1,930.00. 


After the school returns $1,930.00 to the Direct Loan program, $1,320.00 remains to be 
returned by the school ($3,250 (from Box O) — $1,930 (from Box P)). Richard received 
$2,000.00 in Pell Grant funds, so the school returns the $1,320.00 to the Pell Grant Program. 


STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. 


Subtract the amount of Title IV aid the school must return ($3,250.00 from Box O) from 
the total amount of Title IV aid that is to be returned ($3,340.00 from Box K) to find the 
Initial amount of Title IV aid Due from the Student. $3,340.00 — $3,250.00 = $90.00. 


STEP 8: Repayment of the Student’s Loans 


Box R. 
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Subtract the Total Loans the school must return ($1,930.00 from Box P) from the Net 
Loans Disbursed to the Student ($1,930.00 from Box B) to find the total of the loans the 
student must repay $1,930.00 — $1,930.00 = $0.00. 


Remember, you must notify the holder of Richard’s loan that he has withdrawn from school. 
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STEP 9: Grant Funds to be Returned 


Box S. Initial amount of Title IV grants for the student to return 


Subtract the amount of loans to be repaid by the student ($0.00 from Box R) from the Initial 
Amount of Unearned aid due from the student ($90.00 from Box Q) to find the Initial amount 
of Title IV grants for the student to return. $90.00 — $0.00 = $90.00. 


Box T. Amount of grant protection 


Multiply the Total of Title IV grant aid disbursed or could have been disbursed for the pay- 
ment period or period of enrollment ($4,740.00 from Box F) by 50.0%. $4,750 X 50.0% = 
$2,375.00. 


Box U. Title lV grant funds for the student to return 


Subtract the amount of grant protection ($2,375.00 from Box T) from the initial amount of 
Title IV grants for the student to return ($90.00 from Box S) to find the Title IV grant funds 
for the student to return. $90.00 — $2375.00 = $0.00!. 


1. If this amount is less than or equal to $0.00, enter = NA, and stop here. Richard is not required to return any Title IV grant 
funds. 


ee SS SS SS ee] FSA HB May 2016 


5-152 


Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 
Student’s Name Richard Sherman Social Security Number Example 3 
Date form Date of school’s determination 


completed that student withdrew 
Period used for calculation (check one) || Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Title IV Grant Programs 
1. Pell Grant 
2. Academic Competitiveness Grant 
3. National SMART Grant 
4. FSEOG 


6. Iraq Afghanistan Service Grant 


A. 4,750.00 C. 


Subtotal 


Title IV Loan Programs Net Amount Disbursed 


7. Unsubsidized FFEL/Direct Stafford Loan 1,930.00 


11. FFEL/Direct PLUS (Parent) 


Subtotal 


Step 2: Percentage of Title IV Aid Earned 


Start date Scheduled end date Date of withdrawal 


A school that is not required to take attendance may, for a 
student who withdraws without notification, enter 50% in 
Box H and proceed to Step 3. Or, the school may enter the 
last date of attendance at an academically related activity 
for the “withdrawal date,” and proceed with the calculation 
as instructed. For a student who officially withdraws, enter 
the withdrawal date. 


H. Percentage of payment period or period of 
enrollment completed 
Divide the calendar days completed in the period by the 
total calendar days in the period (excluding scheduled 
breaks of five days or more AND days that the student 
was on an approved leave of absence). 


[50 J +{__100_]=[_300 Pl 


Completed days Total days 


> If this percentage is greater than 60%, enter 100% in 
Box H and proceed to Step 3. 


> if this percentage is less than or equal to 60%, enter 


that percentage in Box H, H.| 50.0 [%| 


and proceed to Step 3. 


You should use this form when the withdrawal date is on or after 7/1/2010 


B. 1,930.00 D. 0.00 


Amount that Could 


Bye wasn aicorreaa E. Total Title IV aid disbursed for the 


period. 


6,680.00 


F. Total Title IV grant aid disbursed and that 
could have been disbursed for the 
period. 


4,750.00 
0.00 


= |F 4,750.00 


G. Total Title IV aid disbursed and that could 
have been disbursed for the period. 


Subtotal 


Net Amount that Could 
Have Been Disbursed 


D. 
G.$ 6,680.00 


Subtotal 


Step 3: Amount of Title IV Aid Earned by the Student 


Multiply the percentage of Title IV aid earned (Box H) by 
the Total Title IV aid disbursed and that could have been 
disbursed for the period (Box G). 


|_50.0/%|x|_scsoog=[l$ 3,340.00 | 


Box H Box G 


Step 4: Total Title lV Aid to be Disbursed or Returned 


If the amount in Box | is greater than the amount in 
Box E, go to Item J (Post-withdrawal disbursement). 


> If the amount in Box | is less than the amount in 
Box E, go to Title IV aid to be returned (Item k). 


If the amounts in Box I and Box E are equal, STOP. 
No further action is necessary. 


. Post-withdrawal disbursement 
From the Amount of Title IV aid earned by the student 
(Box |) subtract the Total Title IV aid disbursed for the 
period (Box E). This is the amount of the post- 
withdrawal disbursement. 
Box | Box E 
Stop here, and enter the amount in “J” in Box 1 on Page 3 
(Post-withdrawal Disbursement Tracking Sheet). 
Step 4 continued > 
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J. $ NA 


Treatment Of Title |1V Funds When A Student Withdraws From A Credit-Hour Program 


Student’s Name Richard Sherman Social Security Number Example 3 
Step 4: Aid to be Disbursed or Returned CONTINUED Step 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the Total Title IV aid disbursed for the period 
(Box E) subtract the amount of Title IV aid earned by 
the student (Box |). This is the amount of Title IV aid 
that must be returned. 


[680.00 H[334000]=[K.$ _234000_| 


Box E Box | 


Step 5: Amount of Unearned Title lV Aid Due from 
the School 


L. Institutional charges 
for the period 


4,000.00 


Tuition 


Total Institutional Charges — L.$ 6,500.00 | 
(Add all the charges together) L $ 6,500.00 
M. Percentage of unearned Title IV aid 


100%—| soo |=[M. 500% 


Box H 


N. Amount of unearned charges 
Multiply institutional charges for the period (Box L) by 
the percentage of unearned Title IV aid (Box M). 


50.0 %|=|N.$ 3,250.00 


Box M 


| 6,500.00)X 


Box L 


O. Amount for school to return 
Compare the amount of Title IV aid to be returned 
(Box K) to amount of unearned charges (Box N), 


0.$ 3,250.00 


Step 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 


order, up to the total net amount disbursed from each source. 
Amount for School 
to Return 


1,930.00 


Title IV Programs 
. Unsubsidized FFEL/Direct Stafford Loan 


. FFEL/Direct PLUS (Parent) 
Total loans the _. 
school must return = |P. $ 
. Pell Grant 
. Academic Competitiveness Grant 
. National SMART Grant 
. FSEOG 
10. TEACH Grant 
11. Iraq Afghanistan Service Grant 


1,930.00 
1,320.00 


You should use this form when the withdrawal date is on or after 7/1/2010 


From the amount of Title IV aid to be returned (Box K) subtract the 
Ea for the | ea to return (Box O). 


| 3:340.00 | 3:250.00] = Q.$ 9000 | 90.00 


> ff Box Q is < zero, ae If greater than zero, go to Step 8 


Step 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or unearned 
loan funds the school is not responsible for repaying. They are 
repaid to the loan holders according to the terms of the borrower’s 
earesoa0 note. 


| 1,930.00}-| 1,930.00 [__1.930.00)i R.$ 00.00 | R.$ 00.00 | 


Box B 

If Box Q is less rye or te to Box R, STOP. 

The only action a school must take is to notify the holders 
of the loans of the student’s withdrawal date. 


If Box Q is greater than Box R, proceed to Step 9. 


Step 9: Grant Funds to be Returned 


S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


| 4750.00)x| 50% |=[T.$ 2375.00 


Box F 
U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
re] =e T). 


REE U 
If Box U is less than or equal to zero, STOP. If not, go to Step 


Step 10: Return of Grant Funds by the Student 


Except as noted below, the student must retum the unearned grant funds 
for which he or she is responsible (Box U). The grant funds returned by 
the student are applied in order as indicated, up to the amount disbursed 
from that grant program minus any grant funds the school is responsible 
for returning to that program in Step 6. 


Note that the student is not responsible for returning funds 
to any program to which the student owes $50.00 or less. 
Title lV Grant Programs Amount To Return 


1. Pell Grant 

2. Academic Competitiveness Grant 
3. National SMART Grant 

4. FSEOG 

5. TEACH Grant 

6. Iraq Afghanistan Service Grant 
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Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


CASE STUDY 4: HARRY SPRINGER 


When a student receiving Title IV grants and loans at a school that measures academic progress 
in clock hours and performs its Return calculations on a period of enrollment basis, withdraws 


unofficially. 


Learning Objectives 
Learn to complete Steps 1-8 of the Treatment of Title IV Funds when a Student Withdraws from a Clock- 
Hour Program worksheet, and be able to: 

¢ determine withdrawal date for student who did not provide notification of intent to withdraw at a 

school required to take attendance; 

¢ determine the scheduled clock hours; 

¢ calculate the percentage of the period of enrollment the student completed; 

¢ calculate both the percentage and the amount of Title IV aid earned by the student; 


¢ determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; and 


° determine the amount to be offered to the student or returned. 


School Profile 


Quality Tech School (QTS) is a proprietary school that measures academic 
progress in clock hours. 


Academic Year/Program/ 900 hours/30 weeks 
Period of Enrollment 


Payment Period 450 hours 


Period Start Date January 8 


Period End Date August 3 


Institutionally Scheduled Break None 
Required to Take Attendance Yes 


Period used in Return calculation Period of Enrollment 
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Student Profile 


Harry Springer enrolled at QTS for a 30-week program of study period 
consisting of 900 clock hours offered over 30 weeks. The first payment 
period is 450 clock hours. Charges to Harry’s account are as follows: 


Tuition and fees > 8,000.00/30 week program 
Room 5 non-residential program 

Board $ non-residential program 
Books and Supplies $ 500.00/program 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 
Harry's financial aid package included the following annual awards: 


Pell Grant iS 4,000.00 
Net Subsidized Direct Loan $ 3,860.00 


All of Harry’s financial aid for the first payment period (450 clock hours, i.e., 
one-half his annual awards) was disbursed on the first day of classes. 


Discussion 


On the first day of the winter period, January 8, Harry received the following disbursements to his student 
account: 


Pell Grant $ 2,000.00 
Subsidized Direct Loan $ 1,930.00 


Everything seemed to be going very well for Harry. It wasn’t until January 26 that the school discovered 
Harry hadn’t been attending classes and didn’t plan on returning. ‘The director of the program notified the 
aid office that Harry’s last day of attendance was January 17 (through which time Harry was scheduled to 
have attended 45 hours), and the aid office began the withdrawal process and required calculations. 
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Solution 


The date of the institution’s determination that Harry withdrew (January 26) is the date the aid office 
received the information from the Director of Student Services. Because QTS is required to take atten- 
dance, Harry’s withdrawal date is his last day of attendance at an academically related activity, January 17. 


At the beginning of the enrollment period, the following awards were posted to Harry’s account at QTS. 


Pell Grant $ 2,000.00 
Subsidized Direct Loan $ 1,930.00 


Step 1: Student’s Title IV Aid Information 
Box A. Title IV grant aid disbursed — 
Pell Grant $ 2,000.00 


A. = $ 2,000.00 


Box B. Net Title IV loans disbursed — 


Subsidized Direct Loan $ 1,930.00 
B. = $ 1,930.00 
Box C. Because QTS uses the period of enrollment as the basis for its Return calculation, the 


$2,000 in Pell funds Harry was scheduled to receive once he had completed the first 
450 hours of his program is included as Title IV grants that could have been disbursed. 


Cc. = $ 2,000.00 


Box D. Because QTS uses the period of enrollment as the basis for its Return calculation, the 
$1,930.00 in Subsidized Direct Loan funds Harry was scheduled to receive once he had 
completed the first 450 hours and the calendar midpoint of his program of his program is 
included as Title IV loans that could have been disbursed. 


D. = $ 1,930.00 


Box E. Total Title IV aid disbursed for the period of enrollment = A+B = 2,000.00 + 1,930.00 
= $ 3,930.00. 


Box F. Total Title IV grant aid disbursed and could have been disbursed for the period of 
enrollment = A + C = 2,000.00 + 2,000.00 = $ 4,000.00. 


Box G. Total Title IV aid disbursed and could have been disbursed for the period of enrollment 
=A+B+C+D= 2,000.00 + 1,930.00 + 2,000.00 + 1,930.00 = $ 7,860.00. 
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Step 2: Percentage of Title lV Aid Earned 


Because QTS is required to take attendance by an outside agency, the school must use the last date of 
Harry’s attendance in an academically related activity as determined from its attendance records as the 
withdrawal date. Harry’s last date of attendance was January 17. 


1. Period of enrollment start date = January 8. 


2. Period of enrollment end date = August 3. 


3. Date of withdrawal = January 17. 


Box H. 


Percentage of period completed 


Only scheduled hours are used to determine the percentage of the period completed by a 
student withdrawing from a clock-hour program. ‘The percentage of the period completed 
by a student is determined by dividing the number of hours the student was scheduled to 
complete in the payment period or period of enrollment as of the day the student withdrew, 
by the total number of clock hours in the same period. 


¢ Number of clock hours Harry was scheduled to complete by January 17 = 45. 
¢ Number of clock hours in the period of enrollment = 900. 
¢ 45 clock hours + 900 clock hours = 0.050. 

Percentage of period of enrollment completed = 5.0%. 


Because this percentage is 60% or less, the Percentage of Title IV aid earned, 
Box H = 5.0%. 


Step 3: Amount of Title IV Aid Earned by the Student 


Box I. 


5.0% (Percentage of Title IV aid earned from Box H) X $7,860.00 (Total of the Title IV 
aid disbursed and could have been disbursed for the period of enrollment from Box G) 
= $393.00. Amount of Title IV aid earned by the student = $393.00. 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. 


Box K. 
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Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I) Title IV aid must be returned. 


$3,930.00 (Box E) — $393.00 (Box I) = $3,537.00. Title IV Aid to be returned = $3,537.00. 
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Step 5: Amount of Unearned Title lV Aid Due from the School 


Box L. Institutional charges for the period of enrollment = $8,500.00. 
Tuition and fees $ 8,000.00 
Books & Supplies $ 500.00 


Box M. Subtract the percentage of Title IV earned from Box H (5.0%) from 100.0%. 100% — 
5.0% = 95.0%. Percentage of Title IV aid unearned = 95.0%. 


Box N. Calculate the amount of unearned charges. $8,500.00 (institutional charges from Box L) 
X 95% (Percentage of Title IV aid unearned from Box M) = $8,075.00. 
Amount of unearned institutional charges = $8,075.00. 


Box O. Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 3,537.00 
Box N = $ 8,075.00 


Amount of unearned Title IV aid due from the school = $3,537.00. 


STEP 6: Return of Funds by the School 


Box P. The only Title IV loan disbursement Richard received was a Subsidized Direct Loan 
disbursement of $1,930.00. Since $1,930.00 is less than the $3,537.00 (Box O) 
the Amount for school to return, the school must return the entire $1,930.00 to the 
Direct Loan Program. 


Box P = $ 1,930.00 


After the school returns $1,930.00 to the Direct Loan program, the balance to be returned 
by the school is $1,607.00 ($3,537.00 [from Box O] — $1,930.00 [from Box P]). Harry 
received $2,000.00 in Pell Grant funds, so the school returns the $1,607.00 to the 

Pell Grant Program. 


The school must return any unearned funds within 45 days from the date of the 
institution’s determination that Harry withdrew. 


STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. Subtract the amount of Title IV aid the school must return ($3,537.00 from Box O) from 
the total amount of Title IV aid that is to be returned ($3,537.00 from Box K) to find the 
Initial Amount of Title IV aid Due from the Student. $3,537.00 — $3,537.00 = $0.00. 
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STEP 8: Repayment of the Student’s Loans 


Box R. Subtract the Total Loans the school must return ($1,930.00 from Box P) from the Net 
Loans Disbursed to the Student ($1,930.00 from Box B) to find the total of the loans the 
student must repay $1,930.00 — $1,930.00 = $0.00. 


Since the amount from Box Q ($0.00) is equal to (or less than) the amount from Box R 
($0.00), the calculation ends here. 


Remember, you must notify the holder of Harry’s loan that he has withdrawn from school. 


SSS Se FSA HB May 2016 


5-160 


Treatment Of Title IV Funds When A Student Withdraws From A Clock-Hour Program 


Student’s Name Harry Springer Social Security Number Example 4 


Date form / / Date of school’s determination 1 / 26 / 


completed that student withdrew 


Period used for calculation (check one) Payment period || Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


i Ps A it that Could i i i 
Title IV Grant Programs Amount isputsed Have Geen Dienureode = Poca He Nerd depute 


1. Pell Grant 2,000.00 2,000.00 A. 2,000.00 
+ (B. 1,930.00 


eee: eee l=[E$ 393000 | 


F. Total Title lV grant aid disbursed and that 
5. TEACH Grant could have been disbursed for the 


6. Iraq Afghanistan Service Grant period. 


[| 
A. 2,000.00 C. 2,000.00 A. 2,000.00 
Subtotal Subtotal + |C. 2,000.00 


Title IV L p ea Sica Net Amount that Could — F. $ 4,000.00 
itle oan Programs et Amount Disburse Have Been Disbursed 
g G. Total Title IV aid disbursed and that could 


7. Unsubsidized FFEL/Direct Stafford Loan have been disbursed for the period. 


8. Subsidized FFEL/Direct Stafford Loan 1,930.00 
A. 2,000.00 
: B. 1,930.00 
10. FFEL/Direct PLUS (Graduate Student) 
11. FFEL/Direct PLUS (Parent) + . ee 
B. 1,930.00 D. 1,930.00 —_ G $ 7,860.00 


Subtotal Subtotal 


Withdrawal date 1 / 17 / If the amount in Box | is greater than the amount in 
Box E, go to Item J (Post-withdrawal disbursement). 


H. Determine the percentage of the period completed: ; } } 
Divide the clock hours scheduled to have been If the amount in Box | is less than the amount in 
completed as of the withdrawal date in the period by Box E, go to Title IV aid to be returned (Item Kk). 
the total clock hours in the period. If the amounts in Box | and Box E are equal, STOP. 

No further action is necessary. 


. Post-withdrawal disbursement 
5.20 % From the Amount of Title IV aid earned by the student 
Hours scheduled Total hours in (Box |) subtract the Total Title IV aid disbursed for the 
to complete period period (Box E). This is the amount of the post- 
> If this percentage is greater than 60%, enter 100% in withdrawal disbursement. 
Box H and proceed to Step 3. yal —_ J.$ NA 


P lf this percentage is less than or equal to 60%, enter Box | Box E 
that percentage in Box H, H Oo If there’s an entry for “J,” Stop here, and enter 
and proceed to Step 3. : 5.0 o the amount in Box 1 on Page 3 (Post-withdrawal 

Disbursement Tracking Sheet). 


Step 3: Amount of Title lV Aid Earned by the Student K. Title IV aid to be returned 


Multiply the percentage of Title IV aid earned (Box H) by From the Total Title IV aid disbursed for the period 

the Total Title IV aid disbursed and that could have been (Box E) subtract the Amount of Title IV aid earned by 

disbursed for the period (Box G). the student (Box I) . This is the amount of Title IV aid 
that must be returned. 


[| _5.0]%|xX| _7,860.00| =| 1.$ 3,930.00 | 393.00 |=|K.$ 3,537.00 


Box H Box G Box E Box | 
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Student's Name 


Step 5: Amount of Unearned Title lV Aid Due 
from the School 


L. Institutional charges 
for the period 


Tuition 
Room 
Board 
Other 
Other 
Other 


(Books & Supplies) 


Total Institutional Charges aa 
(Add all the charges together) =, 


M. Percentage of unearned Title IV aid 


100% — | 5.0|% |= 


Box H 
N. Amount of unearned charges 


Multiply institutional charges for the period (Box L) by the 
Percentage of unearned Title IV aid (Box M). 


8,500.00 |X| 95.0% |=|N.$ 8,075.00 


O. Amount for school to return 
Compare the amount of Title IV aid to be returned 
(Box K) to Amount of unearned charges (Box N), 
and enter the lesser amount. 


8,500.00 


M. 95.0 % 


3,537.00 


Step 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 
order, up to the total net amount disbursed from each source. 


Amount for School 
to Return 


Title IV Programs 
. Unsubsidized FFEL/Direct Stafford Loan 
. Subsidized FFEL/Direct Stafford Loan 
. Perkins Loan 
. FFEL/Direct PLUS (Graduate Student) 
. FFEL/Direct PLUS (Parent) 

Total loans the 
school must return ~ 

. Pell Grant 


11. Iraq Afghanistan Service Grant 


Step 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the amount of Title IV aid to be returned (Box K) subtract 
the Amount for the school to return (Box O). 


3,537.00/\—| 3,537.00/=|Q.$ 


Box K Box O 


0.00 


> 


If Box Q is s zero, STOP. If greater than zero, go to Step 8. 


You should use this form when the withdrawal date is on or after 7/1/2010 


Treatment Of Title IV Funds When A Student Withdraws From A Clock-Hour Program 
Social Security Number 


Step 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or 
unearned loan funds the school is not responsible for repaying. 
They are repaid to the loan holders according to the terms of 
the borrower’s promissory note. 


1,930.00 |— 1,930.00 


Box B Box P 


> If Box Q is less than or equal to Box R(GTOP) 


The only action a school must take is to notify the 
holders of the loans of the student’s withdrawal date. 


> if Box Qis greater than Box R, proceed to Step 9. 


R.$ 


0.00 


S. Initial amount of Title IV grants for student to return 
From the Initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


Ss. 


Box Q Box R 
T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


x) 50% |=I\T. 


Box F 


U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 


= U. . 


Box S Box T 
> If Box U is less than or equal to zero, STOP. If not, go to Step 10. 


Step 10: Return of Grant Funds by the Student 


Except as noted below, the student must return the unearned grant 
funds for which he or she is responsible (Box U). The grant funds 
returned by the student are applied in order as indicated, up to the 
amount disbursed from that grant program minus any grant funds the 
school is responsible for retuming to that program in Step 6. 


Note that the student is not responsible for returning funds 
to any program to which the student owes $50.00 or less. 
Title lV Grant Programs 

. Pell Grant 

. Academic Competitiveness Grant 


Amount To Return 


. Iraq Afghanistan Service Grant 
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CASE STUDY 5: JORDAN AIRE 


When a student receiving Title IV grants and loans at a school that measures academic progress 
in clock hours and performs its Return calculations on a payment period basis withdraws 


unofficially. 


Learning Objectives 
Learn to complete Steps 1-8 of the Treatment of Title IV Funds when a Student Withdraws from a Clock- 
Hour Program worksheet, and be able to: 

¢ determine withdrawal date for student who did not provide notification of intent to withdraw at a 

school required to take attendance; 

¢ determine the scheduled clock hours; 

¢ calculate the percentage of the payment period the student completed; 

¢ calculate both the percentage and the amount of Title IV aid earned by the student; 


¢ determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; and 


° determine the amount to be offered to the student or returned. 


School Profile 


Learn to Earn Technical School (LETS) is a proprietary school that measures 
academic progress in clock hours. 


Academic Year/Program/ 900 hours/30 weeks 
Period of Enrollment 


Payment Period 450 hours 
Period Start Date April 2 
Period End Date October 26 
Institutionally Scheduled Break None 


Required to Take Attendance Yes 


Period Used in Return Calculation Payment Period 
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Student Profile 


Jordan Aire enrolled at LETS for a 30-week program of study period 
consisting of 900 clock hours offered over 30 weeks. The first payment 
period is 450 clock hours. Charges to Jordan’s account are 


as follows: 
Tuition and fees $ 9,000.00/30 week program 
Room 5 non-residential program 
Board > non-residential program 
Books and Supplies 5 500.00/program 

School Authorized to Credit 

Account for Other Charges: Yes (all charges) 


Jordan's financial aid package included the following annual awards: 


Pell Grant $ 4,000.00 
Net Subsidized Direct Loan $ 3,860.00 


All of Jordan’s financial aid for the first payment period (450 clock hours, 
i.e., one-half his annual awards) was disbursed on the first day of classes. 


Discussion 
On the first day of the period, April 2, Jordan received the following disbursements to his student account: 


Pell Grant $ 2,000.00 
Subsidized Direct Loan $ 1,930.00 


On May 3, the Retention Specialist at LETS is informed by the director of Jordan’s program that since 
April 21, Jordan has not been attending classes. The Retention Specialist contacts Jordan who tells him that 
he’s been ill but plans on coming back to school during the next week. Since this falls within the time 
period for excused absences allowed by school policy, as well as absences allowed by the state and the 
school’s accrediting agency, the school delays taking any action. However, on May 11 when the Retention 
Specialist follows up with the Program Director, he finds that Jordan has not returned to school. Since 
Jordan has now exceeded the number of absences allowed by school policy, LETS must administratively 
withdraw Jordan from school. 


Note: Remember that institutions that are required to take attendance are expected to have a procedure in 
place for routinely monitoring attendance records to determine in a timely manner when a student 
withdraws. Except in unusual instances, the date of the institution’s determination that the student 
withdrew should be no later than 14 days after the student’s withdrawal date. 
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‘The institution is not required to administratively withdraw a student who has been absent for 14 
days. However, after 14 days, it is expected to have determined whether the student intends to return 
to classes or has withdrawn. Moreover, the institution must return any unearned funds within 45 
days of the date of the institution’s determination that Jordan withdrew (May 4). 


Solution 


Jordan’s withdrawal date is his last day of attendance at an academically related activity as determined from 
the school’s attendance records, April 20. 


The school must use May 4 (14 days from the student’s last day of attendance) as the date of the institu- 
tion’s determination that the student withdrew. 


At the beginning of the payment period, the following awards were posted to Jordan’s account at LETS. 


Pell Grant $ 2,000.00 
Subsidized Direct Loan $ 1,930.00 


Step 1: Student’s Title IV Aid Information 
Box A. Title IV grant aid disbursed — 
Pell Grant $ 2,000.00 


A. = $ 2,000.00 
Box B. Net Title IV loans disbursed — 

Subsidized Direct Loan = $ 1,930.00 

B. = $ 1,930.00 
Box C. Title IV grants that could have been disbursed = $ 0.00. 


Box D. Title IV loans that could have been disbursed = $ 0.00. 


Box E. Total Title IV aid disbursed for the payment period = A + B = 2,000.00 + 1,930.00 
= $ 3,930.00. 


Box F. Total Title IV grant aid disbursed and could have been disbursed for the payment period 
=A+C = 2,000.00 + 0.00 = $ 2,000.00. 


Box G. Total Title IV aid disbursed and could have been disbursed for the payment period 
=A+B+C+D= 2,000.00 + 1,930.00 + 0.00 + 0.00 = $3,930.00. 
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Step 2: Percentage of Title lV Aid Earned 


Because LETS is required to take attendance by an outside agency, the school must use the last date of 
Jordan’s attendance in an academically related activity as determined from its attendance records as the 
withdrawal date. Jordan’s last date of attendance was April 20. 


1. Payment Period start date = April 2. 
2. Payment Period end date = October 26. 
3. Date of withdrawal = April 20. 


Box H. 


Percentage of payment period completed 


Only scheduled hours are used to determine the percentage of the period completed by a 
student withdrawing from a clock-hour program. The percentage of the period completed 
by a student is determined by dividing the number of hours the student was scheduled to 
complete in the payment period or period of enrollment as of the day the student withdrew, 
by the total number of clock hours in the same period. 


¢ Number of clock hours Jordan was scheduled to complete by April 20 = 90 
¢ Number of clock hours in the payment period = 450 
¢ 90 clock hours + 450 clock hours = 0.20. 

Percentage of payment period completed = 20.0% 


Because this percentage is 60% or less, the Percentage of Title IV aid earned in 
Box H = 20.0%. 


Step 3: Amount of Title IV Aid Earned by the Student 


Box I. 


20.0% (Percentage of Title IV aid earned from Box H) X $3,930.00 (Total of the Title IV 
aid disbursed and could have been disbursed for the payment period or period of enrollment 
from Box G) = $786.00. Amount of Title IV aid earned by the student = $786.00. 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. 


Box K. 
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Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I), Title IV aid must be returned. 


$3,930.00 (Box E) — $786.00 (Box I) = $3,144.00. Title IV Aid to be Returned = $3,144.00. 
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Step 5: Amount of Title lV Aid Due from the School 


Box L. 


Box M. 


Box N. 


Box O. 


Before entering data in Step 5, Part L, of the Return calculation A school that charges by 
the period of enrollment but performs its Return calculation on a payment period basis, 
must determine whether it must enter: (a) the prorated amount of all institutional charges, 
or (b) the amount the school retained. To do this, first, the school prorates all institutional 
charges. Then, the school determines the amount actually retained. The school compares the 
two results and enters in Step 5, Part L, the greater of the two amounts. Because LETS 
provides students with their books and supplies on the first day of class and retains 100% of those 
fees in addition to the tuition charged for the first payment period, LETS must include 100% of 
the cost of those books and supplies in its institutional charges for the first payment period. 


Institutional charges for the payment period = $5,000.00. 


Tuition and fees $ 4,500.00 
Books and Supplies  $ 500.00 


Subtract the percentage of Title IV earned from Box H (20.0%) from 100.0%. 100% — 
20.0% = 80.0%. Percentage of Title IV aid unearned = 80.0%. 


Calculate the amount of unearned charges. $5,000.00 (institutional charges from Box L) X 
80% (Percentage of Title IV aid unearned from Box M) = $4,000.00. 
Amount of unearned institutional charges = $4,000.00. 


Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 3,144.00 
Box N = $ 4,000.00 


Amount of unearned Title IV aid due from the school = $3,144.00. 


STEP 6: Return of Funds by the School 


Box P. 
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Jordan received a Subsidized Direct Loan disbursement of $1,930.00. Since 
$1,930.00 is less than the $3,144.00 (Box O) the school must return, the school must 
return $1,930.00 to the lender. Box P = $1,930.00. 


After the school returns $1,930.00 to the Title IV loan programs, the balance to be 
returned by the school is $1,214.00 ($3,144.00 (from Box O) — $1,930 (from Box P)). 
Jordan received $2,000.00 in Pell Grant funds, so the school returns $1,214.00 to the 
Pell Grant Program. 


The school must return any unearned funds within 45 days from the date of the 
institution’s determination that Jordan withdrew (May 4). 
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STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. Subtract the amount of Title IV aid the school must return ($3,144.00 from Box O) from 
the total amount of Title IV aid that is to be returned ($3,144.00 from Box K) to find the 
Initial amount of Title IV aid Due from the Student. $3,144.00 — $3,144.00 = $0.00. 


STEP 8: Repayment of the Student’s Loans 


Box R. Subtract the Total Loans the school must return ($1,930.00 from Box P) from the Net 
Loans Disbursed to the Student ($1,930.00 from Box B) to find the total of the loans the 
student must repay $1,930.00 — $1,930.00 = $0.00. 


Since the amount from Box Q ($0.00) is equal to (or less than) the amount from Box R 
($0.00), the calculation ends here. 


Remember, you must notify the holder of Jordan’s loan that he has withdrawn from school. 
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Student’s Name Social Security Number Example 5 


Date form ii i Date of school’s determination 5 / 04 / 


completed that student withdrew 


Period used for calculation (check one) || Payment period Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 
Step 1: Student’s Title IV Aid Information 


: F Amount that Could id di 
Title IV Grant Programs Amount Disbursed fen Bees Rees Es her IV aid disbursed for the 


1. Pell Grant 2,000.00 A. 2,000.00 
2. Academic Competitiveness Grant ate B. 1,930.00 


3. National SMART Grant 


F. Total Title IV grant aid disbursed and that 
could have been disbursed for the 


6. Iraq Afghanistan Service Grant period. 


A. 2,000.00 C. 0.00 2,000.00 
Subtotal Subtotal + |C 0.00 


A. 
Net Amount that Could = F. $ 2,000.00 


Title I1V Loan Program Net Amount Disbursed Have Been Disbursed 
cue emo bie Neateg eee Elem | G. Total Title IV aid disbursed and that could 
7. Unsubsidized FFEL/Direct Stafford Loan have been disbursed for the period. 


8. Subsidized FFEL/Direct Stafford Loan 

| A. 2,000.00 
10. FFEL/Direct PLUS (Graduate Student) 5 l = 5 
11. FFEL/Direct PLUS (Parent) + D. 0.00 


B. 1,930.00 D. 0.00 G 3,930.00 


Subtotal Subtotal 


Step 2: Percentage of Title IV Aid Earned Step 4: Title IV Aid to be Disbursed or Returned 


Withdrawal date 4 / 20 / > /f the amount in Box | is greater than the amount in 
Box E, go to Item J (Post-withdrawal disbursement). 


H. Determine the percentage of the period completed: 
Divide the clock hours scheduled to have been > If the amount in Box | is less than the amount in 
completed as of the withdrawal date in the period by Box E, go to Title IV aid to be returned (Item k). 
the total clock hours in the period. > If the amounts in Box | and Box E are equal, STOP. 

No further action is necessary. 


J. Post-withdrawal disbursement 
[ 90 JH 450 =| 200 | % From the Amount of Title IV aid earned by the student 
nes aT ea (Box |) subtract the Total Title IV aid disbursed for the 
to complete period period (Box E). This is the amount of the post- 


> If this percentage is greater than 60%, enter 100% in withdrawal disbursement. 
Box H and proceed to Step 3. ae = J.$ NA 


> If this percentage is less than or equal to 60%, enter Box | Box E 
that t in Box H, d “ah? 
at percentage in Box H| 200 |% If there’s an entry for “J,” Stop here, and enter 


and proceed to Step 3. the amount in Box 1 on Page 3 (Post-withdrawal 
Disbursement Tracking Sheet). 


Step 3: Amount of Title lV Aid Earned by the Student K. Title IV aid to be returned 


Multiply the percentage of Title IV aid earned (Box H) by From the Total Title IV aid disbursed for the period 

the Total Title IV aid disbursed and that could have been (Box E) subtract the Amount of Title IV aid earned by 

disbursed for the period (Box G). the student (Box |) . This is the amount of Title IV aid 
that must be returned. 


| 20.01% |x] _3,930.00]=| 1.$ 786.00 3,930.00 [=| 786.00 3,144.00, 


Box H Box G Box E Box | 


You should use this form when the withdrawal date is on or after 7/1/2010 p. 1 of 3 


Student’s Name | Jordan Aire 


Step 5: Amount of Unearned Title lV Aid Due 
from the School 


L. Institutional charges 
for the period 


Tuition 
Room 
Board 
Other 
Other 
Other 


(Books & Supplies) 


Total Institutional Charges — 
(Add all the charges together) = 


M. Percentage of unearned Title IV aid 


100% —| 20.01% =| M. % 


Box H 
N. Amount of unearned charges 
Multiply institutional charges for the period (Box L) by the 
Percentage of unearned Title IV aid (Box M). 
$5,000.00 | X OL|=| N.S 


O. Amount for school to return 


Compare the amount of Title IV aid to be returned 
(Box K) to Amount of unearned charges (Box N), 
and enter the lesser amount. 


5,000.00 


4,000.00 | 


3,144 .00 | 


0.$ 
Step 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 
order, up to the total net amount disbursed from each source. 


Amount for School 
to Return 


Title IV Programs 
. Unsubsidized FFEL/Direct Stafford Loan 
. Subsidized FFEL/Direct Stafford Loan 1,930.00 
errnenrccrnersannnencrzreaunncenensvnnneresrs sos MAMMA gd gg 
. FFEL/Direct PLUS (Graduate Student) 
. FFEL/Direct PLUS (Parent) 
Total loans the _. 
school must return ~ 
. Pell Grant 
. Academic Competitiveness Grant 
. National SMART Grant 
9. FSEOG 
10. TEACH Grant 
11. Iraq Afghanistan Service Grant 


Step 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the amount of Title IV aid to be returned (Box K) subtract 
the Amount for the school to return (Box O). 


3,144.00I!—|  3,144.00/=/Q.$ 


Box K Box O 


P.$ 


1,930.00 
1,214.00 


0.00 


> 


If Box Q is s zero, STOP. If greater than zero, go to Step 8. 


You should use this form when the withdrawal date is on or after 7/1/2010 


Treatment Of Title IV Funds When A Student Withdraws From A Clock-Hour Program 
Social Security Number) Example 5 


Step 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or 
unearned loan funds the school is not responsible for repaying. 
They are repaid to the loan holders according to the terms of 
the borrower’s promissory note. 


1,930.00 |— 1,930.00) 


Box B Box P 


> If Box Q is less than or equal to Box R(GTOP) 


The only action a school must take is to notify the 
holders of the loans of the student’s withdrawal date. 


> if Box Qis greater than Box R, proceed to Step 9. 


Step 9: Grant Funds to be Returned 


S. Initial amount of Title IV grants for student to return 
From the Initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


R. $ 


0.00 


Ss. 


Box Q Box R 
T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


x) 50% |=IT. 


Box F 


U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 


= U. ‘ 
Box T 
ip If Box U is less than or equal to zero, STOP. If not, go to Step 10. 


Box S 


Step 10: Return of Grant Funds by the Student 


Except as noted below, the student must return the unearned grant 
funds for which he or she is responsible (Box U). The grant funds 
returned by the student are applied in order as indicated, up to the 
amount disbursed from that grant program minus any grant funds the 
school is responsible for returning to that program in Step 6. 


Note that the student is not responsible for returning funds 
to any program to which the student owes $50.00 or less. 


Title IV Grant Programs Amount To Return 


. Pell Grant 


. Iraq Afghanistan Service Grant 


p. 2 of 3 


Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


CASE STUDY 6: THOMPSON S. HUNTER 


When a student receiving Title IV grants at a school that utilizes a term-based modular course 


structure, measures academic progress in credit hours and performs its Return calculations on a 


payment period basis, officially withdraws. 


Learning Objectives 


Learn to complete Steps 1-10 of the Treatment of Title 1V Funds when a Student Withdraws from a 
Credit-Hour Program worksheet and be able to: 
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determine whether or not the student must be considered as withdrawn; 

determine the total number of days the student was in attendance; 

recalculate the student’s eligibility for Pell and Campus-Based funds; 

calculate the percentage of the payment period the student completed; 

calculate both the percentage and the amount of Title IV aid earned by the student; 


determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; and 


determine the amount to be offered to the student or returned. 


School Profile 
Las Vegas School of Digital Journalism (LSDJ) is a public residential 
institution that utilizes a term-based modular course structure and measures 
academic progress in credit hours. 
Academic Year/ 2 semesters/ 
Period of Enrollment 32 weeks and 24 semester hours 
Payment Period 1 semester 

117 calendar days 
Period Start Date August 22 


Period End Date December 16 


Institutionally Scheduled Break Yes 


Required to Take Attendance No 


Period used in Return calculation Payment Period 
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School Profile, continued 


Scheduled starting and ending dates for modules within the term. 
Start End 


August 22 September 16 
September 19 October 14 
October 17 November 11 
November 14 December 16 


A scheduled break begins after the last class on Friday, November 18. Classes 
resume on Monday, November 28. The scheduled break is nine days long. 


Though it is not a school that is required to take attendance, LSDJ has a school 
policy of using a student's last date of attendance at an academically related 
activity as the withdrawal date when a student withdraws from a program offered 
in modules. 


Student Profile 

Thompson Hunter is an independent, third-year student enrolled at LSDJ for 
12 credits offered in four modules. In each module, a student is enrolled in one 
course that begins and ends on a fixed date. In Thompson’s case, each course 
is worth three credits. 

Charges to Thompson's account for the payment period are as follows: 


Tuition and fees $ 1,200.00/12 credits 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Thompson's financial aid package is based on the following academic year 


(9-month budget): 


Tuition 2,400.00 
Room 2,800.00 
Board 1,600.00 
Books 800.00 
Personal Expenses 800.00 
Travel 800.00 
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Thompson's financial aid package included the following 
annual awards: 


Pell Grant $ 5,550.00 
FSEOG $ 3,650.00 


All of Thompson's financial aid for the first payment period (one-half his annual 
awards) was disbursed on the first day of classes. 


Discussion 
On the first day of the period, August 22, Thompson received the following disbursements to his student account: 


Pell Grant $ 2,775.00 
FSEOG $ 1,825.00 


On October 14, Thompson comes to see you. He tells you that his dog Gonzo has just had 10 puppies. He 
fears that if he’s not around to help her, something terrible might happen to the puppies, and he doesn’t 
want to deal with the self-loathing that would result. He feels it is best if he withdraws from the first semes- 
ter now. 


When a student withdraws from one of a series of modules in a term-based program, a school must first 
determine whether or not the student must be treated as a withdrawal. In order to do so, the school must 
answer three questions: 


1. After beginning attendance in the payment period or period of enrollment, did the student cease to 
attend or fail to begin attendance in a course he or she was scheduled to attend? 
If the answer is no, this is not a withdrawal. If the answer is yes, go to question 2. 


In Thompson's case, the answer to Question | is Yes; you go on to Question 2. 


2. When the student ceased to attend or failed to begin attendance in a course he or she was scheduled 
to attend, was the student still attending any other courses? 


If the answer is yes, this is not a withdrawal; (Note, however that other regulatory provisions 
concerning recalculation may apply.) If the answer is no, go to question 3. 


In Thompson's case, the answer to Question 2 is No; you go on to Question 3. 


3. Did the student confirm attendance in a course in a module beginning later in the period? 


If the answer is yes, this is not a withdrawal, unless the student does not return. If the answer is no, 
this is a withdrawal, and the Return of Title 1V Funds requirements apply. 


In Thompson's Case, the answer is No; you must treat Thompson as a withdrawal. 
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Therefore, though Thompson completed the first two modules in the semester, since he doesn’t intend 
on returning to a module in this semester, the revised Return regulations require that LSDJ treat him as a 
withdrawn student. 


Because Thompson failed to begin attendance in all of the classes on which his Pell Grant was based, be- 
fore performing the required Return calculation, LSDJ must recalculate Thompson’s Pell based on his 
enrollment in just the two modules he began—six credits or half time. Thompson’s scheduled annual Pell 
award as a half-time student is $2,775. His revised first semester award is $1,388.00. LSDJ must return 
$1,387.00 (the difference between Thompson’s initial Pell disbursement of $2,775.00 and his new award 
of $1,388.00), and include only his new award of $1,388.00 in the Return calculation. The school returns 
the $1,387.00 through G5 and reduces Thompson’s Pell Grant in COD to $1,388.00. 


In addition, since Thompson was receiving Campus-Based aid (FSEOG), the school has to recalculate his 
eligibility for Campus-Based funds, eliminating the costs attributable to the modules that he did not begin 
attending to see whether a reduction of the Campus-Based aid is necessary. Based on a revised COA of 
$3,600.00 for the fall semester and revised Pell Grant of $1,388.00, Thompson’s remaining first-semester 
need is $2,212.00. That is more than his FSEOG of $1,825.00. Therefore, LSDJ does not need to reduce 
Thompson’s FSEOG award before performing the Return calculation. 


LSDJ performed a return calculation using Thompson’s last day of attendance of October 14 as his with- 
drawal date (as per school policy); $1,388.00 as the amount of Pell Grant disbursed; and $1,825.00 as the 
amount of FSEOG funds disbursed. On October 24, LSDJ returned the funds for which it was responsible 
to the appropriate programs, and made the appropriate adjustments in COD. 


SSS OOOO ccc FSA HB May 2016 


5-174 


Chapter 2—Case Studies in Withdrawal and Return of Title lV Funds 


Solution 


Per school policy, Thompson’s withdrawal date is his last day of attendance at an academically 
related activity as determined from the school’s attendance records, October 14. 


At the beginning of the semester, the following awards were posted to Thompson’s account at LSDJ. 
Pell Grant $ 2,775.00 
FSEOG $ 1,825.00 


Step 1: Student’s Title IV Aid Information 


Box A. After recalculating and returning the Pell Grant funds for which Thompson 
was ineligible, the Title IV grant aid disbursed was — 


Pell Grant $ 1,388.00 
FSEOG $ 1,825.00 
A. = $ 3,213.00 


Box B. Net Title IV loans that could have been disbursed = $ 0.00. 
Box C. Title IV grants that could have been disbursed = $ 0.00. 
Box D. Title IV loans that could have been disbursed = $ 0.00. 


Box E. Total Title IV aid disbursed for the payment period = A + B = 3,213.00 + 0.00 
= $ 3,213.00. 


Box E Total Title IV grant aid disbursed and could have been disbursed for the payment period 
=A+C = 3,213.00 + 0.00 = $ 3,213.00. 


Box G. Total Title IV aid disbursed and could have been disbursed for the payment period 
=A+B+C+D= 3,213.00 + 0.00 + 0.00 + 0.00 = $3,213.00. 
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Step 2: Percentage of Title IV Aid Earned 


LSDJ has an institutional policy of using the last date of attendance in an academically related activity as 
determined from its attendance records as the withdrawal date for students who cease attendance before 
completing more than 60 percent of the payment period. Thompson’s last date of attendance was October 


14. 

1. Payment Period start date = August 22. 

2. Payment Period end date = December 16. 

3. Date of withdrawal = October 14. 

4, Percentage of payment period completed 
¢ Number of calendar days completed = 54 
¢ Number of calendar days in the payment period = 108 (117 — 9 day scheduled break) 
° 54 days + 108 days = 0.50. Percentage of payment period completed = 50.0% 


Box H. Because this percentage is 60% or less, the Percentage of Title IV aid earned = 50.0%. 


Step 3: Amount of Title IV Aid Earned by the Student 


Box I. 50.0% (Percentage of Title IV aid earned from Box H) X $3,213.00 (Total of the Title IV 
aid disbursed and could have been disbursed for the payment period or period of enroll 
ment from Box G) = $1,606.50. Amount of Title IV aid earned by the student = $1,606.50. 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Box K. Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I), Title IV aid must be returned. 


$3,213.00 (Box E) — $1,606.50 (Box I) = $1,606.50. Title IV Aid to be returned 
= $1,606.50. 
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Step 5: Amount of Title lV Aid Due from the School 


Box L. The institutional charges on Thompson's account are the charges initially assessed for the payment 
period. Note that books and supplies are not included because Thompson had an opportunity to 
purchase them elsewhere, and did. 


Tuition and fees $ 1,200.00 
Room $ 1,400.00 
Board $ 800.00 
Box L = $ 3,400.00 


Box M. Subtract the percentage of Title IV earned from Box H (50.0%) from 100.0%. 
100% — 50.0% = 50.0%. Percentage of Title IV aid unearned = 50.0%. 


Box N. Calculate the amount of unearned charges. $3,400.00 (institutional charges from Box L) X 
50.0% (% of Title IV aid unearned from Box M) = $1,700.00. 


Amount of unearned institutional charges = $1,700.00. 


Box O. Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 1,606.50 
Box N = $ 1,700.00 


Amount of unearned Title IV aid due from the school = $1,606.50. 


STEP 6: Return of Funds by the School 


Box P. Thompson received a recalculated Pell Grant disbursement of $1,388.00. Since $1,388.00 
is less than the $1,606.50 (Box O) the school must return, the school must return the 
$1,388.00 to the Pell Grant Program and an additional $218.50 (1,606.50 — 1,388.00) to 
the FSEOG program through the G5 system. The school must also reduce Thompsons Pell 
Grant in COD to $0.00. 


The school must return any unearned funds within 45 days from the date of the 
school’s determination that Thompson withdrew. 
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STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. Subtract the amount of Title IV aid the school must return ($1,606.50 from Box O) from 
the total amount of Title IV aid that is to be returned ($1,606.50 from Box K) to find the 
Initial amount of Title IV aid Due from the Student. $1,606.50 — $1,606.50 = $0.00. 


Box Q = $ 0.00 


Because Box Q is $0.00, no further calculation is needed. 
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Student’s Name Thompson Hunter Social Security Number Example 6 
Date form Date of school’s determination 10 / 17 / 
completed that student withdrew 

Period used for calculation (check one) | Payment period [ Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


: 5 Amount that Could id di 
Title IV Grant Programs Amount Disbursed ae Been See E. erates IV aid disbursed for the 


1. Pell Grant 1,388.00 A. 3,213.00 
2. Academic Competitiveness Grant + [Bo 0.00 


3. National SMART Grant vocecceseeteseeeeees E.$ 3,213.00 
4. FSEOG 1825.00 : 


a 1825.00 cc ccceccceereeee. 2 eee ae 
eee, oa... could have been disbursed for the 


6. Iraq Afghanistan Service Grant period. 


A. 3,213.00 C. 0.00 A. 3,213.00 


Subtotal Subtotal ofa C. 0.00 
Net Amount that Could oo |I7. $ 3,213.00 
Title 1V Loan Programs Net Amount Disbursed Have Been Disbursed 


G. Total Title IV aid disbursed and that could 


7. Unsubsidized FFEL/Direct Stafford Loan have been disbursed for the period. 


9, Perkins Loan a — = 
10. FFEL/Direct PLUS (Graduate Student) 


11. FFEL/Direct PLUS (Parent) 


—T oa 
G$ 321300 | 


Subtotal Subtotal 


Step 2: Percentage of Title lV Aid Earned Step 3: Amount of Title IV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
08 / 22 / 12 /i6/ 1? / Les the Total Title IV aid disbursed and that could have been 


A school that is not required to take attendance may, for a 


student who withdraws without notification, enter 50% in — | 

Box H and proceed to Step 3. Or, the school may enter the | __50.0|%| =I. $ 1,606.50 

last date of attendance at an academically related activity Box H Box G 

for the “withdrawal date,” and proceed with the calculation 

as instructed. For a student who officially withdraws, enter 

the withdrawal date. (Less 9 day scheduled break) 

H. Percentage of payment period or period of 

enrollment completed 
Divide the calendar days completed in the period by the 
total calendar days in the period (excluding scheduled 
breaks of five days or more AND days that the student 
was on an approved leave of absence). 


Completed days ee days 


Step 4: Title lV Aid to be Disbursed or Returned 


If the amount in Box | is greater than the amount in 
> Box E, go to Item J (Post-withdrawal disbursement). 


If the amount in Box | is less than the amount in 
Box E, go to Title IV aid to be returned (Box kK). 


> If the amounts in Box I and Box E are equal, STOP. 
No further action is necessary. 


J. Post-withdrawal disbursement 
From the Amount of Title IV aid earned by the student 
(Box !) subtract the Total Title IV aid disbursed for the 
period (Box E). This is the amount of the post- 
withdrawal disbursement. 


— | WS NA. 


Box | Box E 
Stop here, and enter the amount in “J” in Box 1 on Page 3 
(Post-withdrawal Disbursement Tracking Sheet). 
Step 4 continued > 


> If this percentage is greater than 60%, enter 100% in 
Box H and proceed to Step 3. 


> If this percentage is less than or equal to 60%, enter 
that percentage in Box H, 0 
and proceed to Step 3. H.| 50.0 [%| 
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Treatment Of Title 1V Funds When A Student Withdraws From A Credit-Hour Program 


Student’s Name Thompson Hunter Social Security Number Example 7 


Step 4: Aid to be Disbursed or Returned CONTINUED 


K. Title IV Aid to be returned 
From the Total Title IV aid disbursed for the period 
(Box E) subtract the amount of Title IV aid earned by 
the student (Box |). This is the amount of Title IV aid 
that must be returned. 


[321300 -| ve0ss0]=[K.S 160650 | 


Box E Box | 


Step 5: Amount of Unearned Title lV Aid Due from 
the School 


L. Institutional charges 1,200.00 
for the period 


Tuition 


Total Institutional Charges — 
(Add all the charges together) 


L.$ 3,400.00 


M. Percentage of unearned Title IV aid 


100%—| 500 %j=|M. 500% 


Box H 


N. Amount of unearned charges 
Multiply institutional charges for the period (Box L) by 
the percentage of unearned Title IV aid (Box M). 


[sacoco)x| 500 %=[N.$ 1.70000 | 


Box L Box M 
O. Amount for school to return 


Compare the amount of Title IV aid to be returned 
(Box K) to amount of unearned charges (Box N), 
and enter the lesser amount. 


Step 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 


order, up to the total net amount disbursed from each source. 
Amount for School 
to Return 


Title IV Programs 
. Unsubsidized FFEL/Direct Stafford Loan 
. Subsidized FFEL/Direct Stafford Loan 
. Perkins Loan 
. FFEL/Direct PLUS (Graduate Student) 
. FFEL/Direct PLUS (Parent) 
Total loans the _. 
school must return — |P. $ 
. Pell Grant 
7. Academic Competitiveness Grant 
8. National SMART Grant 
9. FSEOG 
10. TEACH Grant 
11. lraq Afghanistan Service Grant 


$1,388.00 


$218.50 


You should use this form when the withdrawal date is on or after 7/1/2010 


Step 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the amount of Title IV aid to be returned (Box K) subtract the 
Ex for the | ee to return (Box Bos 00 | 


[1,606.50 | K Bak 1,606.50 
If Box Qis& 


Step 8: Repayment of the Student’s [eane 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or unearned 
loan funds the school is not responsible for repaying. They are 
repaid to the loan holders according to the terms of the borrower’s 
=e note. 


ie B 

If Box Q is less ae or ee to Box R, STOP. 

The only action a school must take is to notify the holders 
of the loans of the student’s withdrawal date. 


If Box Q is greater than Box R, proceed to Step 9. 


Step 9: Grant Funds to be Returned 


S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) 


es 


Box Q Box R 
T. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


CK 50% x_ 50% |=[T.$ 
Box F 

U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 

Box S Box T 
> If Box U is less than or equal to zero, STOP. If not, go to Step 


Step 10: Return of Grant Funds by the Student 


Except as noted below, the student must return the unearned grant 
funds for which he or she is responsible (Box U). The grant funds 
returned by the student are applied in order as indicated, up to the 
amount disbursed from that grant program minus any grant funds the 
school is responsible for returning to that program in Step 6. Note that 
the student is not responsible for returning funds to any 
program to which the student owes $50.00 or less. 


Title IV Grant Programs 
1. Pell Grant 
2. Academic Competitiveness Grant 
3. National SMART Grant 
4. FSEOG 
5. TEACH Grant 
6. Iraq Afghanistan Service Grant 


Amount To Return 
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CASE STUDY 7: THE RETURN OF THOMPSON S. HUNTER 


When a student receiving Title IV grants at a school that utilizes a term-based modular course 


structure, measures academic progress in credit hours and performs its Return calculations on a 


payment period basis, officially withdraws, returns within the payment period, and withdraws again. 


Learning Objectives 


Learn to complete Steps 1-10 of the Treatment of Title IV Funds when a Student Withdraws from a 
Credit-Hour Program worksheet, and be able to: 


FSA HB May 2016 


identify the steps that must be taken when a student who withdrew from a term-based program 
offered in modules returns within the payment period; 


determine the numerator and denominator when calculating the percentage of the payment period 
completed for a student who withdraws, returns and withdraws again. 


recalculate the student’s eligibility for Pell and Campus-Based funds; 


calculate the percentage of the payment period the student completed, and the percentage and the 
amount of Title IV aid earned by the student; 


determine if the student is due a post-withdrawal disbursement (PWD) of Title IV aid or that Title 
IV aid must be returned, and if so, how much the school must return and 


determine the amount to be offered to the student or returned by him. 


School Profile 


Las Vegas School of Digital Journalism (LSDJ) is public residential 
institution that utilizes a term-based modular course structure and measures 
academic progress in credit hours. 


Academic Year/ 2 semesters/ 
Period of Enrollment 32 weeks and 24 semester hours 
Payment Period 1 semester 
117 calendar days 
Period Start Date August 22 
Period End Date December 16 
Institutionally Scheduled Break Yes 
Required to Take Attendance No 
Period used in Return calculation Payment Period 
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School Profile, continued 


Scheduled starting and ending dates for modules within the term. 
Start End 


August 22 September 16 
September 19 October 14 
October 17 November 11 
November 14 December 16 


A scheduled break begins after the last class on Friday, November 18. Classes 
resume on Monday, November 28. The scheduled break is nine days long. 


Though it is not a school that is required to take attendance, LSDJ has a school 
policy of using a student's last date of attendance at an academically related 
activity as the withdrawal date when a student withdraws from a program offered 
in modules. 


Student Profile 


Thompson Hunter is an independent third-year student enrolled at LSDJ for 
12 credits offered in four modules. In each module a student is enrolled in one 
course that begins and ends on a fixed date. In Thompson's case, each course 
is worth three credits. 


Charges to Thompson's account for the payment period are as follows: 


Tuition and fees $ 1,200.00/12 credits 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Thompson's financial aid package is based on the following academic year 
(9-month budget): 


Tuition 2,400.00 
Room 2,800.00 
Board 1,600.00 
Books 800.00 
Personal Expenses 800.00 
Travel 800.00 
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Thompson's financial aid package included the following 
annual awards: 


Pell Grant $ 5,550.00 
FSEOG $ 3,650.00 


All of Thompson's financial aid for the first payment period (one-half his annual 
awards) was disbursed on the first day of classes. 


Discussion 


On November 11, Thompson Hunter (the student from Case Study 6) walks into your office with the news that his wife 
Barbara Ann has quit her acting job in LA and moved back to Las Vegas. Longing for a normal family life, Barbara Ann 
is more than happy to care for Gonzo and the puppies. Thompson would like to re-enter the program when the fourth 
module begins on November 14. 


When Thompson returns for module four, 34 CFR 668.22(a)(2)(iii)(A) applies. That regulation provides that, if 
a student withdraws from a term-based credit-hour program offered in modules and re-enters the same program 
prior to the end of the payment period, the student is treated as if he or she did not cease attendance for purpos- 
es of determining the student’s aid awards for the period. ‘The student is considered to be in the same payment 
period he or she was in at the time of the withdrawal and retains his or her original Title IV eligibility for that 
payment period, provided the student’s enrollment status continues to support the same amount of those funds. 
To do this, the school must: 


¢ recalculate Thompson's Title IV program eligibility based upon enrollment in modules 1, 2, and 4 
and then re-disburse any Title IV, HEA program funds that had been disbursed and then returned 
under the Return of Title IV Funds provisions, adjusting, if necessary, for any change in his enroll- 
ment status; 


e disburse any Title IV, HEA program funds for which Thompson was otherwise eligible that had not yet 
been disbursed at the time he withdrew, adjusting for the change in enrollment status; and 


* cancel any Title [V overpayments assessed Thompson as a result of the prior withdrawal. 


When Thompson returns in module four, the three credits for that module are added to the six credits that Thompson 
completed previously. Nine credits at LSDJ are the minimum number required for three-quarter-time enrollment sta- 
tus. Therefore, the school must recalculate Thompson’s eligibility for Title IV assistance as a three-quarter time student. 
Thompson’s scheduled annual Pell award as a three-quarter-time student is $4,163.00, and his one-semester award is 
$2,081.50. 


After recalculating Thompson’s eligibility from full time to half time when he withdrew previously, the school returned 
$1,387.00 (the difference between Thompson’s initial Pell disbursement of $2,775.00 and his half-time 
award of $1,388.00). The school then included only his new award of $1,388.00 in the Return calcula- 
tion and returned the entire amount as a result of the calculation. The school also reduced his Pell award in 
COD to $0.00. When Thompson returns, the school must once again adjust his award in COD (this time 
to his three-quarter-time award of $2,081.50) and draw down and disburse $2,081.50 to his account. 
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In addition, the school has to recalculate Thompson’s eligibility for Campus-Based funds, adding the costs 
attributable to the additional module that he has begun attending, to see whether a modification of his 
Campus-Based aid is necessary. Based on a revised COA of $4,100.00 for the fall semester and revised Pell 
Grant of $$2,081.50, Thompson’s remaining first-semester need is $2,018.50. That is greater than his ini- 
tial FSFEOG award of $1,825.00. Therefore, since it has not already awarded the $218.50 that it returned 
previously to another eligible student, the school re-awards and disburses the $218.50 in FSEOG funds to 
Thompson. 


When the aid officer reviews the results of the previous Return calculation, he finds that Thompson had not 
been required to return any Title IV funds; therefore, there are no student overpayments to cancel. 


On the first day of module four, November 14, LSDJ made the following disbursements to his student account: 


Pell Grant $ 2,081.50 
FSEOG $ 218.50 (restoring his total to $1,825) 


After class on December 5, Thompson once again comes to see you. He says that his uncle Raoul (born in 
England under mysterious circumstances) has just discovered that he is in line to be the Duke of Marlboro. 
Raoul must go to England immediately to claim the title, and he’s willing to cover the cost of Thompson’s 
traveling with him to the investiture. Therefore, Thompson has decided to withdraw immediately. 


When a student withdraws from one of a series of modules in a term-based program, a school must first 
determine whether or not the student must be treated as a withdrawal. In order to do so, the school must 
answer three questions: 


1. After beginning attendance in the payment period or period of enrollment, did the student cease to 
attend or fail to begin attendance in a course he or she was scheduled to attend? 


If the answer is no, this is not a withdrawal. If the answer is yes, go to question 2. 


In Thompson’s case, the answer to Question 1 is Yes; you go on to Question 2. 


2. When the student ceased to attend or failed to begin attendance in a course he or she was scheduled 
to attend, was the student still attending any other courses? 


If the answer is yes, this is not a withdrawal. (Note, however that other regulatory provisions con- 
cerning recalculation may apply.) If the answer is no, go to question 3. 


In Thompson’s case, the answer to Question 2 is No; you go on to Question 3. 


3. Did the student confirm attendance in a course in a module beginning later in the period (If this 
were a non-standard term or nonterm program, this would have to be no later than 45 calendar 
days after the end of the module the student ceased attending)? 


If the answer is yes, this is not a withdrawal unless the student does not return. If the answer is no, 
this is a withdrawal, and the Return of Title 1V Funds requirements apply. 


In Thompson’s case, the answer is No; you must treat Thompson as a withdrawal. 
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Thompson began attendance in all of the classes on which his Pell Grant was based (modules 1,2, and 
4). Therefore, the school did not need to recalculate Thompson’s revised Pell Grant. In addition, since 
Thompson began attendance in all of the classes on which his Campus-Based aid (FSEOG) was based, the 
school did not have to recalculate his eligibility for Campus-Based funds. 


Solution 


Per school policy, Thompson’s withdrawal date is his last day of attendance at an academically 
related activity as determined from the school’s attendance records, December 5. 


Step 1: Student’s Title IV Aid Information 


Box A. 


Box B. 


Box C. 


Box D. 


Box E. 


Box E 


Box G. 
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Since Thompson had begun all modules (classes) on which his Pell and Campus-Based aid 


was based, the Title IV grant aid disbursed was — 


Pell Grant $ 2,081.50 
FSEOG $ 1,825.00 
A. = $ 3,906.50 


Net Title IV loans that could have been disbursed = $ 0.00. 
Title IV grants that could have been disbursed = $ 0.00. 


Title IV loans that could have been disbursed = $ 0.00. 


Total Title IV aid disbursed for the payment period = A + B = 3,906.50 + 0.00 


= $ 3,906.50. 


Total Title IV grant aid disbursed and could have been disbursed for the payment period 


=A+C = 3,906.50 + 0.00 = $ 3,906.50. 


Total Title IV aid disbursed and could have been disbursed for the payment period 


=A+B+C+D= 3,906.50 + 0.00 + 0.00 + 0.00 = $3,906.50 
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Step 2: Percentage of Title lV Aid Earned 


Though it is not a school that is required to take attendance, LSDJ has a school policy of using a student’s 
last date of attendance at an academically related activity as the withdrawal date when a student withdraws 
from a program offered in modules. 


The total number of days in the payment period is the original 108 days. While the student did not begin 

module three, since module three was included in the original payment period or period of enrollment and 
used to determine the amount of Title IV, HEA funds eligibility, the days from module three are included 
in the denominator. 


The total number of completed calendar days in the period reflects the completed days in modules one, 
two, and four. From the previous Return calculation, we know that Thompson completed 54 days in mod- 
ules one and two. He completed 13 days in module 4 (22 days less the 9-day scheduled break). The total 
number of days completed (the days completed in modules one, two, and four) are the sum of the days 
completed during each period or 67 days (54 + 13). 
1. Payment Period start date = August 22. 
2. Payment Period end date = December 16. 
3. Date of withdrawal = December 5. 
4, Percentage of payment period completed 
¢ Number of calendar days completed in modules one, two, and four = 67 
¢ Number of calendar days in the payment period = 108 (117 — 9 day scheduled break) 
° 67 days + 108 days = 0.62. Percentage of payment period completed = 62.0% 
Box H. Because this percentage is greater than 60%, the Percentage of Title IV aid earned = 100.0%. 
Note that although no return is required, the school must complete Step 3 in order to deter- 


mine whether 100% of his aid has been disbursed or Thompson was due a post-withdrawal 
disbursement. 


Percentage of Title IV aid earned = 100.00% 


Step 3: Amount of Title lV Aid Earned by the Student 


Box I. 100.0% (Percentage of Title IV aid earned from Box H) X $3,843.50. (Total of the Title IV 
aid disbursed and could have been disbursed for the payment period or period of enroll- 
ment from Box G) = $3,843.50. 


Amount of Title IV aid earned by the student = $3,843.50. 


Box J. When we subtract the amount of Title IV aid disbursed, $3,843.50 (Box E) from the 
amount of Title IV earned, $3,843.50 (Box J), the aid officer found that the answer is 
$0.00. Therefore, Thompson has received all the Title IV aid to which he was entitled and 


is not due a post-withdrawal disbursement. 


No further action is necessary. 


FSA HB May 2016 
5-186 


Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 


Student’s Name Thompson Hunter Social Security Number Example 7 
Date form Date of school’s determination 12 / 05 / 
completed that student withdrew 


Period used for calculation (check one) | Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


: ; A t that Could id di 
Title IV Grant Programs Amount Disbursed Pe 5 Sane E. Total Title lV aid disbursed for the 


period. 


1. Pell Grant 2,081.50 A. 3,906.50 
2. Academic Competitiveness Grant + B. 0.00 


ors! Sa Cvs ee E.$ 3,906.50 
4. FSEOG 1825.00 : 


F. Total Title lV grant aid disbursed and that 
could have been disbursed for the 
period. 


A. 3,906.50 C. 0.00 A. 3,906.50 
Subtotal Subtotal + |C. 0.00 


Net Amount that Could — F. $ 3,906.50 


Title IV Loan Programs Net Amount Disbursed Have Been Disbursed 
7. Unsubsidized FFEL/Direct Stafford Loan 


G. Total Title IV aid disbursed and that could 
have been disbursed for the period. 


A. 3,906.50 
B. 0.00 
Cc 0.00 


11. FFEL/Direct PLUS (Parent) a D. 0.00 
B. 0.00 D. 0.00 G.$ 3,906.50 


Subtotal Subtotal 


Step 2: Percentage of Title IV Aid Earned Step 3: Amount of Title IV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
08 / 22 / 12 /i6/ ie [5] the Total Title IV aid disbursed and that could have been 


A school that is not required to take attendance may, for a 


student who withdraws without notification, enter 50% in a 

Box H and proceed to Step 3. Or, the school may enter the na 
last date of attendance at an academically related activity Box H Box G 

for the “withdrawal date,” and proceed with the calculation 
as instructed. For a student who officially withdraws, enter 
the withdrawal date. (Less 9 day scheduled break) 


H. Percentage of payment period or period of 
enrollment completed 
Divide the calendar days completed in the period by the 
total calendar days in the period (excluding scheduled 
breaks of five days or more AND days that the student 
was on an approved leave of absence). 


[ioe J={_ 220 


Completed days Total days 


Step 4: Title IV Aid to be Disbursed or Returned 


If the amount in Box | is greater than the amount in 
> Box E, go to Item J (Post-withdrawal disbursement). 


If the amount in Box | is less than the amount in 
Box E, go to Title IV aid to be returned (Item kK). 


If the amounts in Box | and Box E are equal,6TOP) 
No further action is necessary. 


. Post-withdrawal disbursement 

From the Amount of Title IV aid earned by the student 
(Box |) subtract the Total Title IV aid disbursed for the 
period (Box E). This is the amount of the post- 
withdrawal disbursement. 


3,906.50 |—| 3,906.50 J. $ 0.00 


Box | Box E 
Stop here, and enter the amount in “J” in Box 1 on Page 3 
(Post-withdrawal Disbursement Tracking Sheet). 
Step 4 continued » 


¢c V VW 


> If this percentage is greater than 60%, enter 100% in 
Box H and proceed to Step 3. 


> If this percentage is less than or equal to 60%, enter 
that percentage in Box H, oO 
and proceed to Step 3. 'H. | 100.0 
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CASE STUDY 8: ELI KRAUT 


When a student receiving Title IV grants and loans at a school that utilizes a non-term modular 
course structure, measures academic progress in credit hours and performs its Return calculations on a 


payment period basis officially withdraws and is not scheduled to return within 45 days. 
Learning Objectives 


Learn to complete Steps 1-10 of the Treatment of Title IV Funds when a Student Withdraws from a 
Credit-Hour Program worksheet, and be able to: 


° determine whether or not a student must be considered a withdrawal; 

° determine if it is necessary to, and if so, recalculate the student’s eligibility for Pell and Campus- 
Based funds; 

¢ determine the total number of days the student was in attendance, and the numerator and 


denominator when calculating the percentage of the payment period completed; 


¢ calculate the percentage of the payment period the student completed, and both the percentage and 
the amount of Title IV aid earned by the student; 


e determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; and 


° determine the amount to be offered to the student or returned. 


School Profile 


The Giant School of Sports Medicine (GSSM) is private, for profit institution that utilizes a 
non-term modular course structure and measures academic progress in credit hours. 


Academic Year/ 24 credits/ 

Period of Enrollment 32 weeks 

Payment Period 12 credit hours 
4 modules (each of 4 weeks duration) 
16 weeks 

Period Start Date August 1 

Period End Date November 18 

Institutionally Scheduled Break No 

Required to Take Attendance No 

Period Used in Return Calculation Payment Period 
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School Profile, continued 
Scheduled starting and ending dates for modules within the payment period. 
Start End 
August 1 August 26 
August 29 September 23 


September 26 October 21 
October 24 November 18 


Student Profile 


Eli Kraut is a dependent, fourth-year student enrolled at GSSM for 

12 credits offered in four modules. In each four week module, a student 
enrolls in one course that begins and ends on a fixed date. In Eli’s case, each 
course is worth three credits. 


Charges to Eli's account for the payment period are as follows: 
Tuition and fees $ 3,200.00/12 credits 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Eli's financial aid package is based on the following nine month academic year 
cost of attendance (COA). 


Tuition 6,400.00 
Room 3,200.00 
Board 3,200.00 
Books 1,600.00 
Personal Expenses 3,200.00 
Travel 800.00 


18,400.00 
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Eli's financial aid package included the following annual awards: 


Pell Grant $ 5,550.00 
FSEOG $ 4,000.00 
Subsidized Direct Loan $ 5,500.00 
Federal Work Study (FWS) S 3,350.00 


Except for his FWS award, all of Eli’s financial aid for the first payment 
period (one-half his annual awards) was disbursed on the first day of 
classes. 


Discussion 


On the first day of the period, August 1, Eli received the following disbursements to his student account: 


Pell Grant $ 2,775.00 
FSEOG $ 2,000.00 
Subsidized Direct Loan $ 2,750.00 


On August 25, Eli comes to see you. He tells you that his twin brother, Jake, has just won an all-expenses 
paid Mediterranean cruise for two and has invited Eli (the lucky dog) to accompany him on the cruise. Eli 
has decided not to miss this chance of a lifetime. He intends to drop modules two and three, and return for 
the fourth module on October 24. On August 26, Eli completes module one and withdraws. 


When a student withdraws from one of a series of modules in a non-term-based program, a school must 
first determine whether or not the student must be treated as a withdrawal. In order to do so, the school 
must answer three questions: 


1. After beginning attendance in the payment period or period of enrollment, did the student cease to 
attend or fail to begin attendance in a course he or she was scheduled to attend? 
If the answer is no, this is not a withdrawal. If the answer is yes, go to question 2. 


In Eli’s case, the answer to Question 1 is Yes; you go on to Question 2. 


2. When the student ceased to attend or failed to begin attendance in a course he or she was scheduled 
to attend, was the student still attending any other courses? 


If the answer is yes, this is not a withdrawal. (Note, however that other regulatory provisions con- 
cerning recalculation may apply. If the answer is no, go to question 3. 


In Eli’s case, the answer to Question 2 is No; you go on to Question 3. 


3. Did the student confirm attendance in a course in a module beginning later in the period? For non- 
term and nonstandard term programs, this must be no later than 45 calendar days after the end of 
the module the student ceased attending. 
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If the answer is yes, this is not a withdrawal unless the student does not return. If the answer is no, 
this is a withdrawal, and the Return of Title IV Funds requirements apply. 


Note: CFR 34 668.22(a)(2)(i)(C) provides that a student in a non-term or nonstandard 
term program is considered to have withdrawn for Title IV purposes if the student is 

not scheduled to begin another course within a payment period or period of enrollment 
for more than 45 calendar days, unless the student is on an approved leave of absence. 

34 CFR 668.22(a)(2)(ii)(A)(2) provides that, for a non-term or nonstandard-term program, 
an institution must treat as a withdrawal a student who ceases attendance in a module, 
nonwithstanding a student’s confirmation of attendance in a future module in the payment 
period or period of enrollment if that module does not begin within 45 days of the end of 
the module the student ceased attending. (For additional information see Withdrawals from 
programs offered in modules in Chapter 2.) 


The module in which Eli will be returning (module 4) does not start until October 24. That is 59 
days from August 26, the end of the first module. Therefore, you must treat Eli as a withdrawal. 


Because Eli failed to begin attendance in all of the classes on which his Title IV aid was based, before 
performing the required Return calculation GSSM must recalculate Eli’s eligibility for Title IV funds based 
on his enrollment in just the one module he began—three credits, or less than half time. 


Note: Pell Grant awards for students in clock-hour programs and programs without terms are always based 
on the Payment Schedule for Determining Full-Time Awards. Therefore a school does not have to recalculate 
a Pell Grant when a student attending a non-term program or clock-hour program withdraws. 


The school does have to recalculate Eli’s eligibility for Campus-Based aid (FSEOG and FWS), eliminat- 
ing the costs attributable to the modules that he did not begin attending, to see whether a reduction of the 
Campus-Based aid was necessary. After eliminating the expenses associated with the period of non-atten- 
dance, the school determined that the COA (for Campus-Based purposes) associated with Eli’s enrollment 
in the one module was $2,600.00. The loan funds that Eli had already received (and for which his eligibil- 
ity does not have to be recalculated —$2,750.00) plus his Pell Grant ($2,775.00), plus the $500.00 in FWS 
Eli has earned to date equal $6,025.00. Since $$6,025.00 exceeds Eli’s revised COA of $2,500.00, the aid 
officer determined that Eli was not eligible for any FSEOG funds, so the school had to reduce Eli’s FSEOG 
award to $0.00 and either award the $2,000.00 in FSEOG funds to another eligible student or return them 
to ED. Note that Pell Grants and earned FWS funds are never reduced to address an overpayment. 


Note: Any time a student enrolled in a clock-hour or non-term program changes his or her enrollment 
status, the school must recalculate the student’s COA to determine if the student's eligibility for Campus- 
Based funds has changed. ‘The school may not include in the COA costs associated with any classes the 
student failed to begin. Moreover, when a student enrolled in a clock-hour or non-term program withdraws, 
a school that calculates Returns on a period of enrollment basis may not include costs associated with 
any future payment period for which the student has not confirmed attendance at the time of with- 
rawal and that does not start within 45 days in the student’s COA. 


GSSM performed a return calculation using Eli’s last day of attendance of August 26 as his withdrawal 
date; $2,775.00 as the amount of Pell Grant disbursed; $0.00 as the amount of FSEOG funds disbursed; 
and $2,750.00 as the amount of Subsidized Direct Loan funds disbursed. On September 4, GSSM 


returned the funds for which it was responsible to the appropriate programs. 
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Solution 


Eli’s withdrawal date is his last day of attendance at an academically related activity as determined from the 
school’s attendance records, August 26. 


At the beginning of the payment period, the following awards were posted to Eli’s account at GSSM. 


Pell Grant $ 2,775.00 
FSEOG $ 2,000.00 
Subsidized Direct Loan $ 2,750.00 


Step 1: Student’s Title IV Aid Information 


Box A. 


Box B. 


Box C. 


Box D. 


Box E. 


Box F. 


Box G. 


After recalculation, the Title IV grant aid disbursed was — 


Pell Grant $ 2,775.00 
FSEOG $ 0.00 
A. = $ 2,775.00 


Net Title IV loans disbursed 
Subsidized Direct Loan $ 2,750.00 


B. = $ 2,750.00 


Title IV grants that could have been disbursed = $ 0.00. 


Title IV loans that could have been disbursed = $ 0.00. 


Total Title IV aid disbursed for the payment period = A + B = 2,775.00 + 2,750.00 
= $ 5,525.00. 


Total Title IV grant aid disbursed and could have been disbursed for the payment period 
=A+C = 2,775.00 + 0.00 = $ 2,775.00. 


Total Title IV aid disbursed and could have been disbursed for the payment period 
=A+B+C+D= 2,775.00 + 2,750.00 + 0.00 + 0.00 = $5,525.00. 
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Step 2: Percentage of Title lV Aid Earned 
For Title IV purposes, Eli’s withdrawal date is August 26, the day he dropped modules two and three 
and notified the school that he would not be returning until the start of module four. Note that because 
Eli didn’t drop modules two and three before withdrawing, the days in those modules are included in the 
number of days in the payment period. 
1. Payment Period start date = August 1. 
2. Payment Period end date = November 18. 
3. Date of withdrawal = August 26. 
4, Percentage of payment period completed 
¢ Number of calendar days completed = 26 
¢ Number of calendar days in the payment period = 110 
° 26 days + 110 days = 0.2363. Percentage of payment period completed = 23.6% 


Box H. Because this percentage is 60% or less, the Percentage of Title IV aid earned = 23.6%. 


Step 3: Amount of Title lV Aid Earned by the Student 


Box I. 23.6% (Percentage of Title IV aid earned from Box H) X $5,525.00 (Total of the Title 1V 
aid disbursed and could have been disbursed for the payment period or period of enrollment 
from Box G) = $1,303.90. Amount of Title IV aid earned by the student = $1,303.90. 


= $ 1,303.90 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Box K. Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I) Title IV aid must be returned. 


$5,525.00 (Box E) — $1,303.90 (Box I) = $4,221.10. Title IV Aid to be returned = $4,221.10. 


K. = $ 4,221.10 
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Step 5: Amount of Title lV Aid Due from the School 


Box L. The institutional charges on Elis account are the charges initially assessed for the payment 
period. Note that books and supplies are not included because Eli had an opportunity to 
purchase them elsewhere, and did. 


Tuition and fees $ 3,200.00 
Room $ 1,600.00 
Board $ 1,600.00 
Box L = $ 6,400.00 


Box M. Subtract the percentage of Title IV earned from Box H (23.6%) from 100.0%. 
100% — 23.6% = 76.4%. Percentage of Title IV aid unearned = 76.4%. 


M = 76.4% 


Box N. Calculate the amount of unearned charges. $6,400.00 (institutional charges from Box L) 
X 76.4% (% of Title IV aid unearned from Box M) = $4,889.60. Amount of unearned 
institutional charges = $4,889.60. 


N = $ 4,889.60 


Box O. Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 4,221.10 
Box N = $ 4,889.60 


Amount of unearned Title IV aid due from the school = $4,221.10. 


STEP 6: Return of Funds by the School 


Box P. The amount of unearned Title IV aid due from the school is $4,221.10 (Box O), and 
Title IV loans are returned before Title IV grants. Since Eli received a Subsidized Direct 
Loan of $2,750.00, the school returns the entire $2,750.00 to the Direct Loan Program. 


The school also returns $1,471.10 (4,221.10 (0) — $2,750.00 (P)) to the Pell Grant Program. 


The school must return any unearned funds within 45 days from the date of the 
institution's determination that Eli withdrew. 
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STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. 
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Subtract the amount of Title IV aid the school must return ($4,221.10 from Box O) from 
the total amount of Title IV aid that is to be returned ($4,221.10 from Box K) to find the 
Initial amount of Title IV aid Due from the Student. $4,221.10 — $4,221.10 = $0.00. 


Box Q = $ 0.00 


‘There is no unearned aid due from the student, so the Return calculation ends here. The only further 
action the school must take is to notify the loan holder that the student has ceased attendance. 
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Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 
Student’s Name Eli Kraut Social Security Number Example 8 
completed / / that student withdrew 08 / 26 / 

Period used for calculation (check one) | Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


STEP 1: Student’s Title IV Aid Information 


: Amount that Could id di 
Title IV Grant Prog rams Amel DSSS. Have Bsn Disbursad E ie ia is oca oaue 


1. Pell Grant 2,/75.00 
2. Academic Competitiveness Grant + 
3. National SMART Grant E. $ 5,525.00 
4. FSEOG 
F. Total Title lV grant aid disbursed and that 


could have been disbursed for the 
period. 


A. 2,775.00 Cc. 0.00 A. 2,/75.00 


Subtotal Subtotal + |C. 0.00 
Title IV L p ee ty a Net Amount that Could = F. $ 2,775.00 
n Pr ram let Amount Disburse H Bi Disb d 
es na ates see a G. Total Title IV aid disbursed and that could 
7. Unsubsidized FFEL/Direct Stafford Loan have been disbursed for the period. 
2,750.00 


6. Iraq Afghanistan Service Grant 


11. FFEL/Direct PLUS (Parent) 


IG.$ 5525.00 | 


Subtotal Subtotal 


STEP 2: Percentage of Title IV Aid Earned STEP 3: Amount of Title lV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
o8/ 01 / u /is/ 08 /26 the Total Title IV aid disbursed and that could have been 


A school that is not required to take attendance may, for a 

student who withdraws without notification, enter 50% in ° 
Box H and proceed to Step 3. Or, the school may enter the 23.6 Yo X 5,925.00 l. $ 1,303.90 
last date of attendance at an academically related activity Box H Box G 


for the “withdrawal date,” and proceed with the calculation 
as instructed. For a student who officially withdraws, enter 


the withdrawal date. : ' E 

If the amount in Box | is greater than the amount in 

H. Percentage of payment period or period of Box E, go to Item J (Post-withdrawal disbursement). 
enrolment completed If the amount in Box | is less than the amount in 
Divide the calendar days completed in the period by the Box E, go to Title IV aid to be returned (Item K). 


total calendar days in the period (excluding scheduled i 
breaks of five days or more AND days that the student If the amounts in Box | and Box E are equal, STOP. 


was on an approved leave of absence). No further action is necessary. 
. Post-withdrawal disbursement 
= =| 236 (© From the Amount of Title IV aid earned by the student 
(Box |) subtract the Total Title IV aid disbursed for the 
Completed oy Totakdaye period (Box E). This is the amount of the post- 
withdrawal disbursement. 
> If this percentage is greater than 60%, enter 100% in j 
Box H and proceed to Step 3. ee ee J.§ NA 
3 : Box | Box E 

> if this percentage is less than or equal to 60%, enter Stop here, and enter the amount in “J” in Box 1 on Page 3 


that percentage in Box H, (<) Post-withdrawal disbursement tracking sheet). 
and proceed to Step 3. H.| 23.6 [%| ( i eu 4 continued > 


You should use this form when the withdrawal date is on or after 7/1/2010 p. 1 of 3 


Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 


Student’s Name Eli Kraut Social Security Number Example 8 


Step 4: Aid to be Disbursed or Returned CONTINUED 


From the Total Title IV aid disbursed for the period 
(Box E) subtract the amount of Title IV aid earned by 
the student (Box I). This is the amount of Title IV aid 
that must be returned. 


[532500 -[130350]=|K'S 422110 | 


Box E Box | 


Step 5: Amount of Unearned Title IV Aid Due from 
the School 


L. Institutional charges 3,200.00 
for the period 


Tuition 


Total Institutional Charges — 
(Add all the charges together) 


L.$ 6,400.00 


M. Percentage of unearned Title IV aid 


100%—| 236 %|=|M. 764% 


Box H 


N. Amount of unearned charges 
Multiply institutional charges for the period (Box L) by 
the percentage of unearned Title IV aid (Box M). 


[ saoooo)x[ 764 9 =[NS 400960 | 


Box L Box M 


O. Amount for school to return 
Compare the amount of Title IV aid to be returned 
(Box K) to amount of unearned charges (Box N). 


Step 6: Return of Funds by the School 


The school must return the unearned aid for which the school is 
responsible (Box O) by repaying funds to the following sources, in 


order, up to the total net amount disbursed from each source. 
Amount for School 
to Return 


Title IV Programs 
. Unsubsidized FFEL/Direct Stafford Loan 
. Subsidized FFEL/Direct Stafford Loan 
. Perkins Loan 
. FFEL/Direct PLUS (Graduate Student) 
. FFEL/Direct PLUS (Parent) 
Total loans the 
school must return 
. Pell Grant 
. Academic Competitiveness Grant 
. National SMART Grant 
. FSEOG 
10. TEACH Grant 
11. Iraq Afghanistan Service Grant 


2,750.00 


2,750.00 
1,471.10 


= |P.$ 


You should use this form when the withdrawal date is on or after 7/1/2010 


Step 7: Initial Amount of Unearned Title IV Aid Due 
from the Student 


From the amount of Title IV aid to be returned (Box K) subtract the 
osc for the school to return (Box 0.$ 0.00 | 


eeaTA0: | K 
> If Box Qis< was greater than zero, go to Step 8 


Step 8: Repayment of the Student’s loans 


From the Net loans disbursed to the student (Box B) subtract the 
Total loans the school must return (Box P) to find the amount of 
Title IV loans the student is still responsible for repaying (Box R). 
These loans consist of loans the student has earned, or unearned 
loan funds the school is not responsible for repaying. They are 
repaid to the loan holders according to the terms of the borrower’s 
promissory note. 


— oe ee 


Box B Box P 

If Box Q is less than or equal to Box R, STOP. 

The only action a school must take is to notify the holders 
of the loans of the student’s withdrawal date. 


If Box Q is greater than Box R, proceed to Step 9. 


S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 
the student (Box Q) subtract the amount of loans to be 
repaid by the student (Box R) . 


Box R 
. Amount of Title IV grant protection 
Multiply the total of Title IV grant aid that was disbursed 
and that could have been disbursed for the period 
(Box F) by 50%. 


Cx 60% 50% |=[T.s 
Box F 
U. Title IV grant funds for student to return 
From the Initial amount of Title IV grants for student to 
return (Box S) subtract the Amount of Title IV grant 
protection (Box T). 
Box T 
If Box Ui is less than or equal to zero, STOP. If not, go to Step 


Step 10: Return of Grant Funds by the Student 


Except as noted below, the student must return the unearned grant 
funds for which he or she is responsible (Box U). The grant funds 
returned by the student are applied in order as indicated, up to the 
amount disbursed from that grant program minus any grant funds the 
school is responsible for returning to that program in Step 6. Note that 
the student is not responsible for returning funds to any 
program to which the student owes $50.00 or less. 


Title IV Grant Programs 
1. Pell Grant 
2. Academic Competitiveness Grant 
3. National SMART Grant 
4. FSEOG 
5. TEACH Grant 
6. Iraq Afghanistan Service Grant 


Amount To Return 
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CASE STUDY 9: STEVE HENDERSON 


When a student receiving Title IV grants and loans at a school that utilizes a non-term modular 
course structure, measures academic progress in credit hours, and performs its Return calculations on a 
payment period basis, officially withdraws, returns within 180 days, and withdraws again. 


Learning Objectives 
Learn to complete Steps 1-8 of the Treatment of Title IV Funds when a Student Withdraws from a 
Credit-Hour Program worksheet and be able to: 

¢ determine the total number of days the student was in attendance; 

e determine the total number of days in the payment period; 

¢ calculate the percentage of the payment period the student completed; 

¢ calculate both the percentage and the amount of Title IV aid earned by the student; 


¢ determine either that the student is due a post-withdrawal disbursement (PWD) of Title IV aid or 
that Title IV aid must be returned; and 


° determine the amount to be offered to the student or returned. 


School Profile 
Chula University (CU) is a non-residential postsecondary institution that 
utilizes a non-term modular course structure and measures academic 


progress in credit hours. 


Academic Year/ 24 credits/ 
Period of Enrollment 32 weeks 


Payment Period 12 credit hours 
4 modules (each of 4 weeks duration) 
16 weeks 

Period Start Date January 9 

Period End Date April 27 


Institutionally Scheduled Break None 


Required to Take Attendance No 


Period used in Return calculation Payment Period 
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School Profile, continued 


Scheduled starting and ending dates for modules within the calendar year. At each 
starting point all modules are offered. 


Start End Start End 


January 9 February 3 February 6 March 2 
March 5 March 30 April 2 April 27 
April 30 May 25 May 28 June 22 
June 25 July 20 July 23 August 17 
August 20 September 14 September 17 October 12 
October 15 = November 9 November 12 December 7 


Student Profile 


Steve Henderson is an independent, fourth-year student enrolled at CU for 
12 credits offered in four three-credit modules. CU anticipates that Steve, 
as do most of the students at CU, will complete each of the modules in four 
weeks, and the payment period in 16 weeks. 


Charges to Steve's account for the payment period are as follows: 
Tuition and fees $ 6,000.00/12 credits 


School Authorized to Credit 
Account for Other Charges: Yes (all charges) 


Steve's financial aid package is based on the following eight-month academic 
year cost of attendance (COA). 


Tuition $ 12,000.00 
Room $ 3,200.00 
Board $ 3,200.00 
Books $ 1,200.00 
Personal Expenses $ 3,200.00 
Travel $ 800.00 


$ 23,600.00 
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Steve's financial aid package included the following annual awards: 


Pell Grant = 5,550.00 
FSEOG $ 4,000.00 
Subsidized Direct Loan . 5,500.00 
Unsubsidized Direct Loan $ 4,050.00 
Federal Work Study (FWS) S 4,500.00 


Discussion 


On the first day of the period, January 9, Steve received disbursements totaling $9,550.00 in Title IV 
assistance from the following programs to his student account: 


Pell Grant $ 2,775.00 
FSEOG $ 2,000.00 
Subsidized Direct Loan $ 2,750.00 
Unsubsidized Direct Loan $ 2,025.00 


On January 27, you are notified by the registrar that Steve has dropped module 2. Then, on February 3, 
after completing the last class in module 1, Steve comes to see you. He tells you that he’s been offered a job 
as a researcher on a project studying the terrapin species native to the brackish coastal swamps of Maryland 
and other southeastern states. Steve has decided to withdraw from school in order to accept the job. 


When a student withdraws from one of a series of modules in a non-term-based program, a school must 
first determine whether or not the student must be treated as a withdrawal. In order to do so, the school 
must answer three questions: 


iF 
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After beginning attendance in the payment period or period of enrollment, did the student cease to 
attend or fail to begin attendance in a course he or she was scheduled to attend? If the answer is no, 
this is not a withdrawal. If the answer is yes, go to question 2. 


In Steve’s case, the answer to Question 1 is Yes; you go on to Question 2. 


When the student ceased to attend or failed to begin attendance in a course he or she was scheduled 
to attend, was the student still attending any other courses? If the answer is yes, this is not a with- 
drawal. (Note, however that other regulatory provisions concerning recalculation may apply.) If the 
answer is no, go to question 3. 


In Steve’s case, the answer to Question 2 is No; you go on to Question 3. 


Did the student confirm attendance in a course in a module beginning later in the period? For non- 
term and nonstandard term programs, this must be no later than 45 calendar days after the end of 
the module the student ceased attending. If the answer is yes, this is not a withdrawal, unless the 
student does not return. If the answer is no, this a withdrawal, and the Return of Title IV Funds 
requirements apply. 


In Steve’s case, the answer is No, and therefore you must consider Steve as a withdrawn student. 
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Because Steve failed to begin attendance in all of the classes on which his Title IV aid was based, before 
performing the required Return calculation, CU must recalculate Steve’s eligibility for Title IV funds based 
on his enrollment in just the one module he began—three credits, or less than half time. 


Note: Pell Grant awards for students in clock-hour programs, programs without terms, and nonstandard 
term programs with terms that are not substantially equal programs are always based on the Payment 
Schedule for Determining Full-Time Awards. Therefore a school does not have to recalculate a Pell Grant 
when a student attending a non-term program, clock-hour program or nonstandard term program with 
terms that are not substantially equal withdraws. 


The school does have to recalculate Steve’s eligibility for Campus-Based aid (FSEOG and FWS), eliminat- 
ing the costs attributable to the modules that he did not begin attending, to see whether a reduction of the 
Campus-Based aid was necessary. After eliminating the expenses associated with the period of non-atten- 
dance, the school determined that the COA (for Campus-Based purposes) associated with Steve’s enroll- 
ment in the one module was $3,250.00. 


The loan funds that Steve had already received (and for which his eligibility does not have to be recalc- 
ulated—$4,775.00) plus his Pell Grant ($2,775.00), plus the $400.00 in FWS Steve has earned to date 
equal $7,950.00. Since $7,950.00 exceeds Steve’s revised COA of $3,250.00, the aid officer determined 
that Steve was not eligible for any FSEOG funds, so the school had to reduce Steve’s FSEOG award to 
$0.00 and either award the $2,000.00 in FSEOG funds to another eligible student or return them to ED. 
(Note that Pell Grants and earned FWS funds are never reduced to address an overpayment.) 


Note: Any time a student enrolled in a clock-hour, non-term program, or nonstandard term program with 
terms that are not substantially equal changes his or her enrollment status, the school must recalculate the 
student’s COA to determine if the student’s eligibility for Campus-Based funds has changed. ‘The school 
may not include in the student’s COA costs associated with any classes the student failed to begin. More 
over, when a student enrolled in a clock-hour, non-term program, or nonstandard term program with 
terms that are not substantially equal withdraws, a school that calculates Returns on a period of enroll 
ment basis may not include costs associated with any future payment period for which the student has 
not confirmed attendance at the time of withdrawal and that does not start within 45 days in the 
student’s COA. 


CU performed a return calculation using Steve’s last day of attendance of February 3 as his withdrawal 
date; $2,775.00 as the amount of Pell Grant disbursed; $0.00 as the amount of FSEOG funds disbursed; 
$2,750.00 as the amount of Subsidized Direct Loan funds disbursed; and $2,025.00 as the amount of un- 
subsidized loan funds disbursed. On February 17, CU returned the funds for which it was responsible to 
the appropriate programs. 
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Solution 


At the beginning of the semester, the following awards were posted to Steve’s account at CU. 


Pell Grant $ 2,775.00 
FSEOG $ 2,000.00 
Subsidized Direct Loan $ 2,750.00 
Unsubsidized Direct Loan $ 2,025.00 
Step 1: Student’s Title IV Aid Information 
Box A. After recalculation, the Title IV grant aid disbursed was — 
Pell Grant $ 2,775.00 
FSEOG $ 0.00 
A. = $ 2,775.00 
Box B. Net Title IV loans disbursed 
Subsidized Direct loan $ 2,750.00 
Unsubsidized Direct $ 2,025.00 
B. = $ 4,775.00 


Box C. Title IV grants that could have been disbursed = $ 0.00. 


Box D. Title IV loans that could have been disbursed = $ 0.00. 


Box E. Total Title IV aid disbursed for the payment period = A + B = 2,775.00 + 4,775.00 


= $ 7,550.00. 


Box F. Total Title IV grant aid disbursed and could have been disbursed for the payment period 


=A+C = 2,775.00 + 0.00 = $ 2,775.00. 


Box G. Total Title IV aid disbursed and could have been disbursed for the payment period 


=A+B+C+D = 2,775.00 + 4,775.00 + 0.00 + 0.00 = $7,550.00. 
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Step 2: Percentage of Title lV Aid Earned 
For Title IV purposes, Steve’s withdrawal date is February 3, the day he informed the aid office that he was 


withdrawing. 


1. Payment Period start date = January 9. 


Payment Period end date = April 27. 


2 
3. Date of withdrawal = February 3. 
4 


Percentage of payment period completed 


Note: Because Steve dropped one module (module 2) of the course before he withdrew, the days 
following the end of module 1 (February 4) through the day prior to the start of module 3 
(March 4)—30 days—are excluded from the total days used in determining the percentage of the 
period completed. 


Box H. 


Number of calendar days completed = 26 


Number of calendar days in the payment period = 80 ( The 110 days in the original period less 
the 30 days from February 4 through March 4) 


26 days + 80 days = 0.3250. Percentage of payment period completed = 32.5% 


Because this percentage is 60% or less, the Percentage of Title IV aid earned = 32.5%. 


Step 3: Amount of Title lV Aid Earned by the Student 


Box I. 


32.5% (Percentage of Title IV aid earned from Box H) X $7,550.00 (Total of the Title IV 
aid disbursed and could have been disbursed for the payment period or period of enrollment 
from Box G) = $2,453.75. Amount of Title IV aid earned by the student = $2,453.75. 


L-= $ $2,453.75 


Step 4: Total Title lV Aid to be Disbursed or Returned 


Box J. 


Box K. 
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Because the total Title IV aid earned (Box I) is less than the total Title IV aid disbursed 
(Box E), no post-withdrawal disbursement is due, and we proceed to Box K. 


Post-withdrawal disbursement = NA. 


Because the total Title IV aid disbursed (Box E) is greater than the total Title IV aid earned 
(Box I) Title IV aid must be returned. 


$7,550.00 (Box E) — $2,453.75 (Box I) = $5,096.25. Title IV Aid to be returned = $5,096.25. 


K.. = $ $5,096.25 
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Step 5: Amount of Title lV Aid Due from the School 


Box L. 


Box M. 


Box N. 


Box O. 


The charges used in a Return calculation are always the charges initially assessed by 
the school adjusted only for any courses or module the student dropped prior to the 
date the student withdrew Therefore, even though CU refunds the tuition Steve paid for 
the modules he did not start, the school must enter $4,500.00 in Step 5 of the Return 
calculation. (The $6,000.00 initially charged minus the $1,500.00 for module 2 that Steve 
dropped before withdrawing.) A $150.00 charge for books is included because Steve did not 


have the opportunity to purchase them elsewhere. 


Tuition and fees $ 4,500.00 
Books $ 150.00 
L = $ 4,650.00 


Subtract the percentage of Title IV earned from Box H (40.6%) from 100.0%. 
100% — 32.5% = 67.5%. Percentage of Title IV aid unearned = 67.5%. 


M = 67.5% 


Multiply the Institutional charges from Box L ($4,650.00) by the Percentage of unearned 
Title IV aid from Box M (67.5%) to find the Amount of unearned charges $4,650.00 
X 67.5% = $3,138.75. Amount of unearned = $3,138.75. 


N = $ 3,190:75 


Compare the amount of Title IV aid to be returned (Box K) to unearned institutional 
charges (Box N), and enter the lesser amount in Box O. 


Box K = $ 5,096.25 
Box N = $ 3,138.75 


Amount of unearned Title IV aid due from the school = $3,138.75. 


STEP 6: Return of Funds by the School 


Box P. 
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The amount of unearned Title IV aid due from the school is $3,138.75 (Box O). Since 
Title IV loans are returned before Title IV grants, and Unsubsidized Direct Loans are 
returned before Subsidized Direct Loans loans, the school returns $2,025.00 to the Direct 
Loan Program for crediting toward Steve's Unsubsidized Direct Loan and $1,113.00 to the 
Direct Loan Program (Because the COD system will not accept requests for other than 
whole dollars (no cents)). So, the school can only request and disburse $300.00. for crediting 
toward Steve’s Subsidized Direct Loan. The school also cancels the second disbursement of 
both of his Direct Loans and notifies the appropriate servicer that Steve has withdrawn from 
school. 


The school must return any unearned funds within 45 days from the date of the 
institution’s determination that Steve withdrew. 
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STEP 7: Initial Amount of Unearned Title IV Aid Due from Student 


Box Q. Subtract the amount of Title IV aid the school must return ($3,138.75) from Box O from 
the total amount of Title IV aid that is to be returned ($5,096.25) from Box K to find the 
Initial amount of Title IV aid Due from the Student. $5,096.25 — $3,138.75 = $1,957.50. 


Box Q = $ 1,957.50 


The initial amount of Title IV aid due from the student, is $1,957.50. 


STEP 8: Repayment of the Student’s Loans 


Box R. Subtract the Total Loans the school must return ($3,138.75) from Box P from the Net 
Loans Disbursed to the Student ($4,775.00) from Box B to find the total of the loans the 
student must repay $4,775.00 — $3,138.00 = $1,637.00. 


Box R = $ 1,637.00 


Since the amount from Box Q ($1,957.50) is greater than the amount from 
Box R ($1,636.25), you proceed to Step 9. 


Remember, you must notify the holder of Steve’s loans that he has withdrawn from school. 


Box S. Subtract the amount of loans to be repaid by the student in Box R ($1,637.00) from the 
initial amount of unearned Title IV aid due from the student Box Q ($1,957.50) to find 
the Initial amount of Title IV grants for the student to return $1,957.50 — $1,637.00 = 
$322.00. 


Box S = $ 323.00 


Box T. Multiply the total Title IV grant aid disbursed and could have been disbursed for the period 
in Box F ($2,775.00) by 50% to find the Amount of grant protection $2,775.00 X 50% = 
$1,387.50. 


Box T = $ 1,387.50 


Box U Subtract the Amount of grant protection in Box T ($1,387.50) from the Initial amount of 
Title IV grants for the student to return in Box S ($321.50) to find the Title IV grants for 
the student to return $321.50 — $1,387.50 = — $1,066.25. 


Box U = $ — 1066.25 


Since the amount in Box U is less than or equal to zero, the student does not have to return 
any Title IV grant funds, and the calculation is complete. 
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Treatment Of Title IV Funds When A Student Withdraws From A Credit-Hour Program 
Student’s Name Steve Henderson Social Security Number| Case Study 9 
completed that student withdrew 
Period used for calculation (check one) ia Payment period [| Period of enrollment 


Monetary amounts should be in dollars and cents (rounded to the nearest penny). 
When calculating percentages, round to three decimal places. (For example, .4486 = .449, or 44.9%) 


Step 1: Student’s Title IV Aid Information 


E : Amount that Could id di 
Title IV Grant Programs Amount Disbursed ave ayes A ccirae ; E. ena IV aid disbursed for the 


. Pell Grant 2,775.00 
. Academic Competitiveness Grant 

. National SMART Grant 

. FSEOG 


2,775.00 
B 4,775.00 


—'E.$ 7,550.00 


F. Total Title lV grant aid disbursed and that 
could have been disbursed for the 
period. 


A. 2,775.00 C. 0.00 2,775.00 


Subtotal Subtotal a 0.00 


; ; Net Amount that Could = F. $ 2,775.00 
Title 1V Loan Programs Net Amount Disbursed Have Been Disbursed 


G. Total Title IV aid disbursed and that could 
. Unsubsidized FFEL/Direct Stafford Loan 2,025.00 have been disbursed for the period. 


2,775.00 
B 4,775.00 


0.00 
11. FFEL/Direct PLUS (Parent) + 0.00 


B. 4,775.00 D. 0.00 — |G. 7,550.00 


Subtotal Subtotal 


Step 2: Percentage of Title IV Aid Earned Step 3: Amount of Title IV Aid Earned by the Student 
Multiply the percentage of Title IV aid earned (Box H) by 
/ 2 / . [27 / 2/ 2 / the Total Title IV aid disbursed and that could have been 


+ 
| | 


. Iraq Afghanistan Service Grant 


G) 
A 


A school that is not required to take attendance may, for a 

student who withdraws without notification, enter 50% in ° a 

Box H and proceed to Step 3. Or, the school may enter the 32.5 Yo X}_ 7,550.00 | =| I. $ 2,453./5 
last date of attendance at an academically related activity Box H Box G 

for the “withdrawal date,” and proceed with the calculation 

as instructed. For a student who officially withdraws, enter Step 4: Title IV Aid to be Disbursed or Returned 

Be wine tewelidate: If the amount in Box | is greater than the amount in 
H. Percentage of payment period or period of Box E, go to Item J (Post-withdrawal disbursement). 


ebrollment complgied F : If the amount in Box | is less than the amount in 
Divide the calendar days completed in the period by the a Box E, go to Title IV aid to be returned (Item Kk). 
total calendar days in the period (excluding scheduled : 
breaks of five days or more AND days that the student If the amounts in Box | and Box E are equal, STOP. 
was on an approved leave of absence). No further action is necessary. 
. Post-withdrawal disbursement 
+| 80 m 632.5 % From the Amount of Title IV aid earned by the student 
= (Box |) subtract the Total Title IV aid disbursed for the 
Colnbied dave Toe ans period (Box E). This is the amount of the post- 
withdrawal disbursement. 
» If this percentage is greater than 60%, enter 100% in ; 
Box H and proceed to Step 3. J. § 


Box | Box E 
> If this percentage is less than or equal to 60%, enter Stop here, and enter the amount in “J” in Box 1 on 


that percentage in Box H, ° Page 3 (Post-withdrawal Disbursement Tracking Sheet). 
and proceed to Step 3. H. 32.5 % ° ge 3 ( Step ee > 


You should use this form when the withdrawal date is on or after 7/1/2010 p. 1 of 3 
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Student’s Name Steve Henderson Social Security Numbe Case Study 9 
Step 4: Aid to be Disbursed or Returned CONTINUED Step 7: Initial Amount of Unearned Title IV Aid Due 
K. Title IV aid to be returned from the Student 


From the Total Title IV aid disbursed for the period From the amount of Title IV aid to be returned (Box K) subtract the 
(Box E) subtract the amount of Title IV aid earned by | DSU Mer Ne See) NONE ith | EIS C)) 


the student (Box 1). This is the amount of Title IV aid 5,096 .25 |=! 3,138.00 Q.$ 1,958.25 | 1,958.25 
that must be returned. [ 5,096 .25 | 75.096 25 | 3.13800 |= Q.$ 195825 | 2 


Box K 


7,550.00 || 2,453.75 |= K.$ 5,096.25 > If Box Qis< zero, aan If greater than zero, go to Step 8 
Step 8: Repayment of the Student’s loans 


= = From the Net loans disbursed to the student (Box B) subtract the 
Step 5: Amount of Unearned Title IV Aid Due from Total loans the school must return (Box P) to find the amount of 
the School Title IV loans the student is still responsible for repaying (Box R). 
L. Institutional charges Twit 4,500.00 These loans consist of loans the student has earned, or unearned 
for the period en ! : loan funds the school is not responsible for repaying. They are 


repaid to the loan holders according to the terms of the borrower’s 
promissory note. 


| 4,775.00 | = | 3,138.00 _| =|R.$ 1,637.00 | 1,637.00 


ee B 
If Box Q is less oe or noe to Box R, STOP. 
The only action a school must take is to notify the holders 


Total Institutional Charges — L.$ 4650.00 of the loans of the student’s withdrawal date. 
(Add all the charges together) U . ; 
If Box Q is greater than Box R, proceed to Step 9. 


M. Percentage of unearned Title IV aid S 9G Fund aay d 
ey o7 | — tep 9: Grant Funds to be Returne 
100% 32.5 7o =|M. 67,5 Zo S. Initial amount of Title IV grants for student to return 
From the initial amount of unearned Title IV aid due from 


N. Amount of unearned charges the student (Box Q) subtract the amount of loans to be 
Multiply institutional charges for the period (Box L) by the repaid by the student (Box R) 


percentage of unearned Title IV aid (Box M). 
| 1,957 50 | [1.63700 ]=(S.$ 32200 | 637.00 S.$ 322.00 | 
° ae Box Q Box R 
465000 |X} 67.5 %o =|N.$ 3,138.75 T. Amount of Title IV grant protection 


Box L Box M Multiply the total of Title IV grant aid that was disbursed 
GO AMGURE foSehoolio return and that could have been disbursed for the period 


Compare the amount of Title IV aid to be returned ABOxUUUDY POEs 


(Box K) to amount of unearned charges (Box N), 2, | 2,775.00. | 00 |X | 50% | =/T.$ 1,387, 50 
and enter the lesser amount. Ee F 
O. $ 3,138.75 U. Title IV grant funds for student to return 


: From the Initial amount of Title IV grants for student to 
Step 6: Return of Funds by the School return (Box S) subtract the Amount of Title IV grant 
The school must return the unearned aid for which the school is =e a T). 
responsible (Box O) by repaying funds to the following sources, in 
order, up to the total net amount disbursed from each source. | 322.00 00 1 | 1,387.50 | 50 U.$ -1 U.S -1,065.50 | 50 
" Amount for School Box T 
Title IV Programs Ween If Bok Ui is less than or equal to zerh STOP) 


ee ee oe 2,025.00 Step 10: Return of Grant Funds by the eaideht - 


. Subsidized FFEL/Direct Stafford Loan 1,113,00° Except as noted below, the student must return the unearned grant funds 
. Perkins Loan for which he or she is responsible (Box U). The grant funds returned by 
. FFEL/Direct PLUS (Graduate Student) the student are applied in order as indicated, up to the amount disbursed 
- FFEL/Direct PLUS (Parent) from that grant program minus any grant funds the school is responsible 
for retuming to that program in Step 6. 
Total loans the — 3138.00 Note that the student is not responsible for returning funds 
school must return : . to any program to which the student owes $50.00 or less. 

. Pell Grant Title IV Grant Programs Amount To Return 


1. Pell Grant 


Box H 


10. TEACH Grant 
11. lraq Afghanistan Service Grant 
6. Iraq Afghanistan Service Grant 
You should use this form when the withdrawal date is on or after 7/1/2010 


* Because the COD system will not accept requests for other than whole dollars (no cents). 


Introduction to Volume 6 


The Campus-Based Programs include the Federal Work-Study Program (FWS), the Federal Sup- 
plemental Educational Grant Program (FSEOG), and the Federal Perkins Loan Program (Perkins 
Loans). This volume provides the information that schools need to administer those programs. 


Here, we provide a summary of the changes and clarifications presented in greater detail in the chapters that 
follow. Alone the text herein does not provide schools with the guidance needed to satisfactorily administer 
the Title IV HEA programs. For more complete guidance, you should refer to the text in the chapters cited, the 
Code of Federal Regulations (CFR), and the Higher Education Assistance Act (HEA) as amended. 


Throughout this volume, new information is indicated with the following symbol: NEW | 


When the text represents a clarification rather than a change, it is indicated with: 


of a requirement, we indicate that with: 


If we want to point out a bit of helpful information, we indicate it with: 


When we believe that historically there might be some misunderstanding | Reminder | 


Finally, if we want to draw your attention to something, we indicate it with: 


Notes on Active Links 
At the top of each page you will find links to the Federal Student Aid Glossary and Appendices, the Code of 
Federal Regulation (CFR), and Dear Colleague Letters (DCL). 


Glossary-Acronyms CFR DCL 
Major Changes 


Chapter 1—Campus-Based Programs Common Elements 


¢ We remind schools that FWS supplemental funding may not be transferred to another Campus- 
Based program. All FWS supplemental funding must be spent in community service. 


¢ We clarify that schools designated by the Department of Education’s Office of Postsecondary 
Education Institutional Service (OPE/IS) as eligible Title III or Title V institutions under the Higher 
Education Act (the HEA) are eligible for a waiver of the FWS and FSEOG matching requirement. 


¢ We remind schools that the 50-percent federal share limitation for FWS wages paid to students 
employed by a private, for-profit organization and the 80-percent federal share limitation for the 
administration of the Job Location and Development (JLD) Program are never waived. 
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Chapter 2—The Federal Work-Study Program 


¢ We remind schools that FWS records are used to compile the data submitted by schools on the Fiscal 
Operations Report section of the FISAP, and that a school must maintain those original FWS records 
for (including reports of hours worked) as long as it is required to maintain its FISAP data. 


Chapter 3—Participating in and Making Loans in the Perkins Loan Program 


¢ We discuss the requirement in Section 466(c) of the Higher Education Act that schools must return 
the Federal share of any Excess Liquid Capital (ELC) in the institution’s Federal Perkins Loan 
Revolving Fund. 


¢ We explain that a school must notify borrowers of the pending assignment of their loan(s) to the 
Department. 


¢ We explain how a school should treat Perkins Loan payments made by borrowers to the school after 
the school has submitted the loan for assignment. 


¢ We advise schools that they can now complete the Perkins Loan Assignment Form online using the new 
Perkins Loan Assignment System (PLAS). 


¢ We explain the process for returning Perkins Loan funds to the Department. 

¢ We remind schools that they must report to the National Student Loan Data System when a loan has 
been repaid. 

Chapter 4— Perkins Repayment Plans, Forbearance, Deferment, Discharge, and Cancellation 


¢ We explain how a school should proceed when a borrower who is already receiving cancellation 
benefits becomes eligible for another type of cancellation. 


¢ We remind schools that the Department now provides forms through which Perkins Loan borrowers 
can request deferment and forbearance. 


¢ We explain the conditions under which a borrower who is unable to complete an academic year 
of eligible teaching service due to a condition covered under the FMLA may still qualify for a 
cancellation. 

Chapter 5— Perkins Loan Billing, Collection, and Default 


¢ We explain that all G5 and eCB access now requires Two Factor Authentication (TFA) using an FSA 
token. 


¢ — We discuss how schools are notified of the status of Perkins Loans submitted for assignment. 


¢ We have added charts on which we provide information about the necessary documentation that must 
be included when institutions assign Federal Perkins Loans to the Department. 
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Glossary-Acronyms CFR DCL 


Campus-Based 
Programs 
Common Elements 


CHAPTER T 


CAMPUS-BASED PROGRAMS OVERVIEW 


A school must first enter into a Program Participation Agreement 
(PPA) with the Department of Education (the Department/ED) before 
it can participate and make awards of FSA funds in the Campus-Based 
Programs. 


Federal Perkins Loan Program 


Federal Perkins Loans (see sidebar) are low interest (currently 5%), 
long-term loans made by school financial aid offices to help needy 
undergraduate and graduate students pay for postsecondary education. 


Federal Supplemental Educational Opportunity Grant 
Program (FSEOG) 


The Federal Supplemental Educational Opportunity Grant Program 
(FSEOG) provides assistance to exceptionally needy undergraduate 
students. Students are exceptionally needy if they have the lowest 
Estimated family Contributions (EFCs). Awarding priority must be given 
to Pell Grant recipients. Schools selecting FSEOG recipients must use the 
selection criteria discussed in Volume 3. 


Federal Work-Study Program (FWS) 


The Federal Work-Study Program (FWS) provides part-time 
employment to undergraduate and graduate students who need the 
earnings to help meet their costs of postsecondary education. The FWS 
Program encourages students receiving FWS assistance to participate in 
community service activities. 


FSA HB August 2016 


Related information 


The rules for awarding and packaging 
Campus-Based aid are discussed with the 
other FSA programs (Volume 3). 


Perkins/NDSL/Defense 
Loans 


The term Perkins Loans, includes loans 


made under the name National Direct 
Student Loans (NDSL Loans), and National 
Defense Student Loans (Defense Loans). 


Program Purposes 
Perkins 

34 CFR 674.1 

FWs 

34 CFR 675.1 

FSEOG 

34 CFR 676.4 
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Program participation 
requirements 

The basic list of Program Participation 
Agreement (PPA) requirements is found in 
34 CFR 668.14. Under the PPA, the school 
agrees to use the funds it receives solely for 
the purposes specified in the regulations 
for that program and to administer each 
program in accordance with the Higher 
Education Act of 1965 (HEA), as amended, 
and the General Provisions regulations. 


PPA requirements for Perkins 

34 CFR 674.8 

PPA requirements for Federal Work-Study 
34 CFR 675.8 

PPA requirements for FSEOG 

34 CFR 676.8 


Short-term Loans 


Schools may make short-term loans to the 
fund to cover shortfalls in their collections 
and then reimburse themselves from the 
fund. 


Generally, short-term means not more than 
a year. 


PROGRAM PARTICIPATION AGREEMENT (PPA) 


When a school completes its Application to Participate 
(E-App) (and later during recertification), the school has the opportunity 
to elect participation in one or more of the Campus-Based Programs. 
When a school’s application is approved (Volume 2), the Department 
sends an electronic notice to the president and financial aid officer 
notifying them that the school’s PPA is available to print, review, sign, 
and return. 


In addition to the requirements generally applicable to the FSA 
programs contained in the PPA, there are requirements unique to the 
Federal Perkins Loan and Federal Work-Study (FWS) programs. 


Perkins PPA requirements 


The Program Participation Agreement requires the school to 
calculate their Perkins Program default rate and report this on the Fiscal 
Operations Report and Application to Participate (FISAP) annually 


The agreement for the Federal Perkins Loan Program also requires 
the school to establish and maintain a fund and to deposit into the fund: 


¢ any Federal Capital Contribution (FCC) the school receives as 
its federal allocation for the program for each award year 
(currently, no FCC is being allocated to schools in the Perkins 
Loan Program); 


¢ the Institutional Capital Contribution (ICC), including any 
ICC to match transfer of funds from other Campus-Based 
Programs; 


¢ payments the school receives for repayment of loan principal, 
interest, collection charges, and penalty or late charges on loans 
from the fund; 


¢ payments the school receives from ED for cancellations, such 
as teacher service cancellations (currently, no cancellation 
reimbursements are being appropriated by Congress) (see 
Chapter 4); 


¢ any other earnings on fund assets, including net interest 
earnings on funds deposited in an interest-bearing account 
(total interest minus bank charges incurred on the account); 
and 


¢ proceeds of any short-term, no interest loans made to the Fund 
by the school in anticipation of collections or receipt of FCC. 
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¢ 


The institution shall use the money in the Fund only for 


making loans to students; 

administrative expenses as provided for in 34 CFR 673.7; 
capital distributions provided for in section 466 of the Act; 
litigation costs (see § 674.47); 

other collection costs, agreed to by the Secretary in connection 
with the collection of principal, interest, and late charges on a 
loan made from the Fund (see § 674.47); and 

repayment of any short-term, no interest loans made to the 


Fund by the institution in anticipation of collections or 
receipt of FCC. 


Federal Work-Study PPA requirements 


Under the Program Participation Agreement, schools participating in 


the FWS Program must 


¢ 


make FWS employment reasonably available, to the extent of 
available funds, to all eligible students; 


award FWS employment, to the maximum extent practicable, 
that will complement and reinforce each recipient's educational 
program or career goals; 


assure that FWS employment may be used to support 
programs for supportive services to students with disabilities; 
and 


inform all eligible students of the opportunity to perform 
community services and consult with local nonprofit, govern- 
ment, and community-based organizations to identify those 
opportunities. 
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FSEOG PPA requirements 
34 CFR 676 

Agreement 

34 CFR 676.8 

Student eligibility 

34 CFR 676.9 


FSEOG PPA requirements 


Under the Program Participation Agreement, schools participating 
in the FSEOG Program must use the funds they receive solely to award 
grants to financially needy students attending institutions of higher 
education to help those students pay their educational costs. 


A student at an institution of higher education is eligible to receive an 
FSEOG for an award year if the student 


¢ meets the relevant eligibility requirements contained in 
34 CFR 668.32; 


¢ is enrolled or accepted for enrollment as an undergraduate 
student at the institution; and 


¢ has financial need as determined in accordance with part F of 
title IV of the HEA. 
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THE FUNDING PROCESS 


Fiscal Operations Report—The Application to Participate 


The Fiscal Operations Report and Application to Participate (FISAP) 
is divided into three main parts: 


1. identifying Information, Certifications, and Warnings; 


2. the Application to Participate in the three Campus-Based 
Programs in the upcoming award year; and 


3. the Fiscal Operations Report, in which schools provide infor- 
mation on any Campus-Based expenditures made during the 
award year just completed. 


Any school that wants to obtain Campus-Based Program funds for 
an upcoming year and all schools that have received Campus-Based 
Program funds for the reporting year must complete an electronic 
FISAP. All schools that complete a FISAP must provide the information 
requested in the Identifying Information, Certifications, and Warning 
section. A school that wishes to apply for Campus-Based Program funds 
for the coming year must complete The Application to Participate. A 
school that received Campus-Based Program funds for the award year 
that just ended must complete The Fiscal Operations Report portion of the 
FISAP. 


The Department uses the information your school provides in the 
Application to Participate and Fiscal Operations Report to determine 
the amount of funds your school will receive for each program. The 
Department uses your Fiscal Operations Report data to manage the 
Federal Perkins Loan portfolio and monitor expenditures in the Campus- 
Based Programs. 


For program review and audit purposes, you must retain accurate 
and verifiable records for three years following the end of the award year 
in which the FISAP is submitted. For example, the award year in which 
you will submit the FISAP due on October 1, 2016 ends on June 30, 2016 
(Award year = July 1, 2015-June 30, 2016). You must retain all records 
used in the creation of the FISAP due on October 1, 2016 until June 30, 
2019 (three years from June 30, 2016—the end of the award year in which 
the FISAP is submitted). 
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Treatment of FWS in 90/10 


calculation 

FWS funds recovered by the school are 
excluded from revenues in the 90/10 
calculation, unless the school used those 
funds to pay for a student's institutional 
charges. (See Volume 2 for discussion of the 
90/10 calculation.) 


GE 
First-time Campus-Based 
Program applicants 

A school that has applied to participate in 
the Campus-Based Programs for the first 
time should submit a FISAP by the deadline 
even if the school has not been certified to 
participate in the programs. The Department 
will calculate a funding level for the school 
and put the funding on “hold” status until 
the school has been approved to participate. 
See “Allocation of Campus-Based Funds” 
later in this chapter for more information. 


FISAP Documents 

The FISAP Desk Reference and FISAP 
instructions are available under Processing 
Publications at 


www.ifap.ed.gov/ifap/publications.jsp 

In order to submit your FISAP on the Web, 
you must register and obtain a password on 
the eCampus-Based website at 


cbfisap.ed.gov/ecb/CBSWebApp 


Once you have registered, you will receive 
your user ID via email. 
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The important dates in the FISAP award process are 


¢ August I—ED must make the FISAP software available to all 
participating schools. 


¢ October 1—the final deadline for submitting the FISAP to the 
Department; if it falls on a weekend, the deadline is the 
previous business day. 


¢ December 15—all corrections to FISAP data and resolution of 
edits must be submitted to the Department, and you must up- 
date your Federal Perkins cash on hand. 


¢ February I—ED sends tentative award notifications to all 
schools. 


¢ April I—ED sends final award notifications to all eligible 
schools. 


You will find additional information on the Fiscal Operations Report 
later in this chapter. 


Completing and Submitting the FISAP GD 
FISAP on the Web Certifications on the FISAP 


Schools submit the FISAP through the FISAP on Part | of the FISAP includes two required 
the Web, available at: certifications: 
cbfisap.ed.gov. 

1. Form 80-0013, Certifications Regarding 
To submit the FISAP on the Web, your school Lobbying; Debarment, Suspension, and 
must have a user ID and password, which can be Other Responsibility Matters. 
obtained on the eCampus-Based website (select 
“Login,’ and select the registration link). Once you 
have registered, you will receive your user ID via 
email. 


Standard Form LLL, Disclosure of 
Lobbying Activities (should only be 
completed if a school expends funds for 
lobbying activities). 


The FISAP is available for completion on the Web See Volume 2 for more information on these 
by August 1 of each year. It must be completed requirements. 
no later than October 1 of the same year. (The 
deadline will be earlier if October 1st falls on a Address for certification/signature pages 
weekend.) A list of all Campus-Based submission 
dates is posted on the FISAP on the website. FISAP Administrator 
8405 Greensboro Drive 
Schools may also make corrections via the Suite 1020 
FISAP on the website. For more information on McLean, Virginia 22102 
amending previous submissions, see Volume 5. 


Campus-Based Call Center For assistance submitting corrections for closed years or for questions 
concerning the preparation of the FISAP, contact the Campus-Based Call Center at 877-801-7168 
(8 a.m.—8 p.m. Eastern time); cbfob@ed.gov. 
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Signing and Submitting Your FISAP 


With the submission of the 2013-14 data on the 2015-16 FISAP, an electronic signature (eSignature) 
process was implemented for all forms within the eCampus-Based System. 


The CEO signature is required on all forms that require a signature within the eCampus-Based system. All 
forms must be signed (by eSignature or manual signature) and submitted by the appropriate deadline 
date. 


FISAP Signature Options 
eSignature 


The CEO is encouraged to sign the FISAP electronically through the eSignature tab within the eCB System 
at cbfisap.ed.gov. eSignature instructions are available through a link on the eCB Login page and through 
the Help tab within the eCB System. 


Reminder: The FISAP form must be submitted before the FISAP eSignature may be submitted. 
Authorization and Access to eCB eSignature 


Access to the eCB system is provided by your school’s Destination Point Administrator (DPA) through SAIG 
Enrollment at fsawebenroll.ed.gov. Read, Write, and Submit access to eCB are required for the CEO to be 
able to use the eCB eSignature functionality. 


Reminder: Suspension and Deactivation of FSA User IDs applies to eCB eSignature authorizations. Please 
review the January 24, 2014, Electronic Announcement on the Information for Financial Professionals 
(IFAP) Website (ifap.ed.gov), Subject: Federal Student Aid System Access Change—Upcoming Suspension 
and Deactivation of Inactive FSA User IDs and Password Reset Change. 


Manual Signature 


The Department will also continue to accept the FISAP signature form manually. The manual process has 
not changed. To submit a manual signature for the FISAP, you must print the combined certification and 
signature pages for your FISAP submission, obtain the CEO’s signature, and mail these documents (with 
the original signature) to the address above. 


Annual Campus-Based Deadlines 


The Campus-Based Deadline dates Federal Register (FR) notices are listed by year at 


ifap.ed.gov/ifap/cbp_deadlines.jsp TIP 
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Release of tentative and final 


funding levels 
HEA 462(a) 
34 CFR 673.4 


Your school’s funding levels and corres- 
ponding worksheets will be posted in the 
“Self-Service” area on the eCB website at 
cbfisap.ed.gov/ecb/CBSWebApp/ 

before your school’s Campus-Based contact 
person will be notified by email when the 
tentative and the final funding levels are 
issued. Review your funding levels on the 
eCB website, and if you feel they are not 
correct, you may contact the Campus-Based 
Call Center at 877-801-7168. 


Tentative Funding 


Note that for all schools that complete a 
FISAP, the Department is statutorily required 
to notify you of your tentative Campus- 
Based funding levels for the upcoming 
award year on or before February 1. This is 
done via email communication through the 
eCB system. If you either do not receive this 
communication or believe that, for whatever 
reason, the tentative funding levels may be 
incorrect, you should contact your School 
Participation Team representative at the 
nearest Regional Office to inquire about why 
this may have occurred. If an error has truly 
occurred in your Campus-Based funding 
calculation, the Department may be able to 
correct the error before funding is finalized. 


Allocation of Campus-Based funds 


The Department allocates funds for the Campus-Based Programs 
directly to schools each award year, indicating for each program 
the amount of funding the school is authorized to receive from the 
Department for the award year. Using the information on the FISAP, the 
Department calculates the allocation amount using statutory formulas 
and the amount of funds appropriated by Congress for the program(s). 
A school will not receive an allocation that is in excess of its request. A 
school can receive two types of Campus-Based fund allocations—initial 
and supplemental. 


¢ Initial Allocation—the amount that the Department first al- 
locates to each participating school for an award year from new 
funds appropriated by Congress, according to statutory alloca- 
tion formulas. An eligible school receives an initial allocation 
for each Campus-Based Program in which the school partici- 
pates. ED bases your school’s initial allocation on the amount 
allocated to it for the 1999-2000 award year. 


¢ Supplemental Allocation—an additional amount of Campus- 
Based funds from the Department that is reallocated from 
the amount of unused Campus-Based funds returned from 
the previous award year by participating schools. Criteria for 
distributing these funds for each program are established in ac- 
cordance with the statute and regulation. 


Allocation schedule 


If your school submits the FISAP by the deadline (October 1), 
the Department will provide your school with tentative allocation 
information and your worksheet by February 1 of the following year 
and with final allocation information and worksheets by April 1 for 
the upcoming award year. In a Dear Colleague Letter, the Department 
notifies participating schools that they can view the methodology used 
for final award figures. The methodology can be examined at www.ifap. 
ed.gov. 


You can find the final funding worksheets for your school, your 
Electronic Statement of Account (ESOA), and your final award at 


cbfisap.ed.gov. 


To access your school’s final funding level worksheets and individual 
school awards, log in to the eCB website, select the Self-Service link from 
the top navigation bar, and scroll to the Campus-Based Notification 
Section, then, select Final Awards and Statement of Account. 


The Final Funding Worksheet shows the data that was used to 


determine a school’s allocation for each Campus-Based Program in which 
it participates and how each final allocation was determined. 
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If your school doesn’t receive its final allocation by April 1, it may 
mean that Federal Capital Contribution 
(Perkins) 


¢ your school lost its eligibility to participate in FSA programs; 
Congress has not authorized a Federal 


¢ your school is a new applicant for the FSA programs and/or for | Capital Contribution (FCC) for the Federal 
the Campus-Based Programs and its participation hasn't been Perkins Loan Program since the 2004-2005 
approved yet; or award year. 


¢ the Department has not received the FISAP signature/ 
certification form with the required original signature of the 
school’s CEO, or through the eCB system, the esignature of the 
CEO. 


If the reason(s) for holding the school’s final allocation is/are He : ; 
; : . It is important that schools review their 
resolved, the Department will release the school’s final allocation. tentative allocations and the supporting 
worksheets so they can address any 
The worksheet shows the actual numbers that were used to determine _| concerns before the allocation becomes 
a school’s allocation for each Campus-Based Program in which it Bal. 
participates and how each final allocation was determined. 


If your school is awarded a Supplemental Allocation, the Department 
will inform you before the end of September of the award year. 


Releasing and reallocation of funds 


If a school does not use its total allocation during an award year, it 
can release the unexpended portion of the allocation of federal funds to 
the Department during August following the award year. These released 
funds can be reallocated to schools that need additional funds for the Reduction and reallocation 
upcoming award year. This return of unexpended funds is called releasing 34 CFR 673.4(d)(3) 
Campus-Based funds. 
Each year in July, the Department posts an Electronic Announcement Releasing unexpended funds 
(EA) at ifap.ed.gov that asks schools to release any previous award year 34 CFR.673.4(d)(3) 
funds that they have not expended and offers schools the opportunity 
to request supplemental FWS funds for community service. The 
Reallocation Form for schools wishing to return funds or request 
supplemental FWS funds can be found in the Setup Section of the eCB 
website (cbfisap.gov). 


You must complete the Campus-Based Reallocation Form (on the 
eCB website) if you 


¢ did not spend your entire allocation in any of the Campus- 
Based Programs, or 


¢ want to request supplemental FWS funds to pay students in 
community service jobs (based on the criteria discussed later 
in this section). 
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Single Institutional 
Applications 


To qualify for a Title Ill or Title V waiver 
of the nonfederal share requirement, an 
institution (one having a unique six-digit 
OPEID with a two-digit extension of “00”) 
must complete its own Title Ill or Title V 
application for designation and must 
submit its own FISAP. 


A school may request supplemental FWS funds if it has 


¢ spent at least 5% of its total FWS funds for the award year to 
compensate students employed as reading tutors of children 
or in family literacy activities as part of its community service 
activities, and 


+ an FWS fair share shortfall as shown on the school’s final fund- 
ing worksheet, provided with the final allocation letter. 


After schools release their unexpended allocations, ED reallocates the 
funds to schools that have met the criteria for receiving a supplemental 
allocation. Criteria for distributing these funds for each program are 
established in accordance with the HEA and the Campus-Based Program 
regulations. 


Reallocation of unexpended Campus-Based Funds 


Unexpended FSEOG and FWS funds returned to ED will be 
reallocated to an eligible school in a manner that best carries out the 
purposes of the Campus-Based programs. 


For more detail on reallocation for the current award year, please 
review the Campus-Based Electronic Announcements on IFAP at 


ifap.ed.gov. 


Underuse Penalty and Waiver 


If a school returns more than 10% of its allocated funds for a given 
award year in any one of the Campus-Based Programs, the Department 
may reduce the school’s allocation for the second succeeding award 
year by the dollar amount returned unless the Department waives this 
provision. For example, if the school returns more than 10% of its 2015- 
2016 allocation, its 2017-2018 allocation may be reduced by the dollar 
amount returned for 2015-2016. If the school can show just cause, the 
Department can waive this provision. The waiver must be requested in 
writing. 


The Department may waive this penalty provision for a school if it 
finds that enforcement would be contrary to the interests of the program. 
To request a waiver, a school must submit an explanation with its FISAP 
by the deadline that shows that the school returned more than 10% of 
its allocation due to circumstances beyond its control and that are not 
expected to recur. 


To request a waiver, a school must submit an explanation of the 


circumstances with its FISAP. ED explains the process a school must use 
to request a waiver in the FISAP instruction booklet. 
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ED may waive this provision for a specific school if the school 
returned more than 10% of its allocation due to circumstances that are 
beyond the school’s control and are not expected to recur. 


PAYMENT METHODS AND CONDITIONS 


Before requesting and disbursing FSA program funds, schools must 
meet certain conditions. These conditions vary depending on the way 
ED provides funds to schools. For more detail about the methods and 
conditions through which ED provides funds, see Volume 4. A school 
should not request funds in excess of the actual disbursements it has 
made or will make to students within he timeframe allowed. 


TRANSFER OF CAMPUS-BASED FUNDS 


To help meet their students’ need, schools may transfer funds from 
certain Campus-Based Programs into certain other Campus-Based 
Programs. The Department’s permission is not required. Schools may 
also carry FWS or FSEOG funds back to the previous award year or 
forward to the next year. 


Several general rules apply to the transfer of funds between Campus- 
Based Programs: 


¢ You must award transferred funds according to the require- 
ments of the program to which they are transferred. 


¢ You must report the transfer of funds on the Fiscal Operations 
Report portion of the FISAP. 


¢ Any transferred funds that are unexpended must be transferred 
back to the original program at the end of the award year. 


You may not transfer funds from one program to another unless 
you have awarded funds to students in the program from which you 
are transferring in the same award year. For example, you may not 
transfer FWS funds to another program in 2016-2017 if you are not also 
making FWS awards in 2016-2017. 


Descriptions of individual program fund transfers follow. In all cases, 
funds transferred that are unexpended at the end of the award year 
must be transferred back to the original program, and all transfers 
must be reported on the FISAP. 


a) 
Transfer 

34 CFR 674.18(b) 

34 CFR 675.18(e) 

34 CFR 676.18(b) 


FWS transfer to Perkins and FSEOG 
transfer to FWS 
U.S.C. 1095 [HEA section 488] 


Matching of Transferred Funds 


If a school transfers Federal Perkins Loan 
funds to either FSEOG or FWS before 
depositing those funds in the school’s 
Federal Perkins Loan fund, the school 
provides the match required by the FWS or 
FSEOG programs. 


A school’s future allocations for the 
Campus-Based Programs are not affected 


by past transferring of funds between 
programs. 
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Carry forward/carry back Transferring Funds Between 
Campus-Based Programs 


34 CFR 675.18(b)(c)(d)(e) & (f) 
34 CFR 676.18(b)(c)(d)(e) & (f) 


General Principles 


The official authorization letter for a 
specific award period is the school’s 
authority to transfer funds across years or 
to other Campus Based Programs. A school 
may not carry forward or carry back FWS 
funds to any award year in which there is 
no specific FWS allocation, and the same 
requirement holds for FSEOG funds. 


Note that funds may not 
be transferred from the 
FSEOG Program to the 
Perkins Loan Program. 


FSEOG 
Questions about Transferring A school may transfer up to 25% of its FSEOG allocation to its FWS 
Funds or Carrying Them allocation. (A school must have an FWS and FSEOG allocation for any 


Forward or Back year it wants to transfer funds from FSEOG to FWS.) Also, you may not 


jyoulewecuesseiecacire oe BS FSEOG funds to FWS unless you have awarded FSEOG funds 
Based Program fund adjustments, to students in the same award year that you intend to make the transfer. 
transferring funds between Campus-Based| A school may not transfer funds carried forward or back from other G3 


Programs, or the carry forward and carry award years to a different Campus-Based program. 
back authority for Campus-Based funds, 


contact the Campus-Based Call Center at 
u A school must match any FWS funds transferred to FSEOG at the 


877-801-7168 matching rate of that FSEOG program, but the match doesn’t have to be 


made until the transfer has occurred. 
Customer service representatives are 


available Monday through Friday from 

8:00 a.m. until 8:00 p.m. (ET). You may also FWS 

paal You may not transfer FWS funds to FSEOG unless you have an ‘a 
cbfob@ed.gov. allocation in both programs and have made awards to students from 

both programs for the award year. Your school must have a Perkins 

Loan Level of Expenditure from the Department for the award year in 

order to transfer funds to Perkins. 


A school may transfer up to 25% of the sum of its initial and FWS 
allocations for an award year to its FSEOG or Perkins Loan Program. 
Moreover, the total transfer cannot exceed 25% of the FWS allocation, 

Any Campus-Based funds transferred to whether the transfer is made to one program or divided between 
another program must be entered in G5 as| FSEOG and Perkins. Please note that FWS supplemental funding Q 


G5 Entry Required 


a drawdown against the original program | may not be transferred to another Campus-Based program. All FWS 
award, NOT the program to which the 


eric Gang eal supplemental funding must be spent in community service. 
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Funds carried forward to the next year or carried back to the previous 
year do not change the basis for the 25% maximum transfer. You must 
match any FWS funds transferred to FSEOG at the matching rate of the 
FSEOG Program, but the match doesn’t have to occur until after the 
transfer has occurred. 


If your school is actively advancing Perkins funds to students, you 
may transfer up to 25% of your initial FWS allotment allocation to your 
Perkins Loan fund. A school’s entire FWS supplemental funding must be 
spent in community service. You must make the appropriate Institutional 
Capital Contribution as soon as you make the transfer. A school may not 
transfer funds from FWS to Perkins to resolve unexpended funds or 
avoid a penalty. 


Perkins 


A school may transfer up to 25% of the sum of its initial and supplemental 
annual Federal Perkins Loan allocation to FSEOG or FWS. If your school is 
a work-college, you may transfer up to 100% of your total Federal Perkins 
Loan allocation (initial plus supplemental) to the Work-Colleges Program. 
You must match any Federal Perkins funds transferred to FSEOG or FWS at 
the matching rate of that program. You must adjust the match as soon as you 
make the transfer. Except for work-colleges, the total transfer cannot exceed 
25% of the Federal Perkins Loan allocation, whether the transfer is made only 
to one program or divided between FSEOG and FWS. 


FSEOG AND FWS CARRY FORWARD/CARRY BACK 


Your school may spend up to 10% of its initial FWS authorization, or 
10% of its FSEOG initial plus supplemental authorization in the following 
award year (carry forward). Before a school may spend its current year’s 
allocation, it must spend any funds carried forward from the previous 
year. 


Your school is also permitted to spend up to 10% of its current 
FWS authorization, or 10% of its FSEOG initial and supplemental 
authorization for expenses incurred in the previous award year (carry 


back). 


Your school must match FWS or FSEOG funds carried forward or 
carried back in the award year that they are spent. A school’s future FWS 
or FSEOG program allocation is not affected by carrying forward or 
carrying back funds between award years. 
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School Must Have Perkins LOE 
for Award Year 


Because a school maintains a revolving 
Perkins Loan fund, it does not need to 
receive a Perkins Loan FCC allocation for 
an award year to be able to transfer an 
allowable percentage of its FWS allocation 
for that award year to the Federal Perkins 
Loan Program. However, the school must 
have a Perkins Loan Level of Expenditure 
(LOE) from ED for that award year. The LOE 
is the authority from ED for the school to 
participate and spend monies from the 
Perkins Loan Fund for that award year, 
including making new loans to students. 
The official FWS allocation letter and the 
Perkins Loan LOE is the school’s authority 
to exercise the FWS to Perkins Loan 
transfer option. 


G5: Funds Carried Forward/ 
Back 


Any FWS funds carried forward or carried 
back between award years must be 
entered in G5 as an expenditure against 
the FWS authorization for the award year 
from which the funds were taken—not 
the authorization for the award year in 
which the funds were used. The same 
requirement holds for FSEOG funds. 
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G5 Transactions 


The transfer provisions do NOT allow for 
moving funds between programs and 
between years within the G5 payment 
system. The transfer of Campus-Based 
funds is reported on the Fiscal Operations 
Report and Application to Participate 
(FISAP) only. (EA June 28, 2012.) 


Adjustments are NOT made in the G5 
payment system. All funds must remain 
in the G5 system in the original program 
award identifier (PO33AxxXXXX for FWS 
and POO7AxxXXXX for FSEOG) and in the 
year received. 


6-16 


Carry back funds for summer FWS employment 
and FSEOG awards 


You may carry back FWS funds for summer employment that is part 
of the prior award year; that is, you may use any portion of your school’s 
initial FWS authorization for the current award year to pay student wages 
earned on or after May 1 of the previous award year but prior to the 
beginning of the current award year (July 1). This summer carry back 
authority is in addition to the authority to carry back 10% of the current 
year’s FWS allocation for use during the previous award year. 


Also, your school may spend any portion of its current award year’s 
initial and supplemental FSEOG allocations to make FSEOG awards to 
students for payment periods that began on or after May 1 of the prior 
award year but ended prior to the start of the current award year (carry 
back for summer). This carry-back authority for summer FSEOG awards 
is in addition to the authority to carry back 10% of the current award 
year’s FSEOG allocation for use during the previous award year. 


Carry forward/carry back 


2015-2016 
Allocation 


2016-2017 
Allocation 


2014-2015 
Allocation 


Rule: A school may transfer up to 10% of its current year 
authorization for FWS, and up to 10% of its current year initial 
plus supplemental FSEOG authorization, forward to the next 
award year, or back to the previous award year. 


FWS limitations on use of funds carried forward or back 


Schools are not permitted to add funds that are carried forward or 
back to the total FWS allocation for an award year when determining the 
maximum percentage of available funds that may be used in that award 
year for any of the following purposes 


¢ transferring FWS funds to FSEOG; 


¢ providing the federal share of wages in private for-profit sector 
jobs; 


¢ — the Job Location and Development (JLD) Program. 


For example, if a school carries $10,000 forward from 2014-2015 
to 2015-2016, it may not include the $10,000 in the total 2015-2016 
allocation for these three purposes. For these purposes, the 2015-2016 
percentage is based on a schools total 2015-2016 FWS initial allocation 
for the 2015-2016 year. 
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Reporting funds carried forward and back 


On the FISAP, you must report FWS or FSEOG funds that your 
school carries back and carries forward. For example, if'a school carried 
forward 10% of its FWS 2015-2016 allocation to be spent in 2016-2017, 
the school must report this amount on the FISAP in Part V of the Fiscal 
Operations Report for 2016-2017 due September 30, 2017. 


FEDERAL AND NONFEDERAL SHARES (MATCHING) 


The amount that a school may spend in a Campus-Based Program 
is composed of both federal and nonfederal funds. With the exception of 
certain schools (see below), schools that participate in the Campus-Based 
Programs must provide nonfederal funds as a match for the federal funds 
they receive. The specific matching requirements for each Campus-Based 
Program are different. For more detail on the requirements of federal and 
nonfederal shares for each program, see the program-specific sections 
later in this chapter. 


Federal share of FWS 


In general, the federal share of FWS wages paid to a student may 
not exceed 75% of the student’s total wages. However, there are some 
important exceptions to this rule. 


1. Ifthe student is working for a private for-profit organization, 
the federal share of the student’s wages may not exceed 50%. 


2.  Aschool may use the federal share to pay up to 100% of the FWS 
wages if the work performed by the student is for the school itself 
and the school is an excepted institution or a federal, state, or 
local public agency, or for a private nonprofit organization. The 
student must be 


« employed as a reading tutor for preschool-age children 
or elementary school children; 

e employed as a mathematics tutor for children in 
elementary school through ninth grade; 

e performing family literacy activities in a family lit- 
eracy project that provides services to families with 
preschool or elementary age children; or 

e employed in community service activities and is per- 
forming civic education and participation activities in 
community service projects. 


A school is not required to ask the Department for a waiver 

of the FWS nonfederal share requirement to receive the 100% 
federal share authorization for an FWS student employed in one 
of these jobs. Instead, the school should use 100% federal dollars 
to pay such a student and then show on its FISAP that it did so. 


FSA HB August 2016 


Federal Share 

34 CFR 674.8(a) 

34 CFR 675.26 & 675.33(b) 
34 CFR 676.21 


Job Location & 
Development 


A school may use up to 10% or $75,000 
of a school’s FWS allocation for its Job 
Location and Development Program. 


The federal share of allowable costs in 
carrying out the JLD Program may not 
exceed 80% of such costs. (See Chapter 2.) 


Wages from federal agency 


The portion of the FWS wages contributed 
as the school share by a federal off- 
campus agency is not considered part of 
the “federal share.” Thus, a federal agency 
may provide the required share of student 
compensation normally paid by off- 
campus agencies plus any other employer 
costs that they agree to pay. 
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3. A school may use the federal share of FWS wages to pay up to 
90% of a student’s wages if all the following conditions are met: 


The student is employed at a private nonprofit or- 
ganization or a federal, state, or local public agency. 
(Employment at the school itself is not eligible.) 


The school does not own, operate, or control the 
organization or agency. To satisfy this requirement, 
your school must keep a statement in the school’s file, 
signed by both the agency and the school, stating that 
they have no such relationship. 


The school selects the organization or agency on a 
case-by-case basis. This requirement is satisfied when 
the school selects the agency through its normal pro- 
cess of selecting potential employers. 


The organization or agency must be unable to pay the 
regular nonfederal share. To satisfy this requirement, 
the school must keep in its file a signed letter from an 
official of the agency stating that the agency cannot 
afford to pay the regular nonfederal share. 


The 90% federal share is limited to no more than 10% 
of the students paid under the FWS Program. For 
purposes of this calculation, the school must use the 
total number of FWS students paid during the current 
award year. The 10% limit on the number of students 
paid with the 90% federal share does not include stu- 
dents whose FWS wages have been exempted from the 
full nonfederal share requirement due to being em- 
ployed as a reading or mathematics tutor, performing 
family literacy activities, or performing civic educa- 
tion and participation activities in community service 
projects. 


The federal share can be 100% for a school 

designated as an eligible institution under Title II or 
Title V of the HEA. (See discussion under 

Title III and V Non-Federal Share Requirement 
Waiver for the FSEOG and FWS Programs later in this 
chapter). 


Federal share of Perkins 


The federal funds allocated to a school in an award year under 
the Federal Perkins Loan Program are called the Federal Capital 
Contribution (FCC), and the matching share is called the Institutional 
Capital Contribution (ICC). Congress has not authorized new Federal 
Capital Contribution since the 2004-2005 award year. 
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Federal share of FSEOG 


In general, the federal share of Federal Supplemental Educational 
Opportunity Grant (FSEOG) awards made to students may not exceed 
75% of the total FSEOG awards made by the school. 


The federal share can be 100% for a school designated as an eligible 
institution under Title III or Title V of the HEA. (See the discussion 
under Title III and V Non-Federal Share Requirement Waiver for the 
FSEOG and FWS Programs later in this chapter.) 


NONFEDERAL SHARE 


Nonfederal share of FWS 
The nonfederal share of a student’s FWS wages must be at least 25% 


each award year, except as noted in the previous section. Your school may 


use any resource available to pay its share of FWS compensation except 
federal funds allocated under the FWS Program (or any other program 
funds where this use is prohibited). The school’s share may come from 
its own funds, from outside funds (such as from an off-campus agency), 
or from both. However, if a student is employed by a private, for-profit 
organization, that organization must provide the nonfederal share. 


Your school may also pay the institutional share with noncash 
contributions. If the school’s noncash contribution is less than the 
remaining 25%, the school must make up the difference in cash. 


Funds from programs sponsored by federal agencies (such as the 
National Science Foundation or the National Institutes of Health) may 
be used to pay the nonfederal share, as long as the programs have the 
authority to pay student wages. A school should contact the appropriate 


federal agency to see if the program in question does have this authority. 


Nonfederal share of FSEOG 


The school must ensure there is a nonfederal match of 25% of the 
total FSEOG awards. The nonfederal share of FSEOGs must be made 
from the school’s own resources. These resources may include 

¢ institutional scholarships and grants; 
¢ waivers of tuition or fees; 
¢ the nonfederal portion of state scholarships and grants; and 


¢ funds from foundations or other charitable organizations. 


Nonfederal share of FWS 
34 CFR 675.27 


Contributing Greater than 
Minimum Nonfederal Share 


of FWS 


An employer can choose to contribute 


more than the minimum required 


nonfederal share. For example, if a school 
has a large demand for FWS jobs from its 
various departments, it may contribute 
more than the usual 25% to allow for 
additional employment. However, schools 
should not report any contributions over 
the 25% requirement on the FISAP. 


Nonfederal share of FSEOG 
34 CFR 676.21(0) 
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Use of State Grants in FSEOG 
Matching 


All State scholarships and grants 
(including state vocational rehabilitation 
grants) are eligible funds that may be 
used to meet the nonfederal share 
requirement for the FSEOG Program. 


Note that if a state grant includes 
any federal funds, those federal 
funds may not be included in the 
match. 
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The nonfederal share requirement is 25% of awards to students. In 
the following discussion of these methods, you should note that for a 
student to meet the definition of an FSEOG recipient, some portion 
of the grant awarded the student must have come from the FFEOG 
federal dollars. Note that the federal share can be 100% for a school 
designated as an eligible institution under Title III or Title V of the 
HEA. (See the discussion under Title III and V Non-Federal Share 
Requirement Waiver for the FSEOG and FWS Programs later in this 
chapter.) 


The Higher Education Act of 1965, as amended, provides that the 
Federal share of awards made to students under the Federal Supplemental 
Educational Opportunity Grant (FSEOG) Program may not exceed 
75 percent. The 25 percent nonfederal share of FSEOG awards must come 
from an institution’s own resources, including institutional scholarships 
and grants, tuition or fee waivers, state scholarships and grants, and 
foundation or other charitable organization funds. 


By the time the FSEOGs are disbursed (regardless of when in the award 
period the disbursements are made), the required match must have been 
accomplished; that is, the school’s own resources must have been disbursed 
before or at the time the federal dollars are disbursed. However, outside 
resources (such as state grants, foundation, or other charitable organization 
funds) can be used to match FSEOGs even if the funds are received at a 
later date, provided that the school has written information about funds 
that the noninstitutional agency or organization is awarding to the student 
involved. The written information must be kept on file at the school. 


Types of nonfederal FSEOG matching 
Individual recipient basis 


The school ensures that the nonfederal match is made to each 
individual FSEOG recipient together with the federal share in such a 
way that every student’s FSEOG award consists of 75% federal funds 
and 25% qualified nonfederal funds. A school using this method 
calculates and documents on a student-by-student basis what portion of 
the student’s FSEOG award comes from federal funds and what portion 
comes from nonfederal funds. Note that for the purpose of a Return of 
Title IV Funds calculation, only 75% of the funds are considered federal 
funds when a school uses this method of matching. 


Aggregate basis 


The school ensures that the sum of all funds awarded to all FFEOG 
recipients in a given award year consists of 75% federal dollars and 
25% qualified nonfederal funds. A school using this method calculates 
and documents on an aggregate basis what portion of total federal and 
qualified nonfederal funds awarded to all FSEOG recipients comes from 
federal funds and what portion comes from nonfederal funds. 
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For example, if a school awards a total of $60,000 to all FFEOG 
recipients in an award year, it must ensure that $45,000 comes from 
federally allocated funds and $15,000 comes from nonfederal funds. The 
school may meet this requirement by awarding qualified nonfederal 
funds to FSEOG recipients on a student-specific basis. For example, 
if the school makes a total of $60,000 in FSEOG awards to a total of 
100 students, the entire nonfederal share may be met by awarding a 
total of $15,000 in nonfederal resources to only five FSEOG recipients. 
However, each of the 100 FSEOG recipients must receive some FSEOG 
federal funds. Note that for the purpose of a Return of Title [IV Funds 
calculation, only 75% of the funds are considered federal funds when a 
school uses this method of matching. 


Fund-specific basis 


The school establishes an FSEOG account for federal program funds 
and deposits the required 25% qualified nonfederal matching share into 
the fund. The matching funds must be deposited at the same time the 
federal funds are deposited. Awards to FSEOG recipients are then made 
from this mixed fund. Schools using the fund-specific method must 
deposit their institutional match at the time they receive the federal share 
funds. For the purpose of a Return of Title IV funds calculation, 100% 
of the funds are considered federal funds when a school uses this 
method of matching. 


Nonfederal share of Perkins 


The nonfederal share required from the school’s own funds for 
the Federal Perkins Loan Program is called the Institutional Capital 
Contribution (ICC). There will be no new FCC for 2016-2017. However, 
a school may contribute institutional funds to the Perkins revolving 
fund, through a short term loan or as additional ICC, and report these 
contributions in Part III of the FISAP. 


Title Ill and V Nonfederal Share Requirement Waiver for 


the FSEOG and FWS Programs Clarification) 


Schools participating in the FWS and FSEOG programs are normally Help with Waivers 
required to provide a nonfederal share under each program. However, 


‘ ea : : For questions about the Title III/V waiver 
certain schools are eligible for a waiver of those requirements under i 


of the nonfederal share requirement for 


the FSEOG regulations. To receive a waiver of the FWS and FSEOG the Campus-Based Call Center at 877/801- 
nonfederal share requirement, the school must be designated by 7168. Customer service representatives 


are available Monday through Friday from 
8:00 A.M. until 8:00 P.M. (ET). You may also 
e-mail cbfob@ed.gov. 


the Department of Education’s Office of Postsecondary Education 
Institutional Service (OPE/IS) as an eligible Title III or Title V institution 
under the Higher Education Act (the HEA). These waivers are for the 
year following the year in which the institution receives the Title III or 
Title V designation. 
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Help with Title III or V Eligibility 


If you have questions about Title Ill or Title 
V eligibility, contact 


U.S. Department Of Education 

Office of Postsecondary Education 
Strengthening Institutions Program 
Lyndon Baines Johnson (LBJ) Building 
400 Maryland Avenue, S.W. 
Washington, DC 20202 


Christopher Smith 
christopher.smith@ed.gov 
202-219-7012 

or 
Jeffrey Hartman 
jeffrey.hartman@ed.gov 
202-502-7607 


Information is also available on the OPE/IS 
Website: 
www2.ed.gov/about/offices/list/ope/ 
idues/eligibility.html 


For a complete treatment of Application 
for Designation as a Title Ill or Title V (Title 
III/V) go to The Electronic Announcement 
on Application for Designation as a Title 
Ill or Title V (Title III/V) Institution and a 
Waiver Request at 
www.ifap.ed.gov/eannouncements/ 
041415AppforDesigTitlelllorTitlelVReq/ 
ForWaiverNonFedShareReqCBP.html 
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To qualify for a Title III or Title V waiver of the nonfederal share 
requirement, an institution (one having a unique six-digit OPEID with 
a two-digit extension of “00”) must complete its own Title III or Title V 
application for designation and must submit its own FISAP. 

Note: Although an institution is granted a waiver, it may choose to 
continue providing an institutional share and to determine the 
amount of that share for one or both of the programs. 


It is important to note that the 50-percent federal share limitation 
for FWS wages paid to students employed by a private, for-profit 
organization and the 80-percent federal share limitation for the 
administration of the Job Location and Development (JLD) Program are 
not waived under the Title III or Title V designations. The institutional 
share requirements for these two categories of FWS expenditures are 
never waived. 


Designation as an Eligible Institution for Title III or Title V 
Programs 


The Department’s Office of Postsecondary Education (OPE) has 
instituted a process known as the Eligibility Matrix (EM) under which 
institutional data submitted to the Integrated Postsecondary Education 
Data System (IPEDS) is used to determine which institutions meet the 
basic eligibility requirements for programs authorized by Title III and/or 
Title V of the HEA. OPE will review eligibility and make the information 
available on the EM annually via the OPE/IS Website at 


http://opeweb.ed.gov/title3and5/ 


Institutions that do not appear in the EM as being eligible for a 
Title III or Title V program may apply for a waiver with OPE to be 
reconsidered. 


Availability of the EM and the waiver application is published each 
winter in an Electronic Announcement on the IFAP Website ifap.ed.gov/ 
ifap/, once the Federal Register notice and the deadline date for the 
waiver application is posted to the OPE/IS Website. 


Institutions Currently Receiving Funding under a Title III or 
Title V Grant 


A school that receives grant funding under Title III or Title V is 
eligible for the FWS and/or FSEOG nonfederal share waiver for the entire 
duration of its grant. In the event that the school does not appear on 
the EM as an eligible institution but is receiving a grant for the year in 
question, they are not required to apply for a waiver with OPE in order 
to receive the nonfederal share waiver as long as its grant funding can be 
verified by OPE. 
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Schools Designated as Historically Black Colleges and Universities (HBCU) or 
Tribally Controlled Colleges and Universities (TCCU) 


A school that has been designated as an HBCU or TCCU but that does not appear on the EM as an eligible 
institution is also not required to submit a waiver application to OPE in order to qualify for the FWS and/ 
or FSEOG nonfederal share waiver. HBCUs and TCCUs will automatically qualify for the nonfederal share 
waiver each year as long at the school maintains this designation. 


Notice 


The Department will send a notice to the financial aid administrator of the Title III/V designated school, 
indicating that waivers have been granted. A school that is granted a waiver may choose to continue 
providing an institutional share and to determine the amount of its share for one or both of the programs. 


ADMINISTRATIVE COST ALLOWANCE (ACA) 


A school participating in the Campus-Based Programs is entitled to 
an Administrative Cost Allowance (ACA) for an award year if it advances Reporting ACA on the FISAP 
funds under the Perkins Loan Program, provides employment under the 
FWS Program, or awards grants under the FFEOG Program to students baal aolmentAnaauan 
et . the award year on the FISAP prior to the 
in an award year. The ACA may be used to help offset administrative Dacemiber 15th deadline to submit FISAB 
costs, such as salaries, furniture, travel, supplies, and equipment. The corrections. No increases or additional 
ACA can also be used for service fees that banks charge for maintaining claims to ACA will be permitted after that 
accounts. Computer costs associated with Perkins Loan billing may also date, 
be paid from this allowance. Schools may use the allowance to help pay 
the costs of administering not only the Campus-Based Programs but 
the Federal Pell Grant Program as well. Administrative costs also cover 
expenses for carrying out the student consumer information services 
requirements. 


The amount of the ACA is calculated as a percentage of the school’s 
expenditures to students for an award year under the Campus-Based 
Programs. 


5% of the first $2,750,000 of a school’s 
Campus-Based expenditures to students 


+ 


4% of Campus-Based expenditures 
greater than $2,750,000 but less than $5,500,000 


+ 


3% of Campus-Based expenditures 
greater than $5,000,000 
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Deadline for making ACA 
accounting entries 

Campus-Based Program ACA accounting 
entries must be posted no later than June 30 
of the award year for which expenditures for 
those costs were made. 


34 CFR 673.7(g), 673.4(f) and 673.4(g). 
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When a school calculates its ACA for the award year, the school is 
to include in its calculation the full amount of its FSEOG awards—both 
the 75% federal share and the required 25% nonfederal share. However, 
a school that chooses to provide more than a 25% institutional share 
to FSEOG recipients may not include an FSEOG institutional share in 
excess of 25% in its FISAP or in the calculation of its ACA. 


If a school makes no match after receiving a waiver of its required 
institutional share for the FSEOG Program or the FWS Program, that 
school’s ACA may be calculated only on the full federal portion of its 
awards for those programs. 


A school may not request a Perkins ACA if it has not made any 
Perkins Loans during the year. 


The school takes the ACA out of the annual authorizations the 
school receives for the FSEOG and FWS programs and from the 
available cash on hand in its Perkins Loan fund. It is not a separate 
allowance sent to the school. A school may draw its allowance from any 
combination of Campus-Based Programs, or it may take the total 
allowance from only one program, provided there are sufficient funds in 
that program. However, a school may not draw any part of its allowance 
from a Campus-Based Program unless the school has disbursed funds to 
students from that program during the award year. Ifa school charges 
any ACA against its Perkins Loan fund, it must charge these costs during 
the same award year in which the expenditures for these costs were made. 


Your school may use up to 10% of the ACA, as calculated previously, 
as attributable to its expenditures under the FWS Program to pay the 
administrative costs of conducting its program of community service. 
These costs may include 


¢ developing mechanisms to assure the academic quality of a stu- 
dent's experience; 


¢ assuring student access to educational resources, expertise, and 
supervision necessary to achieve community service objectives; 
and 


¢ collaborating with public and private nonprofit agencies and 
programs assisted under the National and Community Service 
Act of 1990 in the planning, development, and administration 
of these programs. 


Some schools do not claim an ACA so that all the funds can be used 
for student awards. This option is the school’s decision. 
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FUNDS AVAILABLE FOR AWARDS 


The general principle for all Campus Based Programs is that the Reminder 
amount of funds available for awards is the federal share, plus the Disbursing Time Frame 
institutional match (unless otherwise waived), minus the ACA if the 
school chooses to claim ACA. 


Your school must disburse FSEOG and FWS 
funds as soon as possible but no later than 
three business days following the day your 
school receives those funds. 


PROJECTING NEED 


The maximum amount of federal funds a school may draw down 
from each Campus-Based Program is based on the school’s initial 
allocation and supplemental allocation for that program, as reported to 
the school in its Final Funding Authorization from ED. 


Except at those Title III and Title V eligible schools that qualify for a 
waiver discussed earlier in this chapter under Title III and V 
Nonfederal Share Requirement Waiver for the FSFEOG and FWS 
Program, each Campus-Based Program requires that awards made to 
students be a combination of both federal and nonfederal funds. To 
accurately determine immediate cash need for Campus-Based Programs, 
you must calculate the portion of disbursements from each program that 
may be made up of federal funds, including funds carried forward. The 
amount of funds drawn down represents the federal share only. You must 
deposit institutional matching funds at the time the federal funds are 
deposited into the account from which Campus-Based awards will be 
made. 


A school on the advance payment method must determine the 
amount of funds it needs before it transmits a request to draw down 
those funds through G5 payment system. The amount requested must 
be limited to the minimum amount needed to make disbursements, so 
excess funds do not exist after disbursements are made. For the Campus- 
Based Programs, the amount must be enough to meet the federal share of 
Campus-Based disbursements and the ACA when applicable. 


The following equation may be used to calculate projected immediate 


needs: 
Anticipated Disbursements 


minus Balance of Cash on Hand 
minus Anticipated Recoveries 
minus ACH/EFT Cash in Transit 


equals Projected, Immediate Need 


GD A school should not draw down funds that exceed its immediate 
need. 
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Program-specific considerations 
Federal Perkins Loan Program 


A school must determine whether the cash available in its Federal 
Perkins Loan fund is sufficient to make loan advances to students. In 
years funds are allocated for the Perkins Loan Program, a school may 
draw down only that portion of the FCC it needs to cover disbursements 
for the next three business days. 


FSEOG 


In the FSEOG Program, a school must time its drawdowns to 
coincide with the date it expects to disburse FSEOG funds to students. A 
school may draw down only the federal share of the FSEOG awards it will 
disburse to students within three business days of receiving the funds. 


FWS 


A school must time its FWS drawdowns to coincide with its payroll 
dates. A school must calculate the amount of federal funds needed to 
meet payroll for a given pay period and draw down only the appropriate 
federal share of wages to be paid. Student wages must be paid within 
three business days of the date federal funds are received. 


Timing issues 


When a school initiates a drawdown from G5, a school should 
consider that processing requests within G5 typically takes one to three 
business days and whether the school is using ACH/EFT or FEDWIRE. 
Schools should also be aware of system downtime, federal holidays, and 
other delays in processing cash requests when determining immediate 
need. 


Requests made by 3 p.m. ET are deposited next business day 
¢ Requests made after 3 p.m. ET are deposited within two business 
days 
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DRAWING DOWN FUNDS 


Schools use the G5 system to draw down Campus-Based funds. 
To begin drawing down funds, log into G5 using the new two-factor 
authentication system. On the top panel, hover your cursor over the word 
Payments. From the options that appear, select Create Payments. The 
payment requests screen allows you to create, modify, and view payment 
requests. 


Once you have selected Create Payments, you will see a list of awards. 


The award(s) will populate with corresponding authorized and 
available balances from which drawdowns can be initiated. A school may 
use the Recipient Reference Field to identify the award type (ie., FWS, 
FSEOG, etc.). 


An important step in creating payment requests is setting the 
Deposit Date. The default deposit date displayed is based on the method 
the school has selected for receiving funds (ED’s transmission method). 
The default date assumes that you are going to disburse the funds within 
three business days of the deposit date. However, you may set a deposit 
date that is up to 30 days after the current date. 


For ACH payments, the default deposit date is the next business day 
if received prior to 3:00 p.m. Eastern time (ET), or two business days later 
if submitted after 3:00 p.m. If the request is made after 3:00 p.m. ET on 
Friday, the Deposit Date is the current date plus two days. 


For payments by FEDWIRE, the default deposit date is the current 
date if the request is submitted before 2 p.m. ET, or the next day if 
submitted after 2 p.m.. If the request is made after 2:00 p.m. ET on 
Friday, the Deposit Date is the current date plus two days. 


After entering the request amount, click Continue. If you agree to the 
certification statement on the next screen, you will click Submit on the 
next page to complete the payment request. 


After you have created payment requests, G5 performs validations. 
If the G5 system encounters a problem, the payment will not post and 
you will be notified by email. If there’s a problem with your request, you 
should contact the G5 Hotline for help in resolving the problem. 


G5 website: WWW.g25.g0V 
G5 Hotline: Phone: 888-336-8930 
Email: edcaps.user@ed.gov 
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Two-Factor Authentication 


The U.S. Office of Management and Budget 
has mandated that all federal agencies 
implement increased cybersecurity 
capabilities to prevent unauthorized 

access to government systems. The U.S. 
Department of Education is implementing 
a more secure means for users of the 

G5 Grants Administration System to 

gain access, referred to as Two-factor 
Authentication (TFA). 


TFA is a security process in which the user 
provides two means of identification from 
separate categories of credentials. One is 
typically something that you know, such 
as a password; and the other is something 
that you have, such as a security code you 
download from your mobile device. The 
combination of these two security factors 
makes it more difficult for someone to 
access government systems. Once both 
the first and second factors are validated, 
users are allowed into the G5 system. 


Two-factor Authentication will be rolled 
out to G5 users in groups starting in mid- 
April 2016 and extend through the end of 
June 2016. 


Each group of users will be notified via an 
email a week before they are required to 
begin logging into G5 using Two-factor 
Authentication. 


You can find training on Two-factor 
Authentication at www.G5.gov under 
the HELP menu. You do not need to be 
a registered user to access the training 
materials. 


If you have any questions, please contact 
the G5 Hotline using one of the options 
below: 
Phone number: 1-888-336-8930 
Email: edcaps.user@ed.gov 
Go to the self-help portal at 
edcaps.force.com to submit a ticket. 
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Potential errors include but are not limited to 


¢ deposit date that is not in the required format 
(MM/DD/YY); 


¢ deposit date that is more than 30 days from the current date; 


¢ deposit date that is earlier than the default date for the method 
of transmission selected in Pay By field; 


¢ deposit date that is earlier than the award start date, or later 
than the last date to draw funds; 


¢ — request that is non-numeric or negative; 
¢ request in which all fields are zero; and 


¢ request that exceeds the available balance displayed in the 
available balance field. 


If no errors are encountered, G5 displays a confirmation window, to 
ensure that the user intends to submit the information. You must click 
Yes to certify that the funds will be expended within three business days 
for the purpose and condition of the grant. Once you have completed the 
process, you will receive an email confirming your payment request has 
been accepted. 
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CAMPUS-BASED RECORDKEEPING 


A school must follow the recordkeeping requirements nthepoadWIl—>——eeeEee--E— 


Provisions (discussed in Volume 2) and those specific to the Campus- netehtion et Pecord> 
General Provisions 


Based Programs. 34 CFR 668.24 
Perkins Loans 

A school must keep financial records that reflect all Campus-Based 34 CFR 674.19 
Program transactions and must keep all records supporting the school’s : vee ae 


application for Campus-Based funds. This documentation includes the FEEOG 
applications and records of all students who applied for Campus-Based 34 CFR 676.19 
assistance for a specific award year and were included on the school’s 

FISAP for that award year. 


The school must also retain applications and records of students who 
applied for but did not receive aid, either because the school had no more 
funds to award or because the school determined that the student did 
not need funds. The school must keep general ledger control accounts 
and related accounts that identify each program transaction and must 
separate those transactions from all other institutional financial activity. 
Fiscal records must be reconciled at least monthly. 


The Campus-Based records a school must maintain include but are 
not limited to 


¢ — the Student Aid Report (SAR) or Institutional Student Infor- 
mation Record (ISIR) used to determine a student's eligibility 
for Campus-Based Program funds; 


¢ application data submitted to the Department or the school on 
behalf of the student; 


¢ documentation of the payment of any return of Title IV funds 
or overpayment to the FSA program fund or the Department; 


¢ documentation of the amount of a Perkins Loan, FSEOG or 
FWS award; its payment period; and the calculations used to 
determine the amount of the loan, grant, or FWS award; 


+ documentation of each FSEOG or Perkins Loan disbursement 
and the date and amount of each payment of FWS wages; 


¢ documentation of the school’s calculation of any refunds or 
overpayments due to, or on behalf of, the student and the 
amount, date, and basis of the school’s calculation; 


¢ information collected at initial and exit loan counseling re- 
quired by Perkins Loan regulations; and 


¢ reports and forms used by the school in its participation in a 
Campus-Based Program and any records needed to verify data 
that appear in those reports and forms. 
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Perkins Recordkeeping 


Perkins recordkeeping requirements are 


covered in chapter 3 of this volume. 


Electronic Certification 


A school that uses an electronic 
certification must adopt reasonable 
safeguards against possible fraud and 
abuse. 


The school should provide a secure 
electronic certification through an 


electronic payroll system that includes: 


password protection; 

password changes at set intervals; 
access revocation for unsuccessful 
logins; 

user identification and entry-point 
tracking; 


random audit surveys with supervisors; 


and 
security tests of the code access. 


See Volume 2 for more information about 
recordkeeping, privacy safeguards, and 
information security. 
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FSEOG recordkeeping 


In addition to following the fiscal procedures and records requirements 
mentioned earlier and in Volume 2, a school must meet the following 
requirements, which are included in the FSEOG regulations: 


¢  Aschool must establish and maintain an internal control system 
of checks and balances that ensures that no office can both autho- 
rize FSEOG payments and disburse FSEOG funds to students. 


¢ Aschool must establish and maintain program and fiscal 
records that are reconciled at least monthly. 


¢ Each year, a school must submit a FISAP and other informa- 
tion the Department requires. The information must be 
accurate and must be provided on the form and at the time 
specified by the Department. 


FWS recordkeeping 


For schools administering FWS, you must also follow the procedures 
established in 34 CFR 675.19 for documenting a student’s FWS work, 
earnings, and payroll transactions. You must establish and maintain an 
internal control system of checks and balances that ensures that no office 
can both authorize FWS payments and disburse FWS funds to students. 
If you use a fiscal agent for FWS funds, that agent may perform only 
ministerial acts. 


In school records, schools must distinguish expenditures for FWS 
compensation from other institutional expenditures. You should enter 
FWS compensation on a separate voucher or, if listed on the general 
payroll voucher, you should group FWS compensation separately from 
other compensation. If payrolls are handled on automatic data processing 
equipment, you should identify FWS with a special code. 


You must establish and maintain program and fiscal records that are 
reconciled at least monthly. The records must include a 


¢ payroll voucher containing sufficient information to support all 
payroll disbursements; 


¢  noncash contribution record to document any payment of the 
school’s share of the student’s earnings in the form of services 
and equipment; and 


¢ certification by the student’s supervisor, an official of the school 
(or off-campus agency) that each student has worked and 
earned the amount being paid. Your school may use an 
electronic certification process. The school may still continue to 
have the FWS student's supervisor sign a paper certification. If 
the students are paid on an hourly basis, the certification must 
include or be supported by a time record showing the hours 
each student worked in clock time sequence or the total hours 
worked per day (see sidebar). 
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RECORD RETENTION AND FORMATS 


Availability of records and period of retention 


Your school must make its records readily available for review by the 
Department or its authorized representative at an institutional location 
the Department or its representative designates. Generally, a school must 
keep records relating to the school’s administration of a Campus-Based 
Program for three years after the end of an award year for which the aid 
was awarded and disbursed under that program. 


There are some exceptions to this requirement: 


¢ The school must retain the FISAP containing reported 
expenditures and any records necessary to support the data 
contained in the FISAP, including “income grid information,’ 
for three years after the end of the award year in which the 
FISAP is submitted. 


¢« The school must keep the original signed promissory note and 


repayment schedule until all loans made on the promissory note 
or MPN are satisfied or until the original note or MPN is needed 


to enforce loan collection. Only authorized personnel may have 
access to these records. 


¢ Ifa promissory note or MPN was signed electronically, you 


must store it electronically for at least three years after all loans 


made on the promissory note or MPN are satisfied. (The De- 
partment recommends that the school maintain a certified 
copy of the signed promissory note, as well as a record of the 
full amount owed, in its records beyond the three-year record 
retention requirement.) You must ensure that the promissory 
note or MPN can be retrieved in a coherent format. 


¢ The school must keep repayment records for Perkins Loans, in- 
cluding records relating to cancellation and deferment requests, 
for at least three years from the date a loan is repaid, cancelled, 
or assigned to the Department. If a loan is assigned to the De- 
partment due to total and permanent disability, the school must 


retain any loan-related documentation that it does not submit for 


at least three years from the date the loan is assigned (Electronic 


Announcements April 19, 2013; September 6, 2013; November 1, 


2013). 


¢ — Records questioned in an audit or program review must be 
kept for three years after the end of the program year in which 
the program review or audit was finalized. 


Records readily available for 
review 
34 CFR 668.24(d)(2) & (f) 
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Record formats, storage, etc. 


A school must keep its Campus-Based Program records in one of the 
following formats: 


¢ The school must retain the original signed promissory notes 
and signed repayment schedules for Perkins loans in a locked 
fireproof container. If a loan is assigned to ED, the school 63 
should keep copies of all the original documentation sub- 
mitted to the Department with the assignment. The school 
may not maintain only computer generated form(s) or 
microform(s). 


¢ Aschool may keep other required records in hard copy or in 
microform, computer file, optical disk, CD-ROM, or other 
media formats, but all record information must be retrievable 
in a coherent hard copy format or in other media formats 
acceptable to the Department except that any document that 
contains a signature, seal, certification, or any other image or 
mark required to validate the authenticity of its information 
must be kept in its original hard copy or in an imaged media 
format. 


« Any imaged media format used to keep required records must 
be capable of reproducing an accurate, legible, and complete 
copy of the original document, and, when printed, this copy 
must be approximately the same size as the original. 
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THE FISCAL OPERATIONS REPORT 


The Fiscal Operations Report is parts III, IV, V, and VI of the FISAP. 
You may sometimes hear these parts being referred to as the FISOP. If 
you participated in any Campus-Based Programs in an award year, by the 
following October, you must report on your activities for those programs 
by completing the appropriate portions of the FISAP. 


You must complete 


¢ Part III, if your school is a continuing participant in the Fed- 
eral Perkins Loan Program; 


If your school made Federal Perkins Loans to students during 
the recent award year, you must fill in Part II of the FISAP, 
even if you did not receive an FCC. 


You must also complete Part III if your school is liquidating 
its Federal Perkins Loan portfolio. (You must do so every year 
until your final report shows that all outstanding loans have 
been assigned, fully retired, or purchased and that the federal 
share of cash on hand has been returned to ED and you have 
received the official liquidation completion letter from ED.) 


If you believe your school has completely liquidated its Federal 
Perkins Loan Fund and portfolio but have not received the of- 
ficial liquidation completion letter from ED, please contact 
perkinsliquid@ed.gov to ensure it has successfully discontin- 
ued its participation in the program. 


¢ Part IV, if your school received FSEOG funds during the recent 
award year; 


¢ Part V, if your school received FWS funds during the recent 
award year; and 


¢ Part VI, if you participated in any of the three Campus-Based 
Programs during the recent award year. 


Important: —_In each program section, you will report how much of 
your school’s total federal allocation was used and how 
much remained unexpended at the end of the award 
year. (Your school’s unexpended authorization is equal 
to its final adjusted authorization amount minus its 
total expended authorization.) If this amount is a 
positive dollar figure, the amount of unexpended 
funds will be deducted from your school’s G5 grantee 
account. Any calculation that results in a negative 

Ga figure will not be accepted for transmission. 


FSA HB August 2016 


FISAP 

Campus-Based Programs 34 CFR 673.3 
Perkins Loan Program 34 CFR 674.19(d)(2) 
FWS 34 CFR 675.19(b)(3) 

FSEOG 34 CFR 676.19(b)(3) 


Signature Requirement 


The FISAP must be signed by the person 
designated as the CEO in your school’s 
Program Participation Agreement (PPA). 
With their signature, they are certifying 
+ the information submitted on the FISAP 
is true and accurate; 
no one managing the programs has 
been debarred or suspended; 
the school is a drug-free work place; 
and 
no federal funds are spent on any 
lobbying activities. 


Electronic Signature (eSignature) is also an 
option. See the discussion under Signing 
and Submitting Your FISAP earlier in this 
chapter. 


You can access all FISAP references at the 
school link cbfisap.ed.gov. 


FISAP Documents 
The FISAP school link is at 


cbfisap.ed.gov. 


You can access all FISAP references from 
there. 
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FISAP —Parrt Ill, the Federal Perkins Loan section 


The Federal Perkins Loan section of the FISAP consists of the 
following sections: 


¢ Section A—is a historical/cumulative report of your school’s 
Federal Perkins Loan fund activity from the inception of the 
program through the end of the award year. It is the balance 
sheet for your Federal Perkins Loan fund, and it must 
balance. 


¢ Section B—is where you report Federal Perkins Loan activity 
that took place during the recently completed award year. 


« Section C—is where you report cumulative repayment 
information as of the end of the reporting year. This summary 
includes all data from your school’s initial participation in the 
program through the recently completed award year. 


This section should represent the status of all borrowers as of 

June 30 for the reporting year. It also should correlate to what ‘a 
your school is reporting to the Department’s NSLDS system. 

If it does not, you must reconcile the data and ensure your 

school’s data is being accurately reported to NSLDS. 


Note: Schools are required to report new loans or updated 
data on existing loans to NSLDS once a month on a schedule 
established by ED. 


¢ Sections D and E—are used to calculate your school’s cohort 
default rate. Use Section D if your school had 30 or more 
borrowers who entered repayment during the award year. 
Otherwise, use Section E. 


Here, a cohort refers to a group of borrowers that went into 
repayment during a particular year. The cohort moves up one 
year with each FISAP. Of the borrowers that went into 
repayment during the relevant year, the school reports how 
many were in default at the end of the following year. Schools 
that had fewer than 30 borrowers going into repayment use a 


three-year cohort. 
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FISAP—Part IV, the FSEOG section 


Your school must complete Part IV if it received FSEOG Program 
funds for the award year. The five sections in this part of the FISAP 
summarize your school’s use of FSEOG funds during the previous year. 
The data you report in this section is used to 


¢ determine underuse penalties in FSEOG; 


¢ account for funds transferred across programs and across years 
during the reporting year; 


¢ monitor the program (e.g., validate expenditure and balance 
totals by using the G5 “Award History Report”); and 


¢ conduct year end close out of the FSEOG program funds. 


Matching Requirement—Remember, unless your school has a 
matching waiver, as discussed earlier in this chapter under Title III 
and V Nonfederal Share Requirement Waiver for the FSEOG and FWS 
Programs, your school is required to contribute an additional amount 


equal to 25% of the awards to students, from your school’s own resources. 


(A school [including one with a matching waiver] may choose to provide 
an additional institutional contribution from its own resources.) So, 
unless your school has a matching waiver, when you report the total 
amount of FSEOG funds paid to recipients, the amount must include a 
nonfederal share of at least 25%. (See Electronic Announcement 
2011-04-29 and the discussion earlier in this chapter under Nonfederal 
Share of FSEOG.) 


Note: Any funds recovered on prior year awards should be 
returned to ED using existing G5 refund procedures. 
Refunds should be applied to the award corresponding to the 
funding year the recovered funds were awarded. 


FISAP—Part V, The FWS section 


Your school must complete Part V if it received FWS Program funds 
for the award year. The nine sections in this part of the FISAP summarize 
your school’s use of FWS funds during the previous year. The data you 
report in this section is used to 


¢ provide data for underuse penalties; 


+ account for and close out funds awarded in FWS for the Fiscal 
Operations Report year; 


¢ monitor the program (e.g., validate expenditure and balance 
totals by using the G5 “Award History Report”); 


¢ report program transfers made during the year; and 


¢ provide data for community service requirements. 
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In field 17, your school reports the 


expended FSEOG authorization. This 
amount must agree with the final FSEOG 
expenditures reported in G5. 


If the nonfederal share of student 
compensation was paid in kind (for 
example, as a tuition waiver or 


room and board), the in-kind 
compensation value must be 
converted to a cash amount and 
reported in this section of the FISAP 
as part of your matching funds. 
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When completing this section, it’s important to remember that 


Note: 


The institutional share includes amounts contributed by off- 
campus employers in addition to amounts contributed by the 
school itself. 


The amount reported should not include any optional institu- 
tional contribution in excess of the required minimum. 


If your school has a Title III/V waiver, you will report this 
share as zero, unless your school chose to provide an 
institutional contribution. 


Any amount that your school spends for reading tutors of chil- 
dren/family literacy programs does not have to be matched. 


In Section E of this part, you will report how much of 
your school’s total federal FWS allocation was used and 
how much remained unexpended at the end of the 
award year. (Your school’s unexpended FWS 
authorization is equal to its final adjusted FWS 
authorization amount minus its total expended FWS 
authorization.) 


If this amount is a positive dollar figure, the amount of unex- 
pended FWS funds will be deducted from your school’s G5 
grantee account. Any calculation that results in a negative fig- 
ure will not be accepted for transmission. 


FISAP—Part VI, the Program Summary 


Your school must complete Section A of the Part VI, if it made any 
awards to students from any Federal Campus-Based Program. This data 
is used to provide statistical data for analysis. In Section A, you will report 
these expenditures by income category and type of student. In Section B, 
an amount is calculated for the ACA your school can claim on the basis 
of its total Campus-Based Program expenditures, as reported in Parts III, 
IV, and V of the FISAP. 
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FREQUENCY AND AMOUNT OF FSEOG 
DISBURSEMENTS 


If a student is awarded an FSEOG, you must pay the student a 
portion of this award in each payment period, even if you do not use 
standard academic terms. Within a payment period, a school may 
advance funds in whatever installments it determines will best meet 
the student’s need. To determine the amount of each payment period’s 
FSEOG disbursement, divide the total FSEOG award amount by the 
number of payment periods you expect the student to be enrolled: 


FSEOG Total Award 


Number of Payment Periods 


For a school that measures progress in credit hours and academic 
terms, a payment period is defined as a term (semester, trimester, 
quarter). The definition of a payment period for a school that does not 
have academic terms or a school that measures progress in clock hours is 
discussed in more detail in Volume 3. 


Uneven costs/unequal disbursements 


If the student incurs uneven costs or receives uneven resources 
during the year and needs extra funds in a particular payment period, you 
may make unequal FSEOG disbursements. 


INTERNAL CONTROLS IN THE FSEOG PROGRAM— 
RECONCILIATION, FISCAL, AND PROGRAM RECORDS 


Your school must reconcile, at least monthly, your FSEOG draws 
recorded in G5 to the funds received in the bank account your school 
has designated to receive electronic transfers. You must also reconcile 
monthly the amount drawn down and received to the amounts 
disbursed to students or returned to ED, and resolve all discrepancies. 


In addition, you should examine your FSEOG program and fiscal 
records monthly. Did the fiscal records on which you based your 
anticipated need for FSEOG funds accurately predict your disbursements, 
or are you returning unused funds? Were your matching funds deposited 
at the same time you received your federal share? 
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Payment of FSEOG 
34 CFR 676.16(a) 


Uneven costs/uneven payments 
34 CFR 676.16(b) 


Payment periods 
34 CFR 668.4 


Single-Term FSEOG Awards 
Are Not Prohibited 


A single-term FSEOG award is permissible 
if a student will only be enrolled for one 
term or only one term remains in the 
award year when the award is made. 


Moreover, the award would then be 
disbursed in a single disbursement. 


When the regulations were revised to 
prohibit a single disbursement for an 
FSEOG award of $501 or less, they did not 
prohibit single term awards. 


FSEOG Withdrawal 
and Return of Title IV Funds 


If a student ceases attendance after 
receiving a lump sum FSEOG payment 
(of less than $501, or after receiving a 


disbursement in a second payment period 
that includes funds for the previous 
period), only that portion of the FSEOG 
intended for the payment period in which 
the student was attending class should be 
included in the Return calculation. 


Fiscal procedures and records 
34 CFR 676.19 
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‘The Federal snows 
Work-Study Program Z 


This chapter covers issues specific to operating a Federal Work-Study (FWS) program, 
including Community Service, Job Location and Development (JLD), and Work-College 
programs. For student eligibility criteria relating to Campus-Based Programs, including FWS, 
refer to 

Volume 1. For information on selecting Campus-Based recipients, and calculating and pack- 
aging Campus-Based awards, see Volume 3. 


FWS JOBS AND EMPLOYERS 


A student may be employed under the Federal Work-Study (FWS) Student eligibility for FWS 
program by the school in which the student is enrolled (on campus). You 34 CFR675.9 
may also arrange for your school’s FWS recipients to be employed off 
campus by Selecting students 
34 CFR 675.10 
¢ federal, state, or local public agencies; or 


¢ certain private nonprofit or for-profit organizations. 


Off-campus FWS jobs with federal, state, or local public agencies or 
private nonprofit organizations must be in the public interest. 


Off-campus FWS jobs with private, for-profit organizations must be 
academically relevant to the maximum extent possible. 


Your school must use at least seven percent of its FWS allocation to 
employ students in community service jobs with at least one FWS student 
employed as a reading tutor for children in a reading tutoring project or 
performing family literacy activities in a family literacy project. 


A school must make FWS jobs reasonably available to all eligible 
students at the school. To the maximum extent practicable, a school must 
provide FWS jobs that complement and reinforce each recipient’s 
educational program or career goals. 


In assigning an FWS job, a school must consider the student’s 
financial need, the number of hours per week the student can work, the 
period of employment, the anticipated wage rate, and the amount of 
other assistance available to the student. While there is no minimum or 
maximum award, the amount for each student should be determined 
based on these factors. 
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FWS federal share 
34 CFR 675.26 


Limitations 
34 CFR 675.26(a)(2) & (b) 


Private for-profit organizations 
34 CFR 675.26(a)(3) 

When a 100% share is authorized 
34 CFR 675.26(d) 


90% federal share 
34 CFR 675.26(a)(2) 


JLD 
34 CFR 675.33(b) 


Timing of institutional share and noncash 
contributions 
34 CFR 675.16(e) 


Community Service vs. 
Reading Tutors 


In order to be considered community 
service, the job has to be in an area that is 
open, accessible, and used by the 
community at large. Community service 
includes a whole host of jobs and is not 
limited to reading tutors. On the other 
hand, reading tutors may provide tutoring 
to some group that would not be 
considered part of the community. For 
example, a school population is not 
considered “open, accessible, and used by 
the community at large,” and therefore, in 
this context, is not considered a 
community. 
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FEDERAL AND NONFEDERAL SHARE OF WAGES 


In general, the federal share of Federal Work-Study (FWS) wages 
paid to a student may not exceed 75%. The 75% applies to expenditures 
for FWS wages and does not include any administrative cost allowance. 
Schools must provide at least 25% of a student’s total FWS wages from 
nonfederal sources. For example, if a school wanted to spend $45,000 of 
its FWS federal funds for student wages, it would be required to provide 
at least $15,000 in nonfederal funds. A total of $60,000 would then be 
available to pay student wages under the school’s FWS Program. 


There are situations when the ratio of federal share to nonfederal 
share of 75% to 25% does not apply: 


¢ — Any school may provide more than the required minimum 
25% nonfederal share. For example, if a school received 
$60,000 in federal funds and wished to spend a total of 
$100,000 for student FWS wages, it could spend $40,000 of 
nonfederal funds to do so. In this example, the federal share of 
students’ total earned compensation under the FWS program 
expenditures would be 60%, while the nonfederal share would 
be 40%. (On the FISAP, however, you never report more than 
the required match.) 


¢ For off-campus FWS jobs with private, for-profit organizations, 
the federal share of wages paid to students is limited to 50%. 
The for-profit organization must provide a nonfederal share of 
at least 50%. The employer may contribute a nonfederal share 
that exceeds the required 50%. However, a school may use no 
more than 25% of its total current year initial allocations to 
pay wages to students employed with private, for-profit orga- 
nizations. 


¢ Supplemental FWS funds can only be used for community 
service positions. Unless the institution is eligible for the Title 
III/V waiver of matching campus-based funds, the federal 
share or wages may not exceed 75%, and the nonfederal share 
should not exceed 25% unless the institution chooses to pro- 
vide additional institutional share. 


¢« The federal share of compensation paid to students employed 
as reading tutors for children, mathematics tutors for children, 
or in a family literacy project performing family literacy activi- 
ties may exceed 75% and may be as high as 100%, as docu- 
mented in the school’s accounting records. 
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« The federal share can be as much as 90% (and the nonfederal 
share can be as little as 10%) for students employed at a 
private, nonprofit organization or at a federal, state, or local 
public organization or agency under specific circumstances. 
Only organizations that are unable to afford the cost of this 
employment are eligible to pay a reduced nonfederal share. 

In addition, the school may not own, operate, or control the 
organization, and the school must select the organization or 
agency on a case-by-case basis. No more than 10% of a school’s 
FWS students may benefit from this provision. 


¢« The federal share of FWS wages paid to a student may be lower 
than 75% if the employer chooses to contribute more than the 
minimum required nonfederal share. For example, if a school 
has a large demand for FWS jobs from its various departments, 
it may contribute more than the usual 25% to allow for addi- 
tional employment. 


« The federal share can be 100% for a school designated as 
described under Title III and V Non-Federal Share Requirement 
Waiver for the FSEOG and FWS Programs in Chapter 1. 


The federal share may not be used to provide fringe benefits such as 
sick leave, vacation pay, or holiday pay, or employer’s contributions to 
Social Security, workers’ compensation, retirement, or any other welfare 
or insurance program. These restrictions on the federal share apply even 
when the Department authorizes a federal share of 100% of FWS wages. 


Note: The federal share of allowable costs in carrying out the JLD 
Program described later in this chapter may not exceed 80% of 
such costs. 
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FWS nonfederal share sources 


Nature and source of A school can pay the nonfederal share from its own funds or other 
Institutional share nonfederal sources such as outside funds from an off-campus employer. 
34 CFR 675.27 The school can also pay the nonfederal share in the form of documented 


noncash contributions of services and equipment such as tuition and fees, 
room and board, books, and supplies documented by accounting entries. 
When matching with cash, the school must deposit its share at the 
same time it receives the federal share. 


Do not confuse making the match with services and/or equipment 
for which a school doesn’t need permission with the situation where the 
school is paying in cash and crediting the student’s account with a por- 
tion of the student’s pay to cover institutional charges. In the latter case, 
a school may not credit the student’s account with FWS earnings with- 63 
out the student’s permission. 


If a school receives more money under an employment agreement 
with an off-campus agency than the sum of (1) required employer costs, 
(2) the school’s nonfederal share, and (3) any share of administrative costs 
the employer agreed to pay, the school must handle the excess in one of 
three ways: 


1. use it to reduce the federal share on a dollar-for-dollar basis; 


2. hold it in trust for off-campus employment during the next 
award year; 


3. refund it to the off-campus employer 


Funds from programs sponsored by federal agencies (such as the 
National Science Foundation or the National Institutes of Health) may be 
used to pay the nonfederal share, as long as the programs have the author- 
ity to pay student wages. A school should contact the appropriate federal 
agency to see if the program in question does have this authority. 


FWS CONDITIONS OF EMPLOYMENT 


a AND LIMITATIONS 
Eligible employers 


34 CFR 675.20 
a All FWS work, whether on campus or off campus, has certain condi- 


Employment conditions and limitations tions and limitations. FWS employment must be governed by those em- 
34 CFR 675.20(c) ployment conditions, including the rate of pay, that are appropriate and 
reasonable according to the type of work performed, the geographic re- 
gion, the employee’s proficiency, and any applicable federal, state, or local 
law, including state or locally established minimum wage rates. 


Academic credit and work study 
34 CFR 675.20(d) 


Fees or commissions prohibited 


34 CFR 675.27(b) FWS employment must not displace employees (including those on 
strike) or impair existing service contracts. Also, if the school has an em- 
FWS minimum wage ployment agreement with an organization in the private sector, the orga- 
Dear Colleague Letter CB-96-23 re fee : 

nization’s employees must not be replaced with FWS students. 
FWS wage rates Replacement is interpreted as displacement. 
34 CFR 675.24 
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taining any part of a building used for religious worship or sectarian 
instruction. In determining whether any FWS employment will violate 
this restriction, a school should consider the purpose of the part of the 
facility in which the work will take place and the nature of the work to 

be performed. For example, if the part of the facility in which the student 
will work is used for religious worship or sectarian instruction, the work 
cannot involve construction, operation, or maintenance responsibilities. If 
that part of the facility is not being used for religious worship or sectarian 
instruction, the school should make sure that any work the student will 
perform meets general employment conditions and that other limitations 
are not violated. 


Q FWS positions must not involve constructing, operating, or main- 


Neither a school nor an outside employer that has an agreement 
with the school to hire FWS students may solicit, accept, or permit the 
soliciting of any fee, commission, contribution, or gift as a condition for a 
student’s FWS employment. However, a student may pay union dues to 
an employer if they are a condition of employment and if the employer’s 
non FWS employees must also pay dues. 


The Fair Labor Standards Act of 1938, as amended, prohibits 
employers (including schools) from accepting voluntary services from 
any paid employee. Any student employed under FWS must be paid for 
all hours worked. 


A student may earn academic credit as well as compensation for 
TIP) FWS jobs. Such jobs include but are not limited to internships, practica, 
or assistantships (e.g., research or teaching assistantships). However, a 
student employed in an FWS job and receiving academic credit for that 
job may not be 


¢ paid less than he or she would be if no academic credit were 
given; 


¢ paid for receiving instruction in a classroom, laboratory, or 
other academic setting; and 


¢ paid unless the employer would normally pay a person for the 
same job. 
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Working During Scheduled 
Class Time Is Prohibited 


In general, students are not permitted to 
work in FWS positions during scheduled 
class times. Exceptions are permitted if an 


individual class is cancelled, if the instructor 
has excused the student from attending for 
a particular day, and if the student is 
receiving credit for employment in an 
internship, externship, or community work- 
study experience. Any such exemptions 
must be documented. 


Replacement prohibited © 


Replacing a full-time employee whose 
position was eliminated (for any reason) with 
a student employee paid with FWS funds is 
prohibited. 


This prohibition extends to instances where 
a school first replaces the full-time employee 
with a student position paid with college 
funds. 


34 CFR 675.20(c)(2)(ii) 


Paying Overtime in FWS 


Although there is prohibition on paying 
overtime in the FWS Program (for example, 
someone working on a stage crew may 
have to work overtime during a produc- 
tion), FWS is a program designed to pro- 
vide part-time employment, and students 
should not often work in excess of 40 hours 
in a single week. Overtime and payment for 
overtime hours may not be used in a way 
that create an overaward in the student's 
financial aid package. 


No Payments At Less Than 
Minimum Wage 


The Small Business Job Protection Act of 
1996 established a sub-minimum or train- 
ing wage that is lower than the minimum 
wage. However, it is not permissible to 
pay the sub-minimum wage rate to stu- 
dents working FWS jobs. 
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Disasters—Flexible Use of Funds 


An eligible school located in any area affected by a major disaster may make FWS payments to disas- 
ter-affected students for the period of time (not to exceed the award period) in which the students 
were prevented from fulfilling their FWS obligations. The FWS payments 


° may be made to disaster-affected students* for an amount equal to or less than the amount 
of FWS wages the students would have been paid had the students been able to complete 
the work obligation necessary to receive the funds; and 


must meet the FWS matching requirements described in Chapter 7, unless those 
requirements are waived by the Department. 


FWS payments may not be made to a student who was ineligible for FWS, was not completing the 
work obligation necessary to receive the funds, or had already separated from the student’s employ- 
ment prior to the occurrence of the major disaster. 


34 CFR 675.18(i) 


* Disaster-affected student—a student enrolled at an institution who 1) received an FWS award for 
the award period during which a major disaster occurred; 2) earned FWS wages from an institution 
for that award period; 3) was prevented from fulfilling his or her FWS obligation for all or part of the 
FWS award period because of the major disaster; and 4) was unable to be reassigned to another FWS 
job. 


The term “major disaster” means: any natural catastrophe (including any hurricane, tornado, storm, 
high water, wind driven water, tidal wave, tsunami, earthquake, volcanic eruption, landslide, mud- 
slide, snowstorm, or drought), or, regardless of cause, any fire, flood, or explosion, in any part of the 
United States, which, in the determination of the President, causes damage of sufficient severity and 
magnitude to warrant major disaster assistance under this chapter to supplement the efforts and 
available resources of states, local governments, and disaster relief organizations in alleviating the 
damage, loss, hardship, or suffering caused thereby. —Section 102(2) of the Robert T. Stafford Disas- 
ter Relief and Emergency Assistance Act (42) U.S.C. 5122(2) 


FSA HB August 2016 
6-44 


Glossary-Acronyms CFR DCL Chapter 2—The Federal Work-Study Program 
JOB DESCRIPTIONS 


Job descriptions for all FWS positions should be a part of the control 
procedures included in your school’s policies and procedures manual. 
A written job description will help you ensure that the position is one 
that qualifies under the FWS program regulations. In addition, a writ- 
ten job description provides students with the information they need to 
determine whether they qualify for the job, whether the job is related to 
their educational or career objectives, and whether the job is of inter- 
est to them. Moreover, by considering the rates of pay applicable to the 
position, the qualifications for each pay level, and the qualifications of a 
student applicant, a financial aid administrator can determine the hours a 
student will need to work in order to earn the funds specified in the stu- 
dent’s FWS award. Finally, a written job description establishes a record 
to which all parties can refer. In addition, a written job description can 
help avoid disagreements and adjudication and provide a reference in 
such cases. 


If a student is employed with an agency or organization that provides 
community services, the school should, as with any other FWS position, 
have a job description that includes the duties and the responsibilities. 
Schools should use the job description to verify that the job meets the 
definition of community services in the FWS regulations (see the discus- 
sion under Community Service Jobs later in this chapter). In addition, for 
students performing reading tutoring or family literacy activities, the job 
description should support those jobs. 


Each FWS position should have a job description that includes the 


¢ name of the position; 


¢ classification of the position (e.g., reading tutor 1, reading tutor 
2, laboratory assistant, library technician 1 or 2, etc.); 


¢ name and address of the student’s employer (the school, public 
agency, nonprofit organization, etc.); 


¢ department or office in which the student will be employed; 
¢ location where the student will perform his/her duties; 

¢ name of the student’s supervisor; 

¢  purpose/role of the position within the organization; 


¢ duties and responsibilities associated with the position and 
how they relate to the purpose/role; 
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Wage rates 
34 CFR 675.24 


Minimum wage information 

The federal minimum wage is $7.25 per 
hour, effective July 24, 2009. The Wage and 
Hour Division of the Department of Labor 
posts information about federal and state 
minimum wage laws at: 
www.dol.gov/whd 


State & local minimum wage laws 

The pay must meet the requirements of the 
state or local law. This means that when the 
state or local law requires a higher minimum 
wage, the school must pay the FWS student 
that higher wage. However, if the state or 
local law allows a wage that is less than the 
federal minimum wage, the FWS student 
must be paid at least the federal minimum 
wage. 


Sub-minimum wages 

The Small Business Job Protection Act of 
1996 established a sub-minimum, or training 
wage, that is lower than the minimum wage. 
However, it is not permissible to pay the sub- 
minimum wage rate to students in FWS jobs. 


Wages from Federal Agency 


The portion of the FWS wages contributed 
as the institutional share by a federal off- 
campus agency are not considered part of 
the “federal share.” Thus, a federal agency 
may provide the required share of stu- 
dent compensation normally paid by off- 
campus agencies plus any other employer 
costs that they agree to pay. 
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¢ rates of pay for the position (cross-referenced to the wage rates 
appearing in the school’s policies and procedures manual); 


¢ general qualifications for the position and the specific qualifi- 
cations for the various levels/rates of pay associated with the 
position; 


¢ the length of the student's employment (beginning and ending 
dates); 


¢ procedures for determining a student's rate of pay when a posi- 
tion has multiple rates; and 


¢ — evaluation procedures and schedules. 


ESTABLISHING WAGE RATES 


Undergraduate students are paid Federal Work-Study (FWS) wages 
on an hourly basis only. Graduate students may be paid by the hour or 
may be paid a salary. Regardless of who employs the student, the school 
is responsible for making sure the student is paid for work performed. 


A school should determine the number of hours a student is allowed 
to work based on the student’s financial need and on how the combina- 
tion of work and study hours will affect the student’s health and academic 
progress. There are no statutory or regulatory limits on the number of 
hours per week or per payment period a student may work, provided no 
overaward occurs. 


FWS employers must pay students at least the federal minimum 
wage in effect at the time of employment. If a state or local law requires a 
higher minimum wage, the school must pay the FWS student that higher 
wage. (See sidebar for link to federal and state information.) In addition, 
a school may not count fringe benefits as part of the wage rate and may 
not pay a student commissions or fees. In determining an appropriate 
rate, the school must consider: 


¢ the skills needed to perform the job; 


¢ how much persons with those skills are paid in the local area 
for doing the same type of job; 


¢ — rates the school would normally pay similar non-FWS employ- 
ees; and 


¢ any applicable federal, state, or local laws that require a specific 
wage rate. 
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A student’s need places a limit on the total FWS earnings permissible 
but has no bearing on his or her wage rate. It is not acceptable to base 
the wage rate on need or on any other factor not related to the student’s 
skills or job description. If a student’s skill level depends on his or her 
academic advancement, the school may pay a student on that basis. 
For example, a junior or third-year lab student may be paid a higher rate 
than a sophomore or second-year lab student. However, in most cases, 
students performing jobs comparable to those of other employees should 
be paid comparable wages, whether the other employees are students at 
different class levels or are regular employees. 


Federal share may not be used to provide fringe benefits 


The federal share may not be used to provide fringe benefits such as 
sick leave, vacation pay, or holiday pay, or employer’s contributions to 
Social Security, workers’ compensation, retirement, or any other welfare 
or insurance program. These restrictions on the federal share apply even 
when the Department authorizes a federal share of 100% of FWS wages. 
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TIMESHEETS 
FWS timesheets and payroll You must maintain adequate timesheets or records of hours worked 
vouchers for FWS students. These timesheets must show, separately for each day 
34 CFR 675.19 (b) worked, the hours a student worked, and the total hours worked during 


the job’s payment cycle (i.e., twice a month, every week, every two weeks, 
etc., but not less than once a month). These amounts and hours recorded 
must match the hours for which the student is paid. 


FWS timesheets must be certified by the student’s supervisor. 69 
Students working for your school must have their timesheets certified by 
either their supervisor or an official at the school. Students working in 
off-campus jobs must have their timesheets certified by an official at the 
off-campus site. 


If a school requires off-campus employers to maintain paper 
timesheets and the school allows those timesheets to be submitted by 
Fax, the off-campus employer must provide the original copies of those 
timesheets to the school. Original copies should be mailed or hand 
delivered to the school at the first opportunity. 


A school that uses electronic processes to record the hours worked by 
students must ensure that all signatures obtained in the certification of the 
hours worked satisfy the standards of the Electronic Signatures in Global 
and National Commerce Act. For more information about using 
electronic processes in your school’s administration of the Title IV pro- 
grams, please see the discussion under The E-sign Act and Information 
Security in Volume 1. 


FWS records are used to compile the data submitted by schools on 
the Fiscal Operations Report section of the FISAP. Therefore, a school 
must maintain those original FWS records for as long as it s required to 
maintain its FISAP data. 
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PAYROLL VOUCHERS 


Your school must provide payroll vouchers that contain sufficient 
information to support all payroll disbursements. At a minimum, a 
school’s payroll vouchers should 

¢ — include the school’s name and address; 

¢ — identify the starting and ending dates of the payroll period; 
¢ include the student’s name; 

¢ — identify the student’s work-study position; 


¢ — include the number of hours the student worked during the 
pay period; 

¢ for undergraduate students, specify the student’s hourly rate of 
pay; 

¢ for a graduate student, identify the student's hourly rate of pay 
or the student's salary; 


¢ include the student's gross earnings; 


¢ itemize any compensation withheld for federal, state, county, 
or city taxes, and other deductions; 


¢ include identification of any noncash payments made to the 
student for work during the period, and point to an auditable 
record of that contribution; 


¢ — include the student’s net earnings; 


¢ include a check number, duplicate receipt, or other auditable 
payment identification; and 


¢ — identify and itemize any overtime earnings (a student may be 
paid overtime with FWS funds). 
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Payments to students 
34 CFR 675.16 


Student Exception to FICA Tax 


FICA (Social Security and Medicare, 
including OASDI) taxes do not apply to 
service performed by students employed 
by a school, college or university where 
the student is pursuing a course of study. 
Whether the organization is a school, 
college or university depends on the 
organization's primary function. In 
addition, whether employees are students 
for this purpose requires examining the 
individual’s employment relationship with 
the employer to determine if employment 
or education is predominant in the 
relationship. 


Treasury Decision 9167: Final regulations 
published December 21, 2004. 


Revenue Procedure 2005-11: Safe harbor 
standards that colleges and universities 
can apply in determining if an employee is 
eligible for the student FICA exception. 


Background Information: Background in- 
formation on the final regulations and rev- 
enue procedure providing guidance on the 
student FICA exception (section 3121(b) 
(10) of the Internal Revenue Code). 


www.irs.gov/Charities-&-Non-Profits/ 
Student-Exception-to-FICA-Tax 


Earnings applied to cost of 


attendance 
34 CFR 675.25 
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PAYING STUDENTS 


A student’s FWS compensation is earned when the student performs 
the work, and the school must pay the student that FWS compensation at 
least once a month. Regardless of who employs the student, the school is 
responsible for ensuring that the student is paid for work performed. 


Before a school may make an initial disbursement of FWS compensa- 
tion to a student for an award period, the school must notify the student 
of the total amount of FWS funds the student is authorized to earn, and 
how and when the FWS compensation will be paid. 


Except when a school’s institutional share is paid from noncash 
sources (tuition, services and equipment, room and board, and books), 
the school must pay the student its share of his or her FWS 
compensation at the same time it pays the federal share. If the school 
pays a student its FWS share for an award period in the form of these 
noncash sources, it must pay that share before the student’s final payroll 
period. 


If a school pays its FWS share in the form of prepaid tuition, fees, 
services, or equipment for a forthcoming academic period, it must give the 
student a statement before the close of his or her final payroll period list- 
ing the amount of tuition, fees, services, or equipment earned. 


A school may pay a student after the student’s last day of attendance 
for FWS compensation earned while he or she was in attendance at the 
school. 


A school must pay FWS compensation to a student by 


¢ issuing a check or similar instrument that the student can cash 
on his or her own endorsement; or 


¢ — initiating an electronic funds transfer (EFT) to a bank account 
designated by the student after obtaining authorization; or 


¢ crediting the student's account at the school (after obtaining 
written authorization). 


Records of noncash contributions 


There are two cases under which students may not receive the net 
FWS earnings identified on their payroll voucher. In the first, a student 
who has FWS earnings at a school that provides its FWS institutional 
match with cash has provided written permission for the school to credit 
part of the student’s earnings to the student’s account. A school must 
obtain a separate written authorization from a student before any part 
of the student’s FWS cash earnings may be credited to the student’s ac- 
count. The school must maintain that authorization in the student’s file. 
In addition, the school must provide a clear audit trail showing that the 
student received credit on the student’s account for any earnings not paid 


directly to the student. 
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The second case involves schools that provide part (or all) of their 
FWS institutional match with credit for tuition, fees, services, or equip- 
ment. A school that provides its institutional match with tuition, fees, 
services, or equipment does not need to obtain a student’s permission. 
However, before employing a student, this type of school must provide 
the student with a written explanation of this procedure, including the 
specific percentage of the student’s earnings that the student will receive 
in credit for tuition, fees, services, or equipment. Moreover, before the 
close of the student’s final scheduled payroll period, the school must 
give the student a statement that itemizes the total amount of tuition, 
fees, services, or equipment credited to the student’s account from the 
student’s FWS earnings. In addition the school’s records must provide a 
clear audit trail showing that the student received credit on the 
student’s account for any earnings not paid directly to the student. 


AUTHORIZATIONS 


Except when a school’s institutional share is paid with noncash Written authorization 
sources (tuition, services and equipment, room and board, and books),a  74CFR i a 
school must obtain a separate written authorization from the student if 
the student is paid FWS compensation by 


¢ crediting the student's account at the school; or 


¢ initiating an EFT to a bank account designated by the student 
(including accounts that are the basis for bank-issued debit 
cards). 


If a school obtains a written authorization from the student, the 
school may hold excess FWS funds on the student’s account. In obtaining 
the student’s written authorization, a school 


¢ may not require or coerce the student to provide that authori- 
zation; 


¢ must allow the student to cancel or modify that authorization 
at any time; and 


¢ must clearly explain to the student how it will carry out the ac- 
tivity authorized. 


If a student modifies the written authorization, the modification takes 
effect on the date the school receives the modification notice. If a student 
cancels a written authorization, the school may use the FWS compensa- 
tion to pay only those authorized charges incurred by the student before 
the school received the cancellation notice. See Volume 4 for a complete 
discussion of authorizations to hold students’ funds. 
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Payments to student’s account 


and resulting credit balances 
34 CFR 676.16(c) 


Earnings applied to cost of 


attendance 
34 CFR 676.25 
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With a student’s permission, a school may credit the student’s 
account at the school to satisfy current award year charges for 


+ tuition and fees; 


¢ — board, if the student contracts with the school for board; 


+ room, if the student contracts with the school for room; and 


¢ other institutionally provided educationally related goods and 


services. 


In addition, a school may credit a student’s account to pay prior 
award year charges if these charges are not more than $200. 


If a school pays a student FWS compensation by crediting the stu- 
dent’s account, and the result is a credit balance, the school must pay the 
credit balance directly to the student as soon as possible but no later than 


14 days after the balance occurred on the account. 


HOLDING FWS FUNDS 


A school receiving funds under the reimbursement payment method 
(see Volume 4) may not hold FWS funds for students. Other schools may, 
if authorized by the student, hold FWS funds that would otherwise be 


paid directly to the student. 


If a school holds excess FWS funds, the school must 


¢ — identify the amount of FWS funds the school holds for each 
student in a subsidiary ledger account designated for that pur- 


pose; 


¢ maintain, at all times, cash in its bank account in an amount 
at least equal to the amount of FWS funds the school holds for 


the student; and 


¢ pay any remaining balance to the student by the end of the in- 
stitution’s final FWS payroll period for an award period. 


If a student cancels the authorization to hold FWS funds, the school 
must pay those funds directly to the student as soon as possible but no 


later than 14 days after the school receives the cancellation. 
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RECORDS AND REPORTING IN THE FWS PROGRAM 


For reporting and accounting purposes, FWS expenditures must be Holding FWS funds 
distinguishable from other institutional expenditures. FWS compensa- 34 CFR 675.16(d)(5) 
tion should either be entered in a separate sub-ledger, or, if listed on the 
general payroll ledger, should be grouped separately from other expendi- 
tures. If payroll records are maintained electronically, a special cost center, 
object class, or program identifier must be used for FWS payments to 
students. 


EARNINGS FOR THE NEXT PERIOD OF ENROLLMENT 


Many FWS students must pay the bulk of their education costs be- 
fore they have had a chance to earn FWS wages. To provide students 
with the opportunity to earn wages in time to pay more of their educa- 
tion costs, the Department allows students to earn FWS wages to cover 
expenses associated with the next period of enrollment offered by the 
school. 


The student must be planning to enroll (or to reenroll) and must 
demonstrate financial need for that next period of enrollment. (The next 
period of enrollment is usually the next term, including a summer period, 
or in the case of summer earnings, the next full academic year.) A stu- 
dent may earn FWS funds for the next period of enrollment during any 
period of enrollment, including a period of enrollment that is comprised, 
in whole or in part, of mini-sessions. A student may also earn FWS wages 
towards the next period of enrollment during a period of nonattendance. 
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Earnings for periods of 


nonattendance 
34 CFR 675.25(b) 


Mini-Session Example 


Bowen University has a summer term 
made up of three mini-sessions. Ted 
enrolls in classes for the June and Au- 
gust mini-sessions but does not enroll 
in any classes for the July mini-session. 
Ted has a financial need of $500 for 

his attendance in two of the summer 
mini-sessions. Ted also plans to enroll 
in the following fall semester and has a 
remaining need of $250 for that semes- 
ter. Ted is given a $750 FWS award in 
the summer ($500 for the two summer 
mini-sessions and $250 for the fall 
semester). Ted knows his June 
mini-session courses will be very 
demanding, and he will not have time 
to work. So, Ted earns $500 during 

the July mini-session when he has no 
classes. Ted has classes again in August, 
but his academic workload is lighter. 

In August, Ted earns $250 toward his 
education costs in the upcoming fall 
semester. 
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A student may be employed through the FWS programs during a 
period of nonattendance, such as a summer term, an equivalent vacation 
period, the full-time work period of a cooperative education program, 
or an unattended fall or spring semester. A student must be planning to 
enroll (or to reenroll) and must have demonstrated financial need for the 
next period of enrollment. The student’s FWS (net earnings minus taxes 
and job-related costs) during this period of nonattendance must be used 
to cover expenses associated with his or her financial need for the next 
period of enrollment. 


A student whose eligibility for summer FWS employment during a 
period of nonattendance is based on his or her anticipated enrollment in 
the next period of enrollment may fail to attend the school. When a 
student fails to attend for the next period of enrollment, the school 
that employed the student must be able to demonstrate that the stu- 
dent was eligible for employment and that the school had reason to be- 
lieve the student intended to study at that school in the next period of 
enrollment. At a minimum, the school that employed the student must 
keep a written record in its files showing that the student had either 
registered for classes or accepted the school’s offer of admittance for the 
next period of enrollment. 


A student in an eligible program of study abroad may be employed 
during a period of nonattendance preceding the study abroad if he or she 
will be continuously enrolled in his or her domestic school while abroad 
and if the student’s courses abroad are part of the domestic school’s 
program. In such a case, a student may be employed in a qualified 
position in the United States, at the home school’s branch campus in a 
foreign country, at a U.S. government facility abroad, or ina U.S. 
company abroad. 


EARNINGS DURING MINI-SESSIONS 


If a school combines a series of mini-sessions or modules into one 
term (e.g., three summer mini-sessions into one summer semester), an 
FWS student attending any of the mini-sessions may earn FWS wages at 
any time throughout that term. The school may apply those earnings 
toward the student’s financial need for the mini-session(s) attended and/ 
or the next period of enrollment. The school must base the student’s 
financial need for attending the summer term on the period of time for 
which the student is actually enrolled in the mini-sessions. 


The amount of FWS wages a student may earn at any given point in 
time in the term does not depend on whether or not the student is 
enrolled in a mini-session at that point in time. The school or student 
may choose how to distribute the hours worked throughout the summer 
term. 
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GARNISHMENT OF FSA FUNDS IS PROHIBITED 


No FSA grant, loan, or work assistance (or property traceable to Garnishment/attachment 
that assistance) is subject to garnishment or attachment except to prohibited 
satisfy a debt owed to the Department. HEA 488A(d) 


A student’s FWS wages may be garnished only to pay any costs of 
attendance that the student owes the school or that will become due and 
payable during the period of the award. Schools must oppose any 
garnishment order they receive for any other type of debt. 


By law, FSA funds may only be used for educational purposes. If your 
school is not the employer in an off-campus employment arrangement, 
it must have an effective procedure to notify off-campus employers that 
garnishment of FWS wages is not permissible. 


PAYMENT FOR FWS TRAINING AND/OR TRAVEL 

A student may be paid for training for any FWS employment or fora Training and Travel 
reasonable amount of time for travel that is directly related toacommu- —_ 34 CFR675.18(h) 
nity service job. 


Because every job requires some type of training, whether formal or 
informal, the Department allows FWS students to be paid wages during 
a training period that is conducted for a reasonable length of time. This 
applies regardless of the type of FWS job the student has. A reasonable 
training period is one that occurs immediately before the student begins 
the regular duties of the FWS employment and does not exceed approxi- 
mately 20 hours. Students also may be compensated for a reasonable 
amount of time to perform ongoing activities (for example, preparation 
and evaluation time) needed to accomplish their FWS jobs. 


Schools may pay students for a reasonable amount of time spent for 
travel that is directly related to employment in community service activi- 
ties. Time spent for travel should be reported on the student’s FWS time 
record in the same way hours actually worked are currently reported. 
Schools should provide their students with a form on which students 
can record travel time separately from time spent working. 
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INTERNAL CONTROLS IN THE FWS PROGRAM— 
RECONCILIATION, FISCAL, AND PROGRAM RECORDS 


Se ee ae |e a Your school must reconcile, at least monthly, your FWS draws 
Fiscal procedures and records : oe ac 
34 CFR 675.19 recorded in G5 to the funds received in the bank account your school 
has designated to receive electronic transfers. You must also reconcile 
monthly the amount drawn down and received to the amounts 
disbursed to students or returned to the Department, and resolve all 
discrepancies. 


In addition, you should examine your FWS program and fiscal 
records at the start of the year and monthly: 


¢ Do you have a method for verifying the rate of pay recorded in 
the payroll system corresponds to the position and experience 
level in the school’s policies and procedures? 


¢ Do you have a system that records the maximum a student 
may earn in FWS wages and alerts you if a student approaches 
that amount? 


¢ Do you periodically evaluate your rate of expenditures to 
determine, if that rate continues, whether you will expend less 
than, the same as, or more than the amount you have budgeted 
for FWS expenditures? 


¢ Are your matching funds consistently deposited at the same 
time you received your federal share? 


¢ Has your institution drawn just enough funds from G5 for 
FWS to cover payrolls made? In the FWS program, your 
requests for funds should always be for a payroll for which data 
has been entered. Do you often find yourself requesting 
additional funds or returning unused funds? 


¢ Do you have a process in place to ensure that students are 
working the hours reported—that timesheets are 
accurate? 


¢ Do you frequently audit payrolls to test whether hours 
recorded in the payroll system match the hours reported on 
student timesheets? 
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USE OF FWS ALLOCATED FUNDS 


Private for-profit organizations 


Your school may use up to 25% of its FWS allocation and realloca- 
tion for an award year to pay the wages of FWS students employed by 
private for-profit organizations. 


Work-Colleges 


An approved school may use part of its FWS allocation for the 
purpose of meeting the costs of the Work-Colleges Program. 


Community service expenditures 


There are three community service expenditure requirements that 
a school must meet. 


1. A school must use at least 7% of its FWS federal allocation for 
an award year to pay the federal share of wages to students 
employed in community service jobs for that year. 


2. In meeting the 7% community service requirement, one or 
more of the school’s FWS students must be employed as a 
reading tutor for children in a reading tutoring project or per- 
forming family literacy activities in a family literacy project. 


3. A-school that requests and receives supplemental FWS funds 
must spend 100% of the supplemental amount in community 
service positions. 


A school that fails to meet any of these FWS community service 
requirements will be required to return FWS federal funds in an 
amount that represents the difference between the amount a school 
should have spent for community service and the amount it actually 
spent. Further, a school that is not compliant with the FWS community 
service requirements may be subject to a Limitation, Suspension, and 
Termination (L, S, and T) proceeding, through which the school could be 
denied future participation in the FWS Program and possibly other FSA 
programs and/or subject to a substantial fine. 


A school may request a waiver of either of these requirements by the 
annual deadline. The school should include detailed information that 
demonstrates that the requirement would cause a hardship for students 
at the school. See the section later in this chapter for more information 
on waivers. 
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Agreements between schools 


and organizations 
34 CFR 675.21(b) 


Working for private for-profit 
organizations 
34 CFR 675.23 (up to 25%) 


7% Community service requirement 
34 CFR 675.18(g) 


Employing students as tutors 
34 CFR 675.18(g)(1)(i) (3) & (4) 


Definition of community service 
The definition of community service has 
been extended to include the field of emer- 


gency preparedness and response. 


HEOA 441(2) 

Effective August 14, 2008. 

*Remember that in meeting the commu- 
nity service minimum requirement, one or 
more of the school’s FWS students must be 
employed as a reading tutor for children in 
a reading tutoring project or performing 
family literacy activities in a family literacy 
project. 


Grants for off-campus 
community service 

The HEOA authorizes (but does not fund) 
grants to schools to supplement off-campus 
and community service employment. Grant 
funds would be used to recruit and com- 
pensate students performing off-campus 
community service (including compensation 
for time spent in training and for travel di- 
rectly related to the community service). This 
program is not currently funded and cannot 
be implemented until funding is provided 
by Congress. 


HEOA section 446 
HEA section 447(b) 
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FWS community service waiver 
request 


Electronic Announcement March 28, 2016 


www. ifap.ed.gov/eannouncements/ 
032614FWSCommunitySvcWaiver1415.html 


Submissions Requirements 
for a FWS Community Service 
Waiver Request 


A school must submit its waiver request to 
the Department of Education (the 
Department) electronically via the 
eCampus-Based (eCB) Website at the 
“Community Service Waiver" link at the 
top of the “Setup-Change Years/Schools” 
page. 


The school’s waiver request must specify 
whether the school is requesting a waiver 
of the seven percent community 

service requirement, the reading tutors of 
children or family literacy project 
requirement, or both. It must also include 
detailed information to demonstrate that 
complying with the requirement(s) would 
cause hardship for the school’s students. 


The Campus-Based Deadline Dates for the 
upcoming year can be found on the IFAP 
web page at 
ifap.ed.gov/ifap/cbp_deadlines.jsp. 
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Waivers of the community service and/or math and 
reading tutor requirements 


A school may request a waiver of the community service and tu- 
tor requirements; the request must be electronically using the eCampus 
Based System (eCB) at the “Community Service Waiver” link at the top 
of the “Setup-Change Years/Schools” page.. The fact that it may be 
difficult for the school to comply with these requirements is not, in and of 
itself, a basis for granting a waiver. 


To request a waiver for an award year, a school must submit a waiver 
request to the Department via eCB and provide any supporting informa- 
tion or documentation by the established deadline date of that award 
year. If a school has any questions about the community service expendi- 
ture requirements or waiver procedures, the school can contact the De- 
partment’s Campus-Based Call Center at 877-801-7168. 


See the graphic Community Service Waivers later in this chapter for 
more information. 


Effect of reallocation on minimum community 
service expenditures 


When a school receives reallocated FWS funds, the minimum 
amount of FWS federal funds the school must expend on community 
service jobs for an award year is one of the following two amounts, 
whichever is greater: 


° 7% of the sum of 


* your original FWS allocation, plus 
¢ your FWS supplemental allocation (if any), minus 
* any amount of FWS federal funds you returned 
through the reallocation process or earlier 
OR 


¢ 100% of your FWS supplemental allocation (if any). 
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COMMUNITY SERVICE JOBS 


Your school must use at least 7% of its FWS allocation to employ 
students in community service jobs. Community Service jobs can be 
either on campus or off campus. Nonprofit agencies can qualify as com- 
munity service employers if the work performed meets the definition of 
community services in the regulations. See the list of programs and 
activities that are recognized as appropriate work in community services 
in the graphic the end of this section. (Note that private, for-profit 
organizations do not qualify as employers for community service under 
the FWS Program.) 


At least one of the FWS students your school employs to fulfill this 
requirement must 


¢ perform family literacy activities in a family literacy project 
that provides services to families with preschool age children 
or elementary school children; or 


¢ serve as a reading tutor for children who are preschool age or 
are in elementary school. 


To further encourage schools to employ FWS students in these 
positions and as mathematics tutors, FWS regulations authorize a 100% 
federal share of FWS wages. 


Employing an FWS student in these positions serves the needs of the 
community and gives the FWS student an enriching and rewarding 
experience. 


Schools must inform students of FWS community service 
opportunities available in the local community. The Program 
Participation Agreement also requires your school to work with local 


nonprofit, governmental, and community-based organizations to identify 


community service opportunities, including those that assist supportive 
services to students with disabilities. Schools should promote these 
opportunities to students by notifying each student individually or via 
general means such as campus websites or publications. 
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More information 
Community service DCL CB-07-08 
Family literacy project DCL CB-98-6 
Community Service 34 CFR 675.18(g) 


Civics, emergency response, and 
other teaching projects 


In meeting the 7% community service ex- 
penditure requirement, students may be 
employed to perform civic education and 
participation activities in projects that teach 
civics in schools, raise awareness of govern- 
ment functions or resources, or increase 
civic participation. 

To the extent practicable, a school must 
give priority to the employment of 
students in projects that educate or 
train the public about evacuation, emer- 
gency response, and injury prevention 
strategies relating to natural disasters, 
acts of terrorism, and other emergency 
situations; and 
ensure that the students receive appro- 
priate training to carry out the educa- 
tional services required. 


34 CFR 675.18 (g)(4)(i) 
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Indirect Services 


The Department does not intend to indi- 
cate that certain activities are more impor- 
tant than others or that only jobs that have 
direct contact with community members 
are acceptable. For example, an FWS 
student working for the Meals on Wheels 
Program is performing community service 
when conducting research on where the 
program is needed, when recruiting or 
coordinating volunteers to distribute the 
meals, or when preparing meals for the 
program, despite having no contact with 
the community residents. Such indirect 
services are very important in meeting 
community needs. 
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Community service jobs eligible for FWS 


Community services are defined as services that are identified by an 
institution of higher education through formal or informal consultation 
with local nonprofit, government, and community-based organizations, 
as designed to improve the quality of life for community residents, par- 
ticularly low-income individuals, or to solve particular problems related 
to their needs. These services include 


¢ such fields as health care, child care, literacy training, 
education (including tutorial services), welfare, social services, 
transportation, housing and neighborhood improvement, pub- 
lic safety, crime prevention and control, recreation, rural devel- 
opment, community improvement, and emergency prepared- 
ness and response; 


¢ work in service opportunities or youth corps under Ameri- 
Corps, and service in the agencies, institutions, and activities 
described later; 


¢ — support services for students with disabilities (including stu- 
dents with disabilities who are enrolled at the school!); and 


¢ activities in which an FWS student serves as a mentor for such 
purposes as tutoring (see Employing FWS students as tutors 
later in this chapter), supporting educational and recreational 
activities, and counseling, including career counseling. 


To be considered employed in a community service job for FWS pur- 
poses, an FWS student does not have to provide a “direct” service. The 
student must provide services that are designed to improve the quality 
of life for community residents or to solve particular problems related to 
those residents’ needs. A school may use its discretion to determine what 
jobs provide service to the community, within the guidelines provided by 
the statute, regulations, and the Department. Note that there is a model 
need assessment at the end of this chapter that can be used with commu- 
nity service agencies. 


There is no restriction as to whether these jobs must be on or off cam- 
pus. However, a university or college is not considered a community for 
the purposes of the FWS community service requirements. On-campus 
jobs can meet the definition of community services, provided the services 
are designed to improve the quality of life for community residents, or to 
solve problems related to their needs and that they meet the regulatory 
and statutory provisions pertaining to the applicable FWS employment 
limitations and conditions. 


1. This is the only statutory exception to the requirement that community service be 
open and accessible to the community. 
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Employing FWS students as tutors 


In an effort to increase the reading and math proficiency of our na- 
tion’s children, tutoring in these areas has become a federal priority. The 
FWS regulations authorize a 100% federal share of FWS wages earned 
by a student who is employed to perform civic education and 
participation activities, such as 


¢ asa reading tutor for preschool-age through elementary 
school-age children; 


¢ asa mathematics tutor for children in elementary school 
through ninth grade; or 


¢ performing family literacy activities in a family literacy 
project that provides services to families with preschool-age 
children or children who are in elementary school. 


When employing students as reading tutors, schools must, to the 
maximum extent possible, give placement priority to schools that are 
participating in a reading reform project that: (1) is designed to train 
teachers how to teach reading on the basis of scientific research on read- 
ing; and (2) is funded under the Elementary and Secondary Education 
Act of 1965, as amended. The school must further ensure that reading 
tutors receive training from the employing school in the instructional 
practices used by the school. 
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Reading and math tutors 
DCL CB-97-12, July 1999 
DCL CB-99-12, July 1997 


Reading tutors 
34 CFR 675.18(g)(3) 


Dt 
Reading and math tutors 

Dear Colleague Letter CB-97-12, dated July 
1999 

Dear Partner Letter CB-99-12, dated July 
1997 
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Community Service Opportunities, 
Youth Corps Programs, Other Programs and Activities 


The definition of community services for FWS includes work in “service opportunities” or “youth corps,’ as defined 
in Section 101 of the National and Community Service Act of 1990: 


Service opportunity. A program or project, including a service learning program or project, that enables students 
or out-of-school youth to perform meaningful and constructive service in agencies, institutions, and situations 
where the application of human talent and dedication may help meet human, educational, linguistic, and 
environmental community needs, especially those relating to poverty. 


Youth corps program. A program, such as a conservation corps or youth service program, that offers full-time, 
productive work (to be financed through stipends) with visible community benefits in a natural resource or 
human service setting and that gives participants a mix of work experience, basic and life skills, education, 
training, and support services. 


The definition of “community services” also includes service in agencies, institutions, and activities that are 
designated in Section 124(a) of the National and Community Service Act of 1990. These include the following 
conservation corps and human services corps programs, as well as programs that encompass the focus and 
services of both. 


Conservation corps programs Human services corps programs 
Conservation corps programs that focus on Human services corps programs that include service in 


+ conservation, rehabilitation, and the + state, local, and regional government agencies; 


improvement of wildlife habitat, rangelands, * nursing homes, hospices, senior centers, hospitals, 
parks, and recreation areas; local libraries, parks, recreational facilities, child and 


urban and rural revitalization, historical and adult daycare centers, programs serving individuals 
site preservation, and reforestation of both with disabilities, and schools; 


urban and rural areas; 
fish culture, wildlife habitat maintenance and 


improvement, and other fishery assistance; 
road and trail maintenance and private nonprofit organizations that primarily focus 


improvement; on social service such as community action agencies; 


law enforcement agencies and penal and probation 
systems; 


erosion, flood, drought, and storm damage activities that focus on the rehabilitation or 
assistance and controls; improvement of public facilities; neighborhood 
stream, lake, waterfront harbor, and port improvements; literacy training that benefits 
improvement; educationally disadvantaged individuals; 
wetlands protection and pollution control; weatherization of and basic repairs to low-income 
insect, disease, rodent, and fire prevention housing, including housing occupied by older 
and control; adults; energy conservation (including solar energy 
the improvement of abandoned railroad techniques); removal of architectural barriers to 
beds and rights-of-way; access by individuals with disabilities to public 
energy conservation projects, renewable facilities; activities that focus on drug and alcohol 
resource enhancement, and recovery of abuse education, prevention, and treatment; and 
biomass; conservation, maintenance, or restoration of natural 
reclamation and improvement of strip- resources on publicly held lands; and 
mined land; any other nonpartisan civic activities and services 
forestry, nursery, and cultural operations; that the commission determines to be of a 
and substantial social benefit in meeting unmet human, 
making public facilities accessible to educational, or environmental needs (particularly 
individuals with disabilities. needs related to poverty) in the community where 
volunteer service is to be performed. 


See 34 CFR 675.2 Definitions; “Community Service” 
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Community Service Waivers 


E-Announcement March 28, 2016 
HEA Sec 443(b)(2)(A) 
34 CFR 675.18(g) 


The Department, in the past, has 
approved a limited number of waivers 
of the community service requirements 
for schools that have demonstrated 
that enforcing these requirements 
would have caused a hardship for their 
students. Examples of waiver requests 
include the following: 


Case Study #1—Small FWS allocation 


The school had a very small FWS 
allocation. The supporting information 
submitted by the school noted that 
seven percent of the school’s allocation 
only provided enough funds for a 
student to work for a short period of 
time. Therefore, the school was unable 
to find placement for a student in 
community service. 


Case Study #2—Rural area 


The school was in a rural area that was 
located far away from the types of 
organizations that would normally pro- 
vide community service jobs. The school 
provided information that showed its 
students lacked the means of trans- 
portation to get to the town where 

the community jobs were located. In a 
similar waiver request in which trans- 
portation did exist, a school provided 
documentation that showed that the 
transportation costs were extremely 
high for the students. 
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Case Study #3—Specialized 
program 


The school offered only a single 
program of specialized study that 
required its students to participate in 
extensive curriculum and classroom 
workloads. The school provided infor- 
mation that demonstrated this special- 
ized educational program prevented the 
students from performing community 
service jobs at the time those work op- 
portunities were available. 


These examples are not the only 
circumstances that may result in 
approval of a waiver request; however, 
you must always submit a justification of 
your request. 


The Department posts an annual 
announcement to the IFAP website 
describing the electronic waiver process 
and giving the deadline date for that 
year. 


A school must submit its waiver request 
to the Department electronically via the 
eCampus-Based (eCB) website at: 
cbfisap.ed.gov/ecb/CBSWebApp/. 


For more detail, see the E-Announce- 


ment referenced at the beginning of this 
section. 
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Establishing FWS Community Service Jobs 


In contacting potential community service agencies, schools should place a priority on jobs 


that will meet the human, educational, envi 
individuals.* 


Step #1: Identify Potential Jobs and 
Employers 


Identify jobs 


Brainstorm types of jobs that 
would meet the community ser- 
vice requirement. What jobs do 
your students currently hold, on 
campus or off campus, that meet 
the community service definition? 


Communicate the community ser- 
vice requirements to your school’s 
student employment office. 


Identify employers. 


Which local community service or- 
ganizations might be interested in 
employing your FWS students? 


Contact local nonprofit, govern- 
ment, and community-based 
organizations to assess their 
needs and determine what 
interest exists for employing FWS 
students. 


Talk to colleagues 
Talk to colleagues at other schools to get 


ideas on implementing, locating, and 
developing the community service jobs. 


ronmental, and public safety needs of low-income 


Step #2: Research Your Students’ 
Interest in Community Service 


Research your FWS students’ degrees or 
certificate programs, interests, and skills to 
determine which recipients might find com- 
munity service jobs appealing. 


Step #3: Promote Community Service 
Jobs 


Devise a plan to market community 
services under the FWS Program to 

eligible student employers and the 

community. 


Obtain a listing of potential commu- 
nity service agencies. 


Ask to be a presenter at various 
organizations’ meetings. 


Engage in networking activities. 
Hold and attend job fairs. 


Host a financial aid office “open 
house.” 


Visit local agencies. 


* There is no formal definition of “low-income individuals” for this purpose, and there is no 
statutory requirement that a particular number or proportion of the individuals must be low- 


income persons. Some examples of jobs that 


provide services to persons in the community 


who may not necessarily be low-income individuals are jobs that provide supportive services to 
individuals with disabilities or that prevent or control crime in the community. 
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What Is a Family Literacy Project? 
How Are Family Literacy Activities Defined? 


Research shows that children whose parents work with them on literacy skills during early 
childhood have a better chance of reading well and independently. The family literacy concept 
recognizes the family as an institution for education and learning and the role of parents as their 
children’s first teachers. 


A family literacy program integrates four components. It provides 


literacy or pre-literacy education to children, 
literacy training for parents or other caregivers of children in the program, 


a means of equipping parents or other caregivers with the skills needed to partner with 
their children in learning, and 


literacy activities between parents or other caregivers and their children. 


This definition is consistent with the Even Start and Head Start definitions of Family Literacy 
programs. 


The Department does not define “family literacy activities” for purposes of the community 
service expenditure requirement or the waiver of the institutional share requirement. The Depart- 
ment gives schools reasonable flexibility to determine the job description and duties for an FWS 
student performing family literacy activities. 


Family literacy activities are not limited to just tutoring positions. For example, family literacy 
activities may include training tutors, performing administrative tasks such as coordinating the 
tutors, or working as an instructional aide who prepares the materials for the project. However, it 
would not be reasonable to include janitorial or building repair jobs as family literacy activities. 
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On-campus employment 
34 CFR 675.21 


Employment ina 
Foreign Country 


Normally, employment in a foreign coun- 
try is not permissible under the law. How- 
ever, a school with an additional location 
in a foreign country may employ students 
under FWS if the branch has its own fa- 
cilities, administrative staff, and faculty. 
Students may also be employed by a U.S. 
government facility such as an embassy 
or a military base. A student may not be 
employed for a nonprofit organization in a 
foreign country. 


Definition of institution of 
higher education 


The FWS regulations define institution of 
higher education as A public or private 
nonprofit institution of higher education, a 
proprietary institution of higher education, 
or a postsecondary vocational institution. 
34 CFR 675.2(b) 
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WORK ON CAMPUS (SCHOOL IS EMPLOYER) 


A student may be employed on campus at any type of postsecondary 
institution, including at a proprietary school. 


A school, other than a proprietary school, may employ a student to 
work for the school itself, including certain services for which the school 
may contract, such as food service, cleaning, maintenance, and security. 
Work for the school’s contractors is acceptable as long as the contract 
specifies the number of students to be employed and specifies that the 
school selects the students and determines their pay rates. 


A proprietary school also may employ a student to work for the 
school itself with certain restrictions (discussed under “Work for a 
Proprietary School”). 


At any type of postsecondary institution, including proprietary 
schools, an FWS student may be assigned to assist a professor if the stu- 
dent is doing work the school would normally support under its own 
employment program. Having a student serve as a research assistant to a 
professor is appropriate, as long as the work is in line with the professor's 
official duties and is considered work for the school itself. 
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WORK FOR A PROPRIETARY SCHOOL 


A proprietary school may employ a student to work for the school 
itself, but only in jobs that meet certain criteria. 


If the jobs are in community service, they may be either on or off 
campus. Students employed by a proprietary school and performing 
community service do not have to furnish student services that are 
directly related to their education. 


If the jobs are not in community service, they must be on campus and 
must provide student services that are directly related to the FWS student’s 
training or education. To the maximum extent possible, the job must 
complement and reinforce the FWS student’s educational program or 
vocational goals. The job may not involve soliciting potential students to 
enroll at the proprietary school. 


In general, jobs that primarily benefit the proprietary school are 
not student services. For example, jobs in facility maintenance or 
cleaning are never student services. See the sidebar on the next page for 
examples of jobs that do not provide student services. Again, this list is 
not exhaustive. Jobs in the admissions or recruitment area of a school are 
not acceptable student services because such jobs are considered to 
involve soliciting potential students to enroll at the school. 


The non-community service job must provide student services that 
are directly related to the FWS student’s training or education. This 
does not mean that the FWS student must be enrolled in an academic 
program for that field. Instead, it means that the FWS student must be 
receiving work experiences that are directly applicable to the skills needed 
for his or her career path. For example, an FWS student enrolled in an 
air-conditioning repair program wants to work in the school’s library. 
Although the student is not pursuing a career as a librarian, the student 
would still be able to work in the library. The job is directly related to his 
or her training because he or she is learning customer service and basic 
office functions that are applicable to work in an air-conditioning repair 
shop or dealership. Similarly, a job in another student service office such 
as financial aid, registrar, and job placement would also be considered 
directly related to the FWS student's training. 
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Proprietary school employment 
34 CFR 675.21(b) 


A proprietary school also may employ a 
student to work for the school itself with cer- 
tain restrictions (see “Work for a Proprietary 
School” in this section). 


Student Services 


Student services may include: 
jobs in financial aid, 
jobs in a library, 
peer guidance counseling, 
job placement, 
assisting an instructor with 
curriculum-related activities 
(e.g., teaching assistant), 
security, 
social and health services, and 
tutoring. 


Student services never include: 
facility maintenance, 
cleaning, 
purchasing, and 
public relations 


34 CFR 675.2(b) 
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Student services are services that are offered to students. Students 
are persons enrolled or accepted for enrollment at the school. An FWS 
student who provides services only to the school’s former students is not 
providing student services because the services are not offered to 
currently enrolled students. However, an FWS student who provides 
services to both current students and former students is providing 
student services because the services are offered to currently enrolled 
students. For example, an FWS student provides job placement assistance 
to current students and alumni of the school. The FWS student is con- 
sidered to be providing student services because his or her services are 
offered to current students and alumni. 


Student services do not have to be direct services or involve personal 
interaction with other students. Services are considered student services 
if the services provide a benefit either directly or indirectly to students. 
For example, an FWS student may work in assisting an instructor in the 
lab or in other work related to the instructor’s official academic duties at 
the school. See the sidebar for an expanded list of examples of jobs that 
provide student services. The list is not exhaustive. The fact that a job has 
some operational functions does not preclude it from being an acceptable 
FWS job as long as it furnishes student services. 
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WORK OFF CAMPUS 


A postsecondary school (including a proprietary school) may use Off-campus agreements 
FWS funds to pay a portion of the wages of a student who is employed ea Che 672-2000) 
off campus by certain nonprofit agencies or private employers. 


Employment by a federal, state, 

or local public agency, or a 

private nonprofit organization 
If a student is employed off campus by a federal, state, or local 34 CFR 675.23 

public agency or by a private nonprofit organization, providing jobs 

related to the student’s academic or vocational goals is encouraged but 

not required. 


Work off campus for nonprofit or government agency 


A private nonprofit organization is one in which no part of the net Off-Campus Community 
earnings of the agency benefits any private shareholder or individual. An Service Program 
organization must be incorporated as nonprofit under federal or state law. 


; a A : This program supports innovative projects 
A school classified as a tax-exempt organization by either the federal or 


that recruit and compensate students for 


state Internal Revenue Service meets this requirement. Examples of pri- work assignments in off-campus com- 

vate nonprofit organizations generally include hospitals, day care centers, _ | Munity service jobs. Institutions of higher 

halfway houses, crisis centers, and summer camps. education participating in FWS may apply 
for funds to design or arrange off-campus 
work-study placements for enrolled under- 

Work must be “in the public interest” graduate students. 

Work performed off campus must be in the public interest. Work in the Funds may only be used to make pay- 
public interest is defined as work performed for the welfare of the nation or ments to students participating in work- 
community rather than work performed for a particular interest or group. study programs. These awards may 


include compensation for time spent in 
training and in traveling to work site(s) or 
training. 


Work is not “in the public interest” if it 


¢ primarily benefits the members of an organization that has 
membership limits, such as a credit union, a fraternal or reli- 
gious order, or a cooperative; 


¢ involves any partisan or nonpartisan political activity or is as- 
sociated with a faction in an election for public or party office; 


¢ is for an elected official unless the official is responsible for the 
regular administration of federal, state, or local government; 


¢ is work as a political aide for any elected official; 


¢ takes into account a student's political support or party affilia- 
tion in hiring him or her; or 


¢ involves lobbying on the federal, state, or local level. 
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Political activity, whether partisan or nonpartisan, does not qualify 
as work in the public interest. For example, a student is not considered 
to be working in the public interest if working at voting polls—even if he 
or she only checks off the names of those who came to vote and does not 
pass out flyers supporting a particular candidate. Also, a student is not 
considered to be working in the public interest if working to support an 
independent candidate. Another example of nonpartisan political activity 
is work for a city political debate. 


funds from an off-campus 


Treatment of excess , , aie : 
. . Working for an elected official as a political aide also does not TIP} 
agreement 


qualify as work in the public interest. For example, a student could not 
represent a member of Congress on a committee. However, a student 

Ifa school receives more money under could be assigned to the staff of a standing committee of a legislative body 
an employment agreement with an off- or could work on a special committee, as long as the student would be 


Campus agency hain Tie sur at selected on a nonpartisan basis and the work performed would be non- 
1. required employer costs, . 
partisan. 


2. the school’s nonfederal share, and 
3. any share of administrative costs the 
employer agreed to pay, Under certain circumstances, work for an elected official respon- 
the school must handle the excess in sible for the regular administration of federal, state, or local government 
Spor itee ways may be considered to be in the public interest. “Regular administration” 


1. use it to reduce the federal share on bettie aay : woe . : 
a dollarerdoller basis: means the official is directly responsible for administering a particular 


2. hold it in trust for off-campus em- function. Such a person would not create, abolish, or fund any programs 
ployment during the next award but would run them. Working for a sheriff would be acceptable, as would 
aera working for an elected judge (because he or she has direct responsibility 


. refund it to the off-campus em- ee 
ployer. for the judicial system). 


As stated previously, any political activity would not be acceptable— 
raising funds for the official’s re-election, for example. An FWS position 
that involves lobbying at the federal, state, or local level is not work in the 
public interest. FWS students are prohibited from working for the U.S. 
Department of Education due to the potential appearance of conflict of 
interest. 


Work off campus for private for-profit companies 


Work for private for-profits Schools also may enter into agreements with private for-profit 

34 CFR 675.23 companies to provide off-campus jobs for students; however, these jobs 
must be academically relevant, to the maximum extent practicable, to the 
student’s program of study. (A student studying for a business 
administration degree could work in a bank handling customer 
transactions, for example.) Private for-profit organizations do not qualify 
as employers for community service under the FWS Program. 
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Employment in Apprenticeships through the 
Federal Work-Study Program 


A school may use its Federal Work-Study (FWS) Program funds to pay 
the training wages for otherwise eligible FWS students employed as 
apprentices, even when the apprenticeship is not part of the student’s 
eligible academic program. 


The Department allocates FWS Federal funds to institutions under a 
statutory formula that requires an institutional match. While the Federal 
share of an FWS student’s wages generally may not exceed 75 percent for 
a student employed by the school or by a public or nonprofit agency, the 
Federal share may not exceed 50 percent for a student employed by a 
private for-profit entity. Moreover, a school may only use a maximum of 
25 percent of its total FWS Federal allocation to pay the wages of FWS 
students employed by private for-profit organizations. Any student 
enrolled at a postsecondary institution participating in the FWS program 
is eligible for FWS employment if the student meets all Federal student 
aid eligibility requirements, including having financial need. 


Under certain conditions, and at the school’s discretion, employment 
under the FWS Program may include employment in apprenticeships. 
If a school chooses to include one or more apprenticeships as part of its 
FWS Program, selected FWS eligible students may receive FWS wages for 
employment in the apprenticeship regardless of whether or not the 
apprenticeship comprises part of the student’s educational program. 
Finally, FWS wages earned as part of apprenticeships are not used in 
determining the student’s eligibility for Federal student aid in the 
following year. 


A job under the FWS Program must be suitable to the scheduling and 
other needs of the student and must, to the maximum extent practicable, 
complement and reinforce the educational programs or vocational goals 
of the student. The wage rate and other conditions of FWS employment, 
including in an apprenticeship program, are determined by, among other 
things, minimum wage rules, the type of work performed, the geographic 
region, the student’s proficiency, and any applicable Federal, state, or 
local law. 


Financial aid administrators at postsecondary institutions are 
responsible for ensuring compliance with Federal laws and regulations 
regarding FWS employment, including employment in apprenticeship 
programs. Apprenticeship providers must coordinate with postsecondary 
institutions to ensure compliance with all relevant requirements. 
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Rules for Private For-Profit 
Organizations 


Private for-profit organizations may not 
hire FWS employees to replace regular 
employees. Also note that the federal 
share of FWS wages paid to a student 
working for a private for-profit organiza- 
tion may not exceed 50%. 


Work in the Public Interest: 
Examples 


In deciding whether work is in the public 
interest, schools must consider the nature 
of the work as well as that of the organiza- 
tion. For example, a private nonprofit civic 
club may employ a student if the 
student's work is for the club’s community 
drive to aid handicapped children. If the 
student's work is confined to the internal 
interests of the club, such as a campaign 
for membership, the work would benefit 
a particular group and would not be in 
the public interest. As another example, a 
student may work for a private nonprofit 
membership organization, such as a golf 
club or swimming pool, if the general 
public may use the organization’s facilities 
on the same basis as its members. If only 
members may use the facilities, FWS em- 
ployment is not in the public interest. 
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Off-campus agreements 


If your school would like an off-campus organization to employ 
FWS students, your school must enter into a written agreement—a 
contract—with the off-campus organization. A written agreement is 
required with the off-campus organization even if your school is 
considered the employer of the FWS student. The school must make 
sure the off-campus organization is a reliable agency with professional 
direction and staff and that the work to be performed is consistent with 
the purpose of the FWS Program. Note that there is a model off-campus 
agreement at the end of this chapter. The model need not be followed 
exactly but serves as a guide. 


The agreement should specify what share of student compensation 
and other costs will be paid by the off-campus organization. For-profit 
organizations must pay the nonfederal share of student earnings. Any off- 
campus organization may pay 


¢ the nonfederal share of student earnings; 


¢ required employer costs, such as the employer's share of Social 
Security or workers’ compensation; and 


¢ the school’s administrative costs not already paid from its 
Administrative Cost Allowance (ACA). 


The agreement sets forth the FWS work conditions and establishes 
whether the school or the off-campus organization will be the employer 
for such purposes as hiring, firing, and paying the student. The employer 
is generally considered to be the entity that will control and direct the 
work of the FWS students—supervising them at the work site, regulating 
their hours of work, and generally ensuring that they perform their duties 
properly. However, the school is ultimately responsible for making sure 
that payment for work performed is properly documented and that each 
student’s work is properly supervised. 


The agreement should define whether the off-campus organization 
will assume payroll responsibility and bill the school for the federal share 
of the students’ wages, or whether the school will pay the students and 
bill the off-campus organization for its contribution. The school must 
make up any payments the off-campus organization does not make. It is 
the school’s responsibility to ensure that FWS payments are properly 
documented, even if the off-campus organization does the payroll. To 
fulfill that responsibility, the school must keep copies of time sheets and 
payroll vouchers and keep evidence that the students were actually paid 
(usually copies of the canceled checks or receipts signed by the students). 


The school is also responsible for ensuring that each student’s work 
is properly supervised. School officials should periodically visit each off- 
campus organization with which they have an off-campus agreement to 
determine whether students are doing appropriate work and whether the 
terms of the agreement are being fulfilled. 
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The agreement must state whether the school or off-campus 
organization is liable for any on-the-job injuries to the student. The 
employer is not automatically liable. Federal FWS funds cannot be used 
to pay an injured student’s hospital expenses. 


In determining whether to continue an off-campus agreement, many 
schools have found it helpful to require that students submit a formal 
evaluation of their work experience at the end of the assignment. The 
school may also use the evaluation to help off-campus agencies improve 
their work programs. 


Staff members of the off-campus organization must become 
acquainted with a school’s financial aid and student employment pro- 
grams to better understand the school’s educational objectives. The 
school must supply the off-campus organization with this information. 


Providing the federal share and billing for the 
employer's share 


If an off-campus agreement specifies that the off-campus 
organization will assume payroll responsibility and bill the school for the 
federal share of the students’ wages, the school will be sending federal 
funds to the off-campus organization. The agreement with the school 
should include the procedures the off-campus organization must follow 
and the documents it must provide in order to be reimbursed for the 
federal portion of a student’s salary. 


Your school should have written policies that describe the aforemen- 
tioned procedures, the documentation the off-campus organization must 
provide, and how the reimbursement process will be handled. Your 
accounting entries must completely track the payment of the 
federal share to the off-campus organization and must be backed by 
the original documents specified in your policies. Your school is liable 
for federal funds expended for which it does not have proper records 
or documentation. 


If your agreement with the off-campus organization specifies that 
the school will pay the students and bill the off-campus organization for 
its share, the agreement should include the steps the school will take, the 
documentation the school will provide, and the time frame within which 
the off-campus employer will pay the school its share of the FWS com- 
pensation. 


Your school should have a system for ensuring that off-campus em- 
ployers are billed for their share of FWS wages in a timely manner. In 
addition, you should have a system for following up if bills remain un- 
paid after a reasonable period of time. Your accounting entries must 
completely track the billing and receipt of the employer’s share and must 
be backed by any original documents required (e.g., detail of the wages 
paid to students and calculation of the employer’s share). 
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Employing FWS Students as Tutors 


What are the requirements for a “reading tutor” or “math tutor?” 


The Department does not define “tutor” for the FWS Program. This gives schools flexibility in 
determining the job description and duties of a tutor. For example, a reading tutor could be an 
FWS student who reads to a group of preschoolers in a public library. 


An FWS student employed as a tutor does not have to meet certain statutory (for reading tutors) 
or regulatory (for reading and mathematics tutors) educational standards or qualifications for the 
school to receive an institutional-share waiver. However, an FWS reading or math tutor must have 
adequate reading or math skills, as appropriate, and the Department strongly recommends that 
the tutors be well trained before they tutor. 


The Department does not require background checks of FWS tutors. However, some state and 
local jurisdictions may require such checks. The requirements will vary according to the agency or 
organization involved. 


What is a preschool-age child? 


A preschool-age child is a child from infancy to the age at which his or her state provides 
elementary education. 


What is the definition of an elementary school? 


The definition of an elementary school varies from state to state. Because the Department 
does not wish to interfere with a state’s determination of what constitutes children who are in 
elementary school, we will not provide guidance on the maximum grade level for elementary 
school for purposes of the institutional-share waiver for tutoring. 


In what setting must tutoring take place? 


Tutoring may be one-on-one or in a group. Tutoring sessions can take place in a school setting 
or another location, such as a public library or community center. Tutoring sessions can be held 
during regular school hours, after school, on weekends, or in the summer. 


Can FWS students tutor children in parochial schools? 
An FWS student can tutor a child in a parochial school under certain conditions: 


+ The parochial school must be classified as a private, nonprofit school by the Internal 
Revenue Service or a state taxing body. 


The work may not involve constructing, operating, or maintaining any part of a building 
used for religious worship or sectarian instruction. 


The FWS tutor may not use religious material to tutor the child. 


Should tutors be trained? 


The Department strongly recommends that the tutors be well trained before they tutor. When 

an FWS student receives training from a specialist or expert for sufficient duration and intensity, 
he or she is more likely to be successful with the child he or she is tutoring. Tutor training should 
emphasize the importance of the tutor’s communication with the regular classroom teacher to 
maximize effectiveness. The amount and type of training will often vary, depending on the needs 
of the child being tutored and the subject being studied. (See Chapter 1 for information on using 
the administrative cost allowance to pay for the cost of training tutors.) 
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Can students be paid while in training? 


Under limited circumstances, an FWS tutor can receive FWS wages while being trained, 
and these wages can qualify for a waiver of the institutional share. This training period 
must be only for a reasonable and limited length of time. The Department would not 
consider a training period of an academic term to be reasonable. The Department would 
consider a reasonable training period to be one that occurs before the student begins 
tutoring and that does not exceed approximately 20 hours. A school may not pay an 
FWS student to take an academic course the school developed to provide classroom 
training on tutoring children. An FWS student may take such a course as long as he or 
she is not paid for taking the course (34 CFR 675.18(h)). 


Can students be paid during preparation and evaluation activities? 


The preparation time and evaluation time worked by an FWS tutor qualify for a 100% 
federal share as long as the time spent for this purpose is reasonable. For example, the 
Department would consider attending evaluation and preparation meetings once a 
week for approximately one hour to be reasonable. The Department wants to give some 
flexibility because of the value of evaluation and preparation time. However, the goal is 
to spend funds for FWS students to interact with the children in family literacy programs, 
not for other activities. 


Will a tutoring job always satisfy the community service requirement? 


An FWS tutor job might qualify for a waiver of the institutional share (100% federal 
share) but not qualify as part of the 7% community service requirement. If, for example, 
a postsecondary school employs FWS students to tutor young children in its daycare 
center and the center is not open and accessible to the community, the job would 
qualify for the waiver but would not qualify as part of the 7% community service 
requirement. 


What if the FWS student is training tutors, performing related administrative tasks, or 
works another FWS job? 


The wages of an FWS student who is training tutors or who is performing administrative 
tasks related to supporting other people who are actually providing the reading or 
mathematics tutoring do not qualify for a federal share of up to 100%; rather, an 
institutional share is required. 


Remember that it is the FWS reading or mathematics tutor job, not the student working 
in the job, that qualifies for the institutional-share waiver. Thus, an FWS student who 

is working another FWS job in addition to the tutor job can be paid with 100% federal 
funds only for the time he or she is working as a tutor, not for time spent on the other 
job. If, for example, an FWS student spends only half of his or her time working as a 
reading tutor (including preparation and evaluation time) and the other half on non- 
tutoring tasks, the student may be paid 100% federal funds only for half the time, and 
the other half must be paid with a maximum of 75% federal funds and a minimum of 
25% nonfederal funds. 


How can my school start placing FWS students as tutors? 


Your school may construct its own reading tutor program or join existing community 
programs. 


You may use the Job Location and Development (JLD) Program to locate or develop jobs 
for FWS students as tutors of children. However, you may not use JLD funds exclusively 
for this purpose because you would be in violation of the JLD statutory requirement 

to expand off-campus jobs for currently enrolled students who want jobs regardless of 
their financial need. 
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JLD Program 
34 CFR 675 Subpart B 


JLD purpose and description 
34 CFR 675.31 & 34 CFR 675.32 


JLD and Community Service 


The JLD Program encourages students to 
participate in community service activi- 
ties. Your school must inform all eligible 
students of the opportunity to perform 
community services and must develop 
and make available information about 
community service opportunities. The 
JLD Program uses the same definition of 
community services that the FWS Program 
employs. However, the JLD Program does 
not have a specific minimum community 
service requirement, as does the FWS 
Program. 
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JOB LOCATION AND DEVELOPMENT PROGRAM 


The Job Location and Development (JLD) Program is a part of the 
FWS Program. An institution is allowed to use part of the federal funds it 
receives under the FWS Program to establish or expand a JLD Program. 


The JLD Program locates and develops off-campus job opportunities 
for students who are currently enrolled in eligible institutions of higher 
education and who want jobs regardless of financial need. This means 
that jobs may be located and developed under the JLD Program for FWS 
and non-FWS eligible students. 


Under the JLD Program, your school must locate and develop off- 
campus jobs that are suitable to the scheduling and other needs of the 
employed student and must, to the maximum extent practicable, comple- 
ment and reinforce the educational program or vocational goal of the 
student. 


JLD jobs may be part-time or full-time, for either a for-profit or non- 
profit employer. 


JLD Program participation 


A school that participates in the FWS Program is also eligible to 
participate in the JLD Program. A school that has an executed Program 
Participation Agreement (PPA) for the FWS Program may participate 
in the JLD Program without any prior contact with the Department and 
without any revision to its PPA. Under the PPA, the school agrees to 
administer the JLD Program according to the appropriate statutory and 
regulatory provisions. 


If the Department terminates or suspends a school’s eligibility to par- 
ticipate in the FWS Program, that action also applies to the school’s JLD 
Program. 


Student eligibility 


Any student employed in a job developed under the JLD Program 
must be currently enrolled at the school placing him or her in a job. A 
school may place in JLD jobs both students who do not meet FWS stu- 
dent eligibility criteria and those who do meet those criteria. However, 
using JLD funds to find jobs only for FWS students would not satisfy the 
program purpose of expanding off-campus jobs for students who want 
jobs regardless of financial need. 
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Use of FWS allocation for JLD Program 


When establishing or expanding a program to locate and develop off- 
campus jobs, including community service jobs, a school may use up to 
the lesser of 


+ 10% of its FWS allocation and reallocation, or 


+ — $75,000. 
Use of JLD Program funds 


Your school may use federal JLD funds to pay for the cost of estab- 
lishing and administering the JLD Program. You may not use JLD funds 
to 


¢ pay students whose jobs were located and developed through 
the JLD Program; 


¢ locate and develop jobs at your school or other eligible schools; 
¢ place students upon graduation; and 


¢ displace employees or impair existing service contracts. 


A school is expected to generate total student wages exceeding the 
total amount of the federal funds spent under JLD. 


Federal share limitation 


You may use federal FWS funds to pay up to 80% of the allowable 
costs in the JLD program (listed under Allowable program costs). Your 
school must provide the remaining 20% of allowable costs either in 
cash or in services. This requirement, unlike the institutional-share 
requirement for FWS earnings, cannot be waived. 


Your school’s 20% share may be either (1) 20% of each allowable 
cost, or (2) varying percentages of allowable costs, as long as its total ex- 
penditures of institutional funds and/or provision of services equals at 
least 20% of the total allowable costs for the JLD Program. 


You must maintain records that indicate the amount and sources of 


your school’s matching share. Procedures and records requirements for 
JLD are the same as those for all Campus-Based Programs. 
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Use of JLD funds 
34 CFR 675.35(b)(3) 


Federal and institutional shares 
34 CFR 675.33(b) & (c) 


Prohibition on using funds on campus 
34 CFR 675.35(a)(3)(i) 


Maximum federal funds for JLD Programs 
34 CFR 675.32 


Increase in JLD limits 

Effective August 14, 2008, the amount of 
FWS funds institutions of higher education 
may use for Job Location and Development 
Program increases to not more than 10% or 
$75,000 of their FWS allocations, up from not 
more than 10% or $50,000. 

HEOA section 445 

HEA section 445(a)(1) 

Effective date: August 14, 2008 
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Allowable program costs 


Maiaaerase Allowable costs of carrying out the JLD Program include 


34 CFR 675.33(a) 
¢ staff salaries (and fringe benefits, if they are the same as those 


paid to other institutional employees in comparable positions 
and are not paid to a student employed through the FWS 


JLD Reporting on the FISAP Program); 


¢ travel expenses related to JLD activities; 

If your school participates in the JLD 

Program diiring an award year yourmdst ¢ printing and mailing costs for brochures about the JLD 
provide information about its JLD activities Program; 

on the Fiscal Operations Report and Applica- 
tion to Participate (FISAP). You must report 
the total JLD expenditures, federal expen- 
ditures for JLD, institutional expenditures ¢  JLD costs for supplies, equipment, and furniture; 
for JLD, number of students for whom jobs 
were located or developed, and total earn- 
ings for those students. 


¢  JLD telephone charges, including installation of a separate line 
for off-campus employers; 


¢ newspaper or other types of advertising that inform potential 
employers of the services JLD offers; and 


¢ JLD workshops for students and employers. 


Your school may not include student 
seuJiolee iv ate Ee) soxemn e e® Costs that are not allowable are costs related to purchasing, 


in the JLD section for reporting the count 


constructing, or altering the facilities that house a JLD project. Indirect 
of students and the earnings of students 8 8 J aes 


; administrative costs also are not allowable. One example of an indirect 
for whom jobs were located or developed mee : : : : 
POUGninelln ereceniniotetcn aut administrative cost is a portion of the salary of someone who is not 
school used its own funds to pay the in- directly involved in the program, such as the JLD director’s supervisor. 
stitutional share of wages for student staff | Other examples of indirect administrative costs are lighting, heating, or 
jobs, you may count those funds in meet- custodial costs incurred as part of the normal operations of the facility 
ing the minimum 20% institutional-share in which the JLD program is administered, such as the financial aid or 
requirement for the JLD Program. placement offices. 


Students as staff in the JLD Program office 


The prohibition against using JLD funds to locate and develop jobs 
at any school does not mean that your school is also prohibited from 
employing FWS and non-FWS students as staff in the JLD Program 
office. Your school may employ FWS and non-FWS students as staff in 
the JLD Program office as long as you do not use JLD funds to locate and 
develop these jobs. For example, your school could use the FWS Program 
to employ an FWS student as a staff member in the JLD Program office. 


If your school places an FWS student as staff in the JLD Program 
office, there are some important points to note. The statute and the FWS 
regulations prohibit the use of any funds allocated under the FWS 
Program from being used to pay the institutional share of FWS 
compensation to its students. Hence, your school may not use federal 
JLD funds to pay the institutional share of FWS wages earned by an FWS 
student working as staff in the JLD Program office. Instead, you must use 
your school’s funds to pay the institutional share of these wages. 
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Multi-institutional JLD Programs 


Your school may enter a written agreement with other eligible Multi-institutional programs 
schools for those schools to establish and operate a JLD Program for its 34 CFR 675.34 
students. The agreement must designate the administrator of the 
program and must specify the terms, conditions, and performance 
standards of the program. Each school that is part of the agreement 
retains responsibility for properly disbursing and accounting for the 
federal funds it contributes under the agreement. 


For example, each school must show that its own students have 
earned wages that exceed the amount of federal funds the school 
contributed to locate and develop those jobs. This fiscal information must 
be reported on each school’s FISAP. 


If your school uses federal funds to contract with another school, 
suitable performance standards must be part of that contract. Perfor- 
mance standards should reflect each school’s philosophy, policies, and 
goals for the JLD Program. You may not develop performance standards, 
conditions, or terms that are inconsistent with the statute or regulations. 
In all cases, the performance standards should be clearly understandable, 
because they will be included in the formal written agreement that each 
party must observe as part of its responsibility within the particular ar- 
rangement. 


Use of JLD Program Funds to Develop Apprenticeship 
Programs 


A school is permitted to use a portion of the FWS funds it allocates 
for locating and developing off-campus job opportunities to identify 
apprenticeship opportunities and help employers develop jobs that are 
part of apprenticeship programs—regardless of whether the students are 
recipients of Federal student aid. 
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Comprehensive Work-Colleges 
Program 
The Higher Education Amendments of 
1992 authorized the Work-Colleges 
Program. 


The Work-Colleges Program recognizes, 
encourages, and promotes the use of 
comprehensive work-learning-service 
programs as a valuable educational ap- 
proach when used as an integral part of 
the school’s educational program and as 
a part of a financial plan that decreases 
reliance on grants and loans. The program 
also encourages students to participate in 
community service activities. 


Work-Colleges Program 
34 CFR 675 Subpart C 


Purpose 
34 CFR 675.43 


Definition 
34 CFR 675.41 


Application to participate in the 
Work-Colleges Program 
E-Announcement 02-01-2012 


Additional citations 


The Higher Education Opportunity Act of 
2008 introduced the term “work-learning- 
service” and revised the definition of “Work- 
College.” 

HEOA section 447 

HEA section 448 
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WORK-COLLEGES PROGRAM 


The Work College program is separate from the Federal Work Study 
program and schools qualifying to participate in the Work College 
program receive a separate Campus-Based funding allocation in addition 
to the Federal Work Study allocation. 


The term “work-college” is defined as an eligible school that 


¢« has been a public or private nonprofit, four-year, degree- 
granting institution with a commitment to community service; 


¢ has operated a comprehensive work-learning-service program 
(see sidebar for definition) for at least two years; 


¢ requires resident students, including at least one-half of all 
students who are enrolled on a full-time basis, to participate 
in a comprehensive work-learning-service program for at least 
five hours each week, or at least 80 hours during each period 
of enrollment (except summer school), unless the student is 
engaged in a school-organized or approved study abroad or ex- 
ternship program; and 


¢ provides students participating in the comprehensive work- 
learning-service program with the opportunity to contribute 


to their education and to the welfare of the community as a 
whole. 


Schools that satisfy the definition of “work-college” may apply to the 
Department to participate in the program. A work-college may transfer 
funds from its FWS and/or Perkins Loan allocations to fund its Work- 
Colleges Program. 


A comprehensive student work-learning-service program is a student 
work/service program that 


¢ is an integral and stated part of the institution’s educational 
philosophy and program; 


¢ requires participation of all resident students for enrollment 
and graduation; 


¢ — includes learning objectives, evaluation, and a record of work 
performance as part of the student’s college record; 


¢ provides programmatic leadership by college personnel at lev- 
els comparable to traditional academic programs; 


¢ recognizes the educational role of work-learning-service super- 
visors; and 


¢ includes consequences for nonperformance or failure in the 
work-learning-service program similar to the consequences for 
failure in the regular academic program. 
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Allowable program costs Comprehensive student work- 


Allocated program funds may be used to learning-service program 


support the educational costs of students through self-help pro- 
vided under the work-learning-service program within the limits 
of their demonstrated financial need; 


promote the work-learning-service experience as a tool of educa- 
tion and community service; 


carry out FWS and JLD program activities; 


administer, develop, and assess comprehensive work-learning- 
service programs; 


coordinate and carry out joint projects and activities to promote 
learning through work-service; and 


conduct a comprehensive longitudinal study of academic progress 
and academic and career outcomes. 
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42 U.S.C. 2756b [HEA Section 448] 
34 CFR 675.41(b) 


Allowable costs 
34 CFR 675.45 


Unallowable costs 
34 CFR 675.46 


Multi-institutional programs 
34 CFR 675.47 
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Crediting FWS Funds to Students’ Accounts and Paying Credit Balances 


34 CFR 675.16(b) Crediting a student's account at the 
institution. 


(1) If the institution obtains the student's authorization 
described in paragraph (d) of this section, the institution 
may use the FWS funds to credit a student’s account at 
the institution to satisfy 


(i) Current year charges for 


(A) Tuition and fees; 

(B) Board, if the student contracts with the 
institution for board; 

(C) Room, if the student contracts with the 
institution for room; and 

(D) Other educationally related charges incurred by 
the student at the institution; and 


(ii) Prior award year charges with the restriction 
provided in paragraph (b)(2) of this section for a total 
of not more than $200 for 


(A) Tuition and fees, room, or board; and 


(B) Other institutionally related charges incurred by 
the student at the institution. 


(2) If the institution is using FWS funds in combination 
with other Title IV, HEA program funds to credit a 
student's account at the institution to satisfy prior award 
year charges, a single $200 total prior award year charge 
limit applies to the use of all the Title lV, HEA program 
funds for that purpose. 


(c) Credit balances. 


Whenever an institution disburses FWS funds by 
crediting a student's account and the result is a credit 
balance, the institution must pay the credit balance 
directly to the student as soon as possible, but no later 
than 14 days after the credit balance occurred on the 
account. 


(d) Student authorizations. 


(1) Except for the noncash contributions allowed under 
paragraph (e)(2) and (3) of this section [see previous 
pagel, if an institution obtains written authorization 
from a student, the institution may 


(i) Use the student's FWS compensation to pay for 
charges described in paragraph (b) of this section that 
are included in that authorization; and 


(ii) Except if prohibited by the Secretary under the 
reimbursement or cash monitoring payment method, 
hold on behalf of the student any FWS compensation 
that would otherwise be paid directly to the student 
under paragraph (c) of this section. 
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(2) In obtaining the student's authorization to perform 
an activity described in paragraph (d)(1) of this section, 
an institution 


(i) May not require or coerce the student to provide 
that authorization; 


(ii) Must allow the student to cancel or modify that 
authorization at any time; and 


(iii) Must clearly explain how it will carry out that 
activity. 
(3) A student may authorize an institution to carry 
out the activities described in paragraph (d)(1) of this 
section for the period during which the student is 
enrolled at the institution. 


(4) (i) If a student modifies an authorization, the 
modification takes effect on the date the institution 
receives the modification notice. 


(ii) If a student cancels an authorization to use his 
or her FWS compensation to pay for authorized 
charges under paragraph (b) of this section, the 
institution may use those funds to pay only those 
authorized charges incurred by the student before 
the institution received the notice. 


(iii) If a student cancels an authorization to hold his 
or her FWS compensation under paragraph (d)(1)(ii) 
of this section, the institution must pay those funds 
directly to the student as soon as possible, but no 
later than 14 days after the institution receives that 
notice. 


(5) If an institution holds excess FWS compensation 
under paragraph (d)(1)(ii) of this section, the institution 
must 


(i) Identify the amount of funds the institution holds 
for each student in a subsidiary ledger account 
designed for that purpose; 


(ii) Maintain, at all times, cash in its bank account 

in an amount at least equal to the amount of FWS 
compensation the institution holds for the student; 
and 


(iii) Notwithstanding any authorization obtained 
by the institution under this paragraph, pay any 
remaining balances by the end of the institution's 
final FWS payroll period for an award year. 
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Model Off-Campus Agreement 


The paragraphs below are suggested as models for the development of a written agreement between 

a school and a federal, state, or local public agency or a private nonprofit organization that employs 
students who are attending that school and who are participating in the Federal Work-Study (FWS) 
Program. Institutions and agencies or organizations may devise additional or substitute paragraphs as 
long as they are not inconsistent with the statute or regulations. 


This agreement is entered into between , hereinafter known as the “Institution,” and 
, hereinafter known as the “Organization,” a (federal, state, or local public agency), (private nonprofit orga- 
nization), (strike one), for the purpose of providing work to students eligible for the Federal Work-Study [FWS] Program. 


Schedules to be attached to this agreement from time to time must be signed by an authorized official of the institution 
and the organization and must set forth: 
brief descriptions of the work to be performed by students under this agreement; 
the total number of students to be employed; 


the hourly rates of pay; and 


a al 


the average number of hours per week each student will work. 


These schedules will also state the total length of time the project is expected to run, the total percent, if any, of student 
compensation that the organization will pay to the institution, and the total percent, if any, of the cost of employer’s payroll 
contribution to be borne by the organization. The institution will inform the organization of the maximum number of hours per 
week a student may work. 


Students will be made available to the organization by the institution to perform specific work assignments. Students 
may be removed from work on a particular assignment or from the organization by the institution, either on its own initiative or 
at the request of the organization. The organization agrees that no student will be denied work or subjected to different treatment 
under this agreement on the grounds of race, color, national origin, or sex. It further agrees that it will comply with the provisions 
of the Civil Rights Act of 1964 (Pub. L. 88-352; 78 Stat. 252) and Title IX of the Education Amendments of 1972 (Pub. L. 92-318) 
and the Regulations of the Department of Education that implement those acts. Two examples of off-campus agreements are 
included to provide additional guidance. 


Where appropriate, any of the following three paragraphs or other provisions may be included. 


1. Transportation for students to and from their work assignments will be provided by the organization at its own 
expense and in a manner acceptable to the institution. 


2. Transportation for students to and from their work assignments will be provided by the institution at its own 
expense. 


3. Transportation for students to and from their work assignments will not be provided by either the institution or the 
organization. 
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Sample language to specify employer 


Whether the institution or the organization will be considered the employer of the students covered under the agreement 
depends upon the specific arrangement as to the type of supervision exercised by the organization. It is advisable to include some 
provision to indicate the intent of the parties as to who is considered the employer. As appropriate, one of the two paragraphs 
below may be included. 


Although the following paragraphs attempt to fix the identity of the employer, they will not necessarily be determinative if the 
actual facts indicate otherwise. Additional wording that specifies the employer’s responsibility in case of injury on the job may 
also be advisable, since federal funds are not available to pay for hospital expenses or claims in case of injury on the job. In this 
connection, it may be of interest that one or more insurance firms in at least one state have, in the past, been willing to write a 
workers’ compensation insurance policy that covers a student’s injury on the job, regardless of whether it is the institution or the 
organization that is ultimately determined to have been the student’s employer when the student was injured. 


1. The institution is considered the employer for purposes of this agreement. It has the ultimate right to control 
and direct the services of the students for the organization. It also has the responsibility to determine whether 
the students meet the eligibility requirements for employment under the Federal Work-Study Program, to assign 
students to work for the organization, and to determine that the students do, in fact, perform their work. The 
organization's right is limited to direction of the details and means by which the result is to be accomplished. 


2. The organization is considered the employer for purposes of this agreement. It has the right to control and direct 
the services of the students, not only as to the result to be accomplished, but also as to the means by which the 
result is to be accomplished. The institution is limited to determining whether the students meet the eligibility 
requirements for employment under the Federal Work-Study Program, to assigning students to work for the 
organization, and to determining that the students do perform their work. 


Sample language to specify responsibility for payroll disbursements and payment of employers’ payroll 
contributions 


Compensation of students for work performed on a project under this agreement will be disbursed—and all payments due 
as an employer’s contribution under state or local workers’ compensation laws, under federal or state Social Security laws, or 
under other applicable laws, will be made—by the (organization) (institution) (strike one). 


If appropriate, any of the following paragraphs may be included 


1. At times agreed upon in writing, the organization will pay to the institution an amount calculated to cover the 
organization’s share of the compensation of students employed under this agreement. 


2. In addition to the payment specified in paragraph (1) above, at times agreed upon in writing, the organization will 
pay, by way of reimbursement to the institution, or in advance, an amount equal to any and all payments required to 
be made by the institution under state or local workers’ compensation laws, or under federal or state Social Security 
laws, or under any other applicable laws, on account of students participating in projects under this agreement. 


3. At times agreed upon in writing, the institution will pay to the organization an amount calculated to cover the 
federal share of the compensation of students employed under this agreement and paid by the organization. Under 
this arrangement, the organization will furnish to the institution for each payroll period the following records for 
review and retention: 


a) Time reports indicating the total hours worked each week in clock time sequence and containing the 
supervisor's certification as to the accuracy of the hours reported; 


b) A payroll form identifying the period of work, the name of each student, each student's hourly wage rate, the 
number of hours each student worked, each student’s gross pay, all deductions and net earnings, and the total 
federal share applicable to each payroll;’ and 


c) Documentary evidence that students received payment for their work, such as photographic copies of canceled 
checks. 


* These forms, when accepted, must be countersigned by the institution as to hours worked and the accuracy of the total federal share to 
be reimbursed to the organization or agency. 
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Model Need Assessment for FWS 


Community Service Program 


Agency Name: 


Date: 


Contact Name: 


Phone: 


Address: 


1k Nonprofit For-profit 


2. Agency Mission Statement and Description of Clients Served: 


3. Agency Funding Sources (check all that apply): 
____ Federal 

__ State 

____County/City 

_____United Way 

____ Other (explain) 


4. Agency's Fiscal Year: to 
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5. Agency's Staffing (number of positions): 
____ Full-time paid staff 
____ Part-time paid staff 
____ Student employees 


Volunteers 


6. How many student jobs may be available at your agency during: 
Summer 20xx 
20xx-20xx Academic Year 


Summer 20xx 


7. For each student job expected to be available as indicated in #6, provide the following 
information, attaching a separate sheet for each position. 


JobTitle 
Rate or Range of Pay per Hour 


Begin and End Dates to 


Work Schedule-Days and Hours 
Total Hours/Week 


Description of Duties 


Qualifications and Experience (indicate preferred or required) 


8. Has your agency hired students through the Federal Work-Study Program in the past? 
YES NO 
If YES: 


Number of students: 


Dates employed: 


Average length employed: 


9. Additional Comments: 
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Dear Colleague Letter GEN-14-22 
Apprenticeships and the Federal Student Aid Programs 


Publication Date: December 18, 2014 
DCL ID: GEN-14-22 
Subject: Apprenticeships and the Federal Student Aid Programs 


Summary: This letter provides information regarding the availability of Federal 
Student Aid, including Federal Work-Study funds through the Job Location 
Development Program to support students in apprenticeship programs. 


Dear Colleague: 


As part of the Administration’s effort to double the number of apprentices in the United 
States over the next five years, this letter provides guidance to the postsecondary 
education community on the ways that Federal student aid may be used to support 
apprenticeship programs. Federal student aid can help expand opportunities for students 
to benefit from high-quality on-the-job learning and help more employers, especially small 
businesses, afford to offer these opportunities to students. 


For the purposes of this letter, an apprenticeship is a training system that combines 
job-related instruction with structured on-the-job learning experiences. Related 

classroom instruction, technical training, or other certified training may be provided by post- 
secondary institutions. 


A summary of the ways postsecondary institutions may use Federal student aid funds to 
support students in apprenticeships follows, with details provided later in this letter. 


- — If the apprenticeship is part of an academic program that participates in the Fed- 
eral student aid programs, the institution may provide aid to an eligible 
student, including for the apprenticeship portion of the program. 


- — Aninstitution may use its Federal Work-Study (FWS) Program funds to pay the 
training wages for otherwise eligible FWS students employed as apprentices, even 
when the apprenticeship is not part of the student's eligible academic 
program. 


« — Under the FWS Job Location and Development Program, an institution, or a group 
of institutions, may use a portion of their FWS Federal allocation to locate and 
develop off-campus apprenticeship opportunities for students. 
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Apprenticeships as Components of Eligible Programs 


If all or part of an apprenticeship meets an academic requirement of an eligible educational 
program, eligible students enrolled in that program may receive Federal student aid for the 
entire program, including for the apprenticeship portion. Similarly, if an apprenticeship 
program includes coursework that is part of an eligible program, enrolled students may 
receive Federal student aid for the entire program. In addition to the FWS Program, the Federal 
student aid programs include the Federal Pell Grant, Federal Supplemental Educational 
Opportunity Grant, TEACH Grant, Iraq-Afghanistan Service Grant, Federal Direct Loan, and 
Federal Perkins Loan programs. 


The amount of Federal student aid a student who is otherwise eligible may receive is a function 
of the student's cost of attendance (as determined by the institution under Federal guidelines), 
the student's financial need, and the number of credit or clock hours in which the student is 
enrolled. 


For students to receive Federal student aid, the educational program that incorporates the 
apprenticeship or that provides the classroom component of an apprenticeship program must 
be a program that is Federal student aid eligible. One important requirement is that the pro- 
gram must lead to a degree, diploma, certificate, or other recognized credential awarded by the 
postsecondary institution. The program must satisfy all state and accrediting agency require- 
ments and must also meet certain program length requirements, including both weeks of in- 
structional time and clock or credit hours. 


Since student aid is determined, in part, by the number of credit or clock hours in the program, 
the structured on-the-job learning portion of the program must be associated with a defined 
number of credit or clock hours. The Federal student aid program regulations include, at 34 CFR 
600.2, definitions of both a clock hour and a credit hour. 


If a clock hour educational program includes an on-the-job training component, students’ 
completion of the clock hours associated with the training component must be under the 
supervision of institutional faculty. 


Except as may be required by the institution’s accrediting agency or state, there are no limits on 
the percentage of the program that may consist of on-the-job training, as long as the training is 
provided by the institution. Note that an institution must report to the Department any 
location at which 50 percent or more of an educational program is provided, including any 
on-the-job training component. If an entity other than the institution provides the on-the-job 
training, that component must be 25 percent of the program or less, or, with specific 
permission of the institution’s accrediting agency, over 25 percent but less than 50 percent of 
the program. 
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In such “contracting-out” situations, the institution must enter into a written arrangement with 
the entity providing the on-the-job training. If the program is offered in credit hours, the written 
arrangement should include a determination of the number of credit hours attributable to the 
non-coursework portion of the program, by the establishment of an equivalency for the learn- 
ing outcomes of the apprenticeship portion, as provided under the regulations at 34 CFR 600.2. 
An institution’s policies for establishing credit hours must meet all requirements and standards 
set by the institution's accrediting agency. 


Employment in Apprenticeships through the Federal Work-Study Program 


In the FWS Program, the Department of Education allocates Federal funds to institutions under a 
statutory formula that requires an institutional match. While the Federal share of an FWS student's 
wages generally may not exceed 75 percent for a student employed by the institution or by a 
public or nonprofit agency, the Federal share may not exceed 50 percent for a student employed 
by a private for-profit entity. And, an institution may only use up to 25 percent of its total FWS 
Federal allocation to pay the wages of FWS students employed by private for-profit organizations. 
Any student enrolled at a postsecondary institution participating in the FWS program is eligible for 
FWS employment if the student meets all Federal student aid eligibility requirements, including 
having financial need as determined by the student completing a Free Application for Federal 
Student Aid (FAFSA). 


Under certain conditions, and at the institution's discretion, employment under the FWS Program 
may include employment in apprenticeships. If an institution chooses to include one or more 
apprenticeships as part of its FWS Program, selected FWS eligible students may receive FWS wages 
for employment in the apprenticeship regardless of whether or not the apprenticeship comprises 
part of the student’s educational program. Finally, FWS wages are not used in determining the 
student's eligibility for Federal student aid in the following year. 


A job under the FWS Program must be suitable to the scheduling and other needs of the student 
and must, to the maximum extent practicable, complement and reinforce the educational 
programs or vocational goals of the student. The wage rate and other conditions of FWS 
employment, including in an apprenticeship program, is determined by, among other things, 
minimum wage rules, the type of work performed, the geographic region, the student's 
proficiency, and any applicable Federal, state, or local law. 


Financial aid administrators at postsecondary institutions are responsible for ensuring compliance 
with Federal laws and regulations regarding FWS employment, including employment in 
apprenticeship programs. Apprenticeship providers must coordinate with postsecondary 
institutions to ensure compliance with all relevant requirements. 
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Job Location and Development Program 


Under the FWS Job Location and Development (JLD) Program, an institution is permitted to 
use a portion of the FWS funds it receives from the U.S. Department of Education to establish 
or expand a program that locates and develops off-campus job opportunities for its enrolled 
students. This may include identifying or helping employers develop jobs that are part of 
apprenticeship programs—regardless of whether the students are recipients of Federal 
student aid. An institution may use up to 10 percent of its FWS allocation, but no more than 
$75,000, to support its JLD Program. 


The institution is permitted to use FWS funds to pay up to 80 percent of the allowable costs 
for the JLD Program. The remaining (20 percent) is provided by the institution either in cash 
or in services (e.g., provided work-space for the JLD Program’s staff). The institution is 
expected to generate jobs from its JLD efforts that result in student earnings that exceed the 
total amount of spent under JLD. 


Multiple institutions may enter into written agreements to establish, fund, and operate a JLD 
Program for students enrolled at those institutions. Such agreements would allow those 
institutions to combine available JLD funds and resources. 


Apprenticeships can provide students with advanced skill sets that meet their career goals 

and the specific needs of employers. It is our hope that the clarifying guidance in this letter 
will encourage institutions to support apprenticeships for their students by partnering with 
community agencies, local employers, and union-sponsored training programs. 


Employers and others who are interested in leveraging Federal student aid to support 
apprenticeships should contact postsecondary institutions with whom they would like to 
explore the development of an apprenticeship program for more information. 


For questions about apprenticeships as part of postsecondary educational programs, 
contact the Department's Office of Career, Technical, and Adult Education at octae@ed.gov. 


For questions about the FWS Program, including questions related to program eligibility, stu- 
dent eligibility, and the JLD Program, contact the Campus-Based Call Center at 

(877) 801-7168. Customer service representatives are available Monday through Friday from 
8:00 a.m. until 8:00 p.m. (ET). You may also email your questions to cbfob@ed.gov. 


Sincerely, 


Lynn B. Mahaffie 
Acting Assistant Secretary 
for Postsecondary Education 
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Participating in and ¢& 
Making Loans in the HATER S 


Perkins Loan Program 


The Federal Perkins Loan Program includes Federal Perkins Loans, National Direct Student 
Loans (NDSLs), and National Defense Student Loans (Defense Loans). Perkins Loans are 
low-interest, long-term loans made through school financial aid offices to help needy under- 
graduate and graduate students pay for postsecondary education. For complete Perkins Loan 
disbursement rules, see Volume 3. 


THE FEDERAL PERKINS LOAN PROGRAM 


Extension of the Perkins 
Loan Program 


The Federal Perkins Loan (Perkins) Program includes Federal Perkins 


Loans, National Direct Student Loans (NDSLs), and National Defense The Federal Perkins Loan Program 
Student Loans (Defense Loans). No new Defense Loans were made after Extension Act of 2015 (the Extension 
July 1, 1972, but a few are still in repayment. Federal Perkins Loans and Act) extended the Perkins Loan Program 
NDSLs are low-interest, long-term loans made through school financial throaty seprembar se 2aizenel 

: eliminated the grandfathering provisions 
aid offices to help needy undergraduate and graduate students pay for of DCL GEN-15-03. 


postsecondary education. 
Please see Appendix A at the end of this 


Before a student may be given a Federal Perkins Loan, your school’s volume for Dear Colleague Letter 
: - ee : DCL-16-05 and Volume 3, Chapter 6 for 
business/bursar’s office and financial aid office must coordinate to 
: Bee gt aon other information about the of the 
ensure that the student in question is eligible by both the general student Federal Perkins Loan Program. 
eligibility and Federal Perkins Loan eligibility regulations, has financial 


need, and has signed a Perkins Master Promissory Note (MPN). If you need assistance with liquidation 


(See Volume 3 for information about selecting students for Perkins Ot your sctinils Feihids | Sats Brogratms 
L ) please write to PerkinsLiquid@ed.gov. 
oans. 


Perkins federal share 


The amount of new Federal Perkins Loan Program funds provided to 
a school for an award year by the federal government is called the Federal 
Capital Contribution (FCC). The FCC funds to be used for the Federal 
Perkins Loan Program must be deposited into the school’s Perkins 
revolving fund. The FCC deposited into the school’s Perkins revolving 
fund must not exceed 75% of the combined FCC and required nonfederal 
share. 


Unlike the FWS and FSEOG programs, the Department is not able 
to authorize a federal share of 100% for the FCC funds deposited into the 
school’s Perkins revolving fund. If you transfer new FCC funds to either 
the FWS or FSEOG programs, do not deposit the FCC funds into your 
Perkins revolving fund. 
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Perkins nonfederal share 


The Federal Perkins Loan 


In the Federal Perkins Loan Program, every student’s loan must be G3 
Program : 
5A CER Part 674 comprised of federal funds and school funds. 
PPA A school must provide a share of each student’s Federal Perkins loan 
34 CFR 674.8 from the school’s funds, the Institutional Capital Contribution (ICC). The 
=. «= ———— ICC must equal or exceed 


34 CFR 674.8(a)(2)(i) & (ii) & (a)(3 
aia aia ¢ — one-third (33.33%) of the FCC, or 


Student eligibility 


¢ one-quarter (25%) of the total funds available to lend to 
34 CFR 674.9 


students (combined FCC and ICC). 


Selecting students 


34 CFR 674.10 FCC $30,000 
Federal capital contribution Hequiredice a Haa00 


34 CFR 674.2 


Combined FCC/ICC $40,000 


The Department does not grant waivers of the ICC. 


The ICC must be comprised exclusively of institutional funds, and 
you must deposit the ICC prior to or at the same time as you deposit the 
FCC. The ICC must be deposited every year regardless of any overmatch 
Even though Congress is not currently a school may have made during the previous award year. The school 


allocating a federal contribution for the makes its contribution through a short-term loan to the fund and reports 
Perkins Loan Program, a school may that loan on its FISAP 
continue to make loans through its : 


revolving fund. A school is not required 


to demonstrate that loans made from its Level of expenditur e (LOE) 
revolving fund contain a specific . . . 
percentage of federal funds. The level of expenditure (LOE) is the maximum dollar amount that 


ED allows a school to expend from the school’s Federal Perkins loan fund 
in a given award year. The LOE includes all authorized expenditures 
for the program, such as all loans to students, administrative cost 
allowance, and collection costs. The LOE equals the total of FCC, ICC, 
funds available from the school’s projected collection of Federal Perkins 
Loans in repayment, estimated Federal Perkins Loan cancellation 
reimbursements, and anticipated cash on hand 


Loans Made from a 
School's Revolving Fund 


Finding Your 
Level of Expenditure 


A school's LOE is provided on its Campus- 

Based Final Awards Notification and on its 

Electronic Statement of Account (ESOA). To request an increase in their LOE, schools make the request 

' eee eter ee through the School Participation Team (SPT) serving their state. You can 
Ss Gala RL UE Ua OIE find contact information for the regional offices of the School 

worksheets or your Statement of Account, aan ean 

log in to the eCB website, select the Self- Participation Division at 

Service link from the top navigation bar, 

and scroll to the Campus-Based Notifica- ifap.ed.gov/ifap/helpContactInformationDetailedList. 


Moma SHON Let seleck inal ialds OF jsp?contactname=School%20Participation%20Division. 
Statements of Accounts for the applicable 


award year. 
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EXCESS LIQUID CAPITAL 


The legislative requirement included in Section 466 of the Higher 
Education Act of 1965, as amended (HEA), requires the return of 
excess Federal Perkins Loan funds when available resources exceed 
a school’s needs in the foreseeable future. A school has excess liquid 
capital in its Federal Perkins Loan fund if the funds available (cash on 
hand, plus projected collections, for the current award year exceed the 
award year’s total expenditures from the fund. Regardless of whether a 
school has received FCC or not, if a school has more cash than it plans 
to spend, the school should disburse any excess cash during the award 
year or return it to the Department. 


Federal Perkins cash on hand recorded on the school’s general 
ledger annually as of June 30 and October 31 must be reported on the 
Fiscal Operations Report. Note that the overall cash on hand reported 
must include payments to the fund by the school for any loans the 
school has purchased. 


MAKING A PERKINS LOAN 


A Perkins Loan (or NDSL) is made when the borrower has signed 
the Perkins Master Promissory Note (MPN), and the school makes the 
first disbursement of loan funds under that promissory note for that 
award year. The student is required to sign the MPN only once. Addi- 
tional Perkins Loans may be disbursed to a student for up to 10 years 
after the date the MPN is signed, although no additional Perkins Loans 
may be awarded after Sept. 30, 2017. A borrower is only required to 
sign the MPN once, but a school may choose to require a borrower to 
sign a new MPN for each award year. A student may also make a writ- 
ten request to sign a separate MPN for each award year. 


After a student files a FAFSA and the Department determines 
an official Expected Family Contribution (EFC) for the student, the 
school must award financial aid based on the student’s loan eligibility 
and the maximum amounts for each FSA program. For a complete ex- 
planation of awarding Perkins funds, see Volume 3. As with the other 
Campus-Based Programs, funds from the Perkins Loan Program must 
be “packaged” with other expected financial assistance to ensure that 
the student’s total aid does not exceed his or her cost of attendance. 
The packaging process is discussed in Volume 3. 


Chapter 3— Participating in and Making Loans in the Perkins Loan Program 


Perkins LOE Required 


To make loans, a school must have a 
Perkins Loan Level of Expenditure (LOE) 
from ED for that award year. The LOE is the 
authority from ED for the school to partici- 
pate and spend monies from the Perkins 
Loan Fund for that award year, including 
making new loans to students. The official 
FWS allocation letter and the Perkins Loan 
LOE is the school’s authority to exercise 
the FWS to Perkins Loan transfer option. 


Making a loan 

The making of a loan occurs when the school 
makes the first disbursement of a loan to a 
student for an award year. 

34 CFR 674.2 


Loan maximums 
34 CFR 674.12 


Making and disbursing loans 
34 CFR 674.16 


Use of funds 
34 CFR 674.18 


Compliance with equal opportunity credit 
requirements 
34 CFR 674.20 


NDSL loans 

If a Perkins borrower has an outstanding bal- 
ance on a National Defense Student Loan or 
National Direct Student Loan when the new 
loan is obtained, the new loan is treated un- 
der the same terms as the earlier loan. 

> Loans made before July 1, 1972, were 
National Defense Student Loans. 

> Loans made from July 1, 1972,through 
June 30, 1987, were National Direct Student 
Loans. 
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Perkins Loan limits 
Annual maximum loan: Aggregate maximum loan: 
Undergraduate $5,500 Undergraduate: 
Grade levels 1 & 2 $11,000 
Graduate $8,000 Grade levels 3 & 4 $27,500 


Graduate $60,000 


FTC “Red Flags Rule” on Identity Theft and Perkins Loans 


E-Announcement, June 14, 2010 


The Federal Trade Commission (FTC), in concert with other federal agencies, has issued 
regulations that require financial institutions and creditors to develop and implement a 
written identity theft prevention program to detect, prevent, and respond to patterns, 

practices, or specific activities that may indicate identity theft and are known as “red flags.” 


The “Red Flags Rule” applies to institutions participating in the Federal Perkins Loan Pro- 
gram and may apply to other credit programs administered by an institution. Although 
the “Red Flags Rule” is not issued by the Department of Education, the Department has 
issued a series of announcements to make schools in the Perkins Loan Program aware 
of the requirement, and ED encourages Perkins schools to review these regulations with 
their attorneys to ensure compliance. 


The rule became effective on January 1, 2008, with full compliance for all covered entities 
originally required by November 1, 2008. The FTC has issued several Enforcement Policies 
delaying enforcement of the rule. The most recent Enforcement Policy delayed enforce- 
ment of the “Red Flags Rule” through December 31, 2010. As of January 1, 2011, the FTC is 
enforcing the rule. 


The FTC noted in a press release (May 28, 2010) that it has published a compliance guide 
for business, and created a template that enables low-risk entities to create an identity 
theft program with an easy-to-use online form (www.ftc.gov/bcp/edu/microsites/ 
redflagsrule/get-started.shtm). 


The regulations covering the “Red Flags Rule” were published in the Federal Register on 
November 9, 2007, by the FTC. The federal bank regulatory agencies and the National 
Credit Union Administration jointly issued regulations (72 FR 63718). 


Further information about the “Red Flags Rule” and the actual text of the regulations is 
available on the FTC website at 


ftc.gov/opa/2007/10/redflag.shtm. 
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PERKINS PROMISSORY NOTE 


The promissory note is the legally binding document that is evi- 
dence of a borrower’s indebtedness to a school. The note includes in- 
formation about the loan’s interest rate, repayment terms, and minimum 
rates of repayment; deferment, forbearance, and cancellation provisions; 
credit bureau reporting; and late charges, attorney fees, collections costs, 
and consequences of default. 


You must ensure that each Perkins Loan is supported by a legally 
enforceable promissory note. If the school does not have a valid note or 
other written evidence that would be upheld in a court of law, the school 
has no recourse against a borrower who defaults. Two examples of in- 
valid notes are notes that have been changed after they were signed and 
notes without proper signatures or dates. If a school does not have a valid 
promissory note, it would have to repay to its Perkins Loan Fund any 
amounts loaned, as well as any Administrative Cost Allowance (ACA) 
claimed on those amounts. The school can seek to recover the amount 
repaid from the borrower. 


If an error is discovered in a promissory note, the school should ob- 
tain legal advice about what action it should take. The appropriate school 
official and the student should sign by or initial all approved changes in 
the note. 


When the borrower has fully repaid the Perkins Loan, your school 
must either notify the borrower in writing, or mark the original note 
“paid in full” and return it to the borrower. Your school must keep a 
copy of the note for at least three years after the date the loan was paid 
in full. 


Remember, your school must report to the National Student Loan 
Data System when a loan has been repaid. 


Single vs. multiyear use of the MPN 


The Master Promissory Note (MPN) for the Perkins Loan Program 
is a promissory note under which the borrower may receive loans for a 
single award year or multiple award years. 


Because the MPN can be used to award Federal Perkins Loans on a 
multiyear basis, there is no box for loan amount or loan period on the 
note. If you choose to use the Federal Perkins MPN as a single award year 
promissory note, the borrower must sign a new MPN each award year. 
When used as a multiyear note, the borrower signs the MPN only once, 
before the first disbursement of the borrower’s first Federal Perkins Loan. 


MPN Promissory Note 
34 CFR 674.31 
DCL GEN-16-13. 


Retention of records 
34 CFR 674.19(d) & (e) 


Limits on Multiyear Use 
of the MPN 


You can no longer make a loan under an 

MPN if 

+ more than 10 years from the date the 
borrower signed the MPN or the date 
you received the MPN (schools can still 


disburse a remaining portion of a loan 
after this date); 

more than 12 months after the date the 
borrower signed the MPN, if you make 
no disbursement under that MPN; 

after the date you are notified by the 
borrower to stop using the MPN. 
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Implementing an electronic 
Perkins MPN 


A school that offers an electronic Perkins 
MPN must ensure the text of its electronic 
version is updated to exactly match the text 
of the revised Perkins MPN with the 
September 30, 2018, expiration date. No 
changes may be made to the text of the 
MPN except as provided in Dear Colleague 
Letter GEN-16-13. Schools using an 
electronic Perkins MPN should review the 
Department's standards for electronic 
signatures as provided in Dear Partner 
Letter GEN-01-06 before implementing an 
electronic Perkins MPN. 


Perkins websites 
ifap.ed.gov/dpcletters/gen0106.html 


http://ifap.ed.gov/dpcletters/GEN1521.html 


Perkins paper MPN mailing 
address 

Department of Education 

P.O. Box 5692 

Montgomery, AL 36104 
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You may make Perkins Loans under an MPN for up to 10 years from 
the date the borrower signed the MPN. However, the first disbursement 
must be made within 12 months of the date the borrower signed the 
MPN. If no disbursements are made within that 12-month period, the 
borrower must sign another MPN before receiving a Perkins Loan. In 
addition, no further loans may be made under an MPN after the school 
receives written notice from the borrower requesting that the MPN no 


longer be used as the basis for additional loans. 


Retaining the electronic MPN 


If the student completes an electronic MPN (eMPN), your school 
must maintain the original electronic promissory note, plus a certifica- 
tion and other supporting information regarding the creation and main- 
tenance of any electronically-signed Perkins Loan promissory note or 
Master Promissory Note (MPN), and provide this certification to the De- 
partment, upon request, should it be needed to enforce an assigned loan. 
Schools and lenders are required to maintain the electronic promissory 
note and supporting documentation for at least three years after all loan 


obligations evidenced by the note are satisfied. 


Using ED-approved MPN and customizing the MPN 


You must use the ED-approved MPN. You may not make changes to, 


deletions from, or additions to the prescribed language on the MPN. You 
may not alter the presentation of the Perkins MPN. However, a school 
has the option of deleting the bracketed sentence relating to minimum 
monthly payment. As stated in past guidance, the addition of coding is 


permitted as well. For more information, see the following: 


«  CB-06-10 
« DPLGEN-01-06 
¢ DCL GEN-15-21. 


Coding identifiers cannot alter the general layout of the Perkins 
MPN provided in DCL GEN-15-21. The Perkins MPN must be printed 
in black ink on white paper. It is preferable to print the Perkins MPN on 
two sheets of paper, front and back. However, you may print the MPN on 


four single-sided pages as well. 
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Master Promissory Note—Questions and Answers 


Loan amount and payment period 
Q. Why are there no boxes for the loan amount and loan period on the MPN? 


A. Since the MPN can be used as either an annual or multiyear promissory note, it does not con- 
tain specific reference to the dollar amount of the loan to be disbursed, the disbursement dates, or 
the enrollment or award period covered by the loan. 


Q. If a school chooses to use the MPN on an annual basis, can the school put boxes on the MPN 
for the award amount and the loan period? 


A. No. The MPN is a federal form approved by the Office of Management and Budget (OMB). 
Schools may not add data elements to an OMB-approved form. Schools may only make minimal 
modifications to the MPN, as described in Dear Colleague Letter DCL GEN-15-21 and elsewhere in 
this chapter. 


Record retention 


Q. Should a school retain a record of the date and amount of each disbursement in the bor- 
rower’s file to document that the borrower received the loan? 


A. Yes. Since this information is not shown on the MPN, the school should maintain documenta- 
tion of the loan amount, award period, and disbursement dates as part of the borrower's records. 
Disbursement records or student account records showing a Perkins Loan credit would serve this 
purpose. 


Q. Are third party servicers’ records sufficient to satisfy a school’s need to retain supporting re- 
cords showing loan amount, award period, and disbursement dates? 


A. Unless the servicer is performing loan origination and disbursement functions for the school, 
only school records definitively show that the borrower was enrolled, the borrower's account was 
credited from Perkins loan funds, and the date and amount of disbursements. With certain borrower 
challenges, third party servicer records may not be sufficient. 


FSA HB AUGUSt 201 6 eee 
6-97 


Volume 6—The Campus-Based Programs, 2016-2017 


Glossary-Acronyms CFR DCL 


Standards for Electronic Signatures: Highlights for Perkins eMPNs 


Before implementing the eMPN, your school 
should review the Standards for Electronic Signa- 
tures in Electronic Loan Transactions published in 
Dear Colleague Letter GEN-01-06. 


The standards are voluntary; however, adherence 
to the standards will provide your school some 
protection should a court find a loan unenforce- 
able due to the processing of an electronic 
signature or related records. 


Why apply these standards? 


If your school’s system for processing Perkins 
eMPNSs adheres to the standards and a court 
finds the loan legally unenforceable based solely 
on the processing of the electronic signature or 
related records, the Department will not con- 
sider your school liable for the loan and will not 
require your school to reimburse its Perkins Loan 
Fund. 


If your school’s system for processing Perkins 
eMPNs does not adhere to the standards and a 
court finds the loan legally unenforceable based 
solely on the processing of the electronic signa- 
ture or related records, the Department has the 
option to require your school to reimburse its 
Perkins Loan Fund. 


Verify the borrower's identity. Verify the bor- 
rower’s electronic signature. 


Collect at least the following identifying infor- 
mation: name, Social Security number, driver's 
license number, and date of birth. Verify the bor- 
rower’s identity by authenticating this data with 
an independent source such as a national com- 
mercial credit bureau, a commercial data service, 
a state motor vehicle agency, or a government 
database. 


Minimum monthly payment option 


The electronic signature may be a PIN, a pass- 
word, another unique credential, a biometric 
value unique to the borrower, such as a finger- 
print or retinal pattern, or a signature image. A 
typed name must be paired with a pin, password, 
or biometric to constitute an electronic signature. 


Ensure that the electronic signature is secure. 


Get the borrower's consent. Make sure the 
borrower understands. 


Obtain consent from the borrower to use an elec- 
tronic record. It must be clear that the borrower 
has consented to use a Perkins eMPN in place of a 
paper MPN. Require the borrower to confirm that 
he or she has the necessary hardware and soft- 
ware to view, print, download, or otherwise com- 
plete the electronic signature process. Keep a 
record showing that the borrower gave this con- 
sent prior to electronically signing the Perkins 
eMPNs. 


Ensure that the borrower understands he or she 

is signing a promissory note. The borrower must 
click through all terms and conditions of the Per- 
kins eMPNs and acknowledge that he or she has 
read the terms and conditions. 


Notify the borrower when his or her electronic 
signature is about to be applied to the Perkins 
eMPNs. Give the borrower an opportunity to can- 
cel the signature process. 


After the borrower signs the Perkins eMPNs, pro- 
vide the borrower with reasonable access to the 
full electronic record of the eMPNs. 


The optional provision regarding a minimum monthly repayment amount is included as a single optional sentence at the end of the 
repayment paragraph on page 1 of the MPN. You would include this sentence in the MPN if your school is exercising the minimum 
monthly payment amount provision. Page 2 of the MPN includes a summary of this provision. If the optional provision is included 

in the school’s note, a minimum monthly payment of $40.00 is required for a loan made on or after October 1, 1992, to a borrower 
who had no outstanding balance on a Perkins Loan, NDSL, or Defense Loan on the date the loan was made. (For other borrowers, the 


monthly minimum amount remains $30.00.) 
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DISBURSING FEDERAL PERKINS LOAN FUNDS 


Pre-disbursement activities 


There are several tasks you must complete prior to disbursing Federal 
Perkins Loans. 


You must have a process for confirming that the student understands 
the terms of the loan and accepts the loan by signing the MPN. For more 
on active and passive confirmation, see Volume 4. 


You must confirm the student’s enrollment status, because a student 
who is enrolled less than half time is not eligible for an in-school defer- 
ment. Also you should have a system that checks students’ enrollment 
status periodically throughout an award year, as their status may change 
due to withdrawal from classes, expulsion, or unforeseen circumstance. 
(See Loans to borrowers enrolled less than half time later in this chapter.) 


Disclosures required prior to first disbursement 


Before making the first Perkins Loan disbursement for an award 
year, the school must inform the student of his or her rights and 
responsibilities under the Federal Perkins Loan Program. The school 
must also remind the student that the loan may be used only for 
educational expenses and that the loan must be repaid. The school 
should also inform the student that the school holds the MPN. 


The school must disclose all information to the student in writing—as 
part of the application material, as part of the promissory note, or on a 
separate form. Although the information can be mailed to a student, it is 
preferable for the aid administrator to meet with the student to answer 
any questions and to emphasize his or her responsibility to repay the 
loan. 


The school must review all of the repayment terms in the promissory 
note. In addition, each year the school must give the following 
information to the student: 


« the name and address of the school to which the debt is owed 
and the name and address of the official or servicing agent to 
whom communications should be sent; 


¢ the maximum annual and aggregate amounts the student may 
borrow; 


¢ the effect that accepting the loan will have on the borrower's 
eligibility for other types of student aid; 


¢ astatement of the total cumulative balance owed by the student 


to that school and an estimate of the monthly payment amount 
needed to repay that balance; 


¢ options the borrower may have for consolidation, 
refinancing, or cancellation; 
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Perkins disbursements 


Payment by payment period 
34 CFR 674.16(b) 


Uneven costs/uneven payments 
34 CFR 674.16(c) 


Paying prior to student beginning 
attendance 
34 CFR 674.16(f) 


Reporting Perkins Loans to credit 
bureaus 
34 CFR 674.16(h) 


Disclosure 
34 CFR 674.16(a) 


Improper Disbursements 


Your school is liable for any incorrect 
payments made to students due to school 
error. 
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Collecting Additional 
Contact Information 


A school should also attempt to collect the 
following contact information at the time 
of disclosure 
the name, address, and telephone 
numbers of the borrower's parents and 
spouse; 
the spouse’s employer; 
the names and addresses of two or 
three of the student's personal 
acquaintances. 


A school may not require a borrower to 
provide this additional contact information 
as a condition for receiving a subsequent 
Perkins Loan. However, the additional 
contact information gained during loan 
counseling could be valuable later for use 
in collection procedures or to locate a 
student who leaves school without notice 
or who does not attend the exit interview. 
This counseling may not be used to satisfy 
the requirement for an exit interview. 


Notification of Disbursement 


You must notify the borrower of each dis- 
bursement of a Perkins Loan made under 
the MPN. This notification should inform 
the borrower of the amount disbursed and 
provide the borrower with an opportunity 
to cancel the disbursement or cancel the 
Perkins Loan. 


Disbursing Federal Perkins Loans 
34 CFR 674.16(b)(c)(d)(e) & (g) 


Single-term Perkins Loans 


Single-term loans are permissible. The De- 
partment expects schools to make Perkins 


award for the full academic year in ac- 
cordance with 674.16(b). However, where 
there is a reason for making a single-term 
loan, it is allowed. 
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a brief notice about the Department of Defense program for 
repaying loans based on certain military service; 


a complete list of charges connected with making the loan, 
including whether those charges are deducted from the loan or 
whether the student must pay them separately; 


a notice that the school will report the outstanding balance of 
the loan to a national credit bureau at least annually. 


a notice and explanation regarding the end to future 
availability of Perkins Loan Program loans; 


a notice and explanation that repayment and forgiveness ben- 
efits available to Direct Loan borrowers are not available to 
Perkins Loan borrowers; 


a notice and explanation regarding the borrower's option to 
consolidate a Perkins Loan into a Direct Consolidation Loan, 
including any benefit of consolidation; 


a notice and explanation providing a comparison of the interest 
rates of Perkins Loans and Direct Loans; 


a notice and explanation informing the borrower that the 
borrower has reached the maximum annual borrowing limit 
for Direct Subsidized Stafford Loans (for current undergradu- 
ate students as that term is defined in DCL GEN-16-05); and 


a notice and explanation informing the borrower that the 
borrower has reached the maximum annual borrower limit for 
Direct Subsidized and Unsubsidized Stafford Loans for which 
the borrower is eligible (for new undergraduate students, as 
that terms is defined in DCL GEN-16-05). 


The school should also update the identification and contact 
information (see sidebar). 


Your school must provide the disclosure information annually before 
the first disbursement of each Perkins Loan made under the MPN. 
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Notifications 


When a school credits a Perkins Loan disbursement to a bor- 
rower’s account, the school must notify the borrower of the date and 
amount of the disbursement, the borrower’s right to cancel all or part 
of the disbursement, and the procedures for notifying the institution 
that the borrower wishes to cancel the loan or the loan disbursement. 
The school must send this notification to the borrower no earlier than 30 
days before, and no later than 30 days after, crediting the borrower’s ac- 
count. 


You will need to retain subsidiary records of disbursements and 
adjustment to ensure that each Perkins Loan is legally enforceable. 
Actual disbursement records or student account records would serve this 
purpose. 


Since a change in loan amount will not be reflected on the MPN, the 
school should notify the borrower in writing of any increase or decrease. 


Disbursing Federal Perkins Loans 


During each payment period, you will disburse a portion of the stu- 
dent’s total Federal Perkins Loan awarded for the academic year. In most 
cases, the payment for each payment period will be the following: 


Loan Amount 


Number of payment periods you expect the student will attend 


A school may advance funds within each payment period at such 
time and in such amounts as it determines best meets the student’s needs. 
If a student incurs an uneven level of expenses or resources and needs 
more funds in a certain payment period, you may advance the student a 
larger portion of their total Federal Perkins Loan to pay for those uneven 
costs or lack of resources. You must document the reason for the unequal 
disbursement and maintain that documentation in the student’s file. 


If an educational program does not use terms to measure academic 
progress for FSA purposes, the school may not make the second loan dis- 
bursement until the student successfully completes the weeks of instructional 
time and the credit or clock hours in the payment period. These coursework 
completion requirements apply to clock-hour and non-term programs and 
to programs with nonstandard terms that are not substantially equal in 
length. 
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Loans to borrowers enrolled less than half time 


Disbursements to borrowers You can disburse a Federal Perkins loan to a student enrolled less 

enrolled less than half time than half time, as long as the student is not enrolled in a program leading 

34 CFR 674.32 to a professional credential as a teacher. A student who is less than half TIP} 
time when he or she receives the proceeds of his or her Federal Perkins 


loan is not eligible for an in-school deferment. Therefore, the MPN 
states that for borrowers enrolled on a less than half-time basis, the 
borrower’s repayment period begins at a time that is different than for 
borrowers who are enrolled at least half time. 


Specifically, the MPN states that for borrowers enrolled on a less than 
half-time basis, the borrower’s repayment period begins 


1. ifthe borrower has a Federal Perkins Loan in repayment, on the 
date of the next scheduled installment payment of that loan; or 
2. if the borrower has no outstanding loan, at the earlier of 
¢ nine months from the date the loan was made; or 
¢ the end of a nine-month period that began on the date 
the borrower ceased to be enrolled as at least a half- 
time regular student and includes the date the loan 
was made. 


Credit bureau reporting 


Credit bureau reporting You must report each Federal Perkins Loan to at least one of the 

34 CFR 674.16(h) three national credit bureaus (see sidebar) with which the Department 
has an agreement or to a local credit bureau that is affiliated with one 
of those three credit bureaus. The following information must be 


TL reported: 


National credit bureaus 


TransUnion Corporation 1-800-888-4213 ¢ the amount and date of each disbursement; 
Experian 1-888-397-3742 
Equifax 1-800-685-1111 ¢ repayment information and collection of the loan until the loan 


is paid in full; and 
¢ the date the loan was repaid, canceled, or discharged for any 


reason. 


Any changes to information previously reported on a loan must be 
reported to the same credit bureau(s) to which the information was origi- 
nally reported. 
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Post-disbursement NSLDS reporting 


After a Federal Perkins Loan disbursement has been made, schools 


with active Federal Perkins Loans (including National Direct Student PDF of NSLDS 

Loans and National Defense Student Loans) are required to report new Data Provider Instructions 
loans or updated data on existing loans to NSLDS once a month on a 

schedule established by ED. ifap.ed.gov/nsldsmaterials/ 


120814NSLDSPerkinsDPInstructNov2014. 
html 


Data providers must meet all NSLDS reporting requirements as 
detailed in the NSLDS Federal Perkins Data Provider Instructions 
(Version 8) at 


http://ifap.ed.gov/nsldsmaterials/attachments/FederalPerkinsDPInstructVer8.pdf 


Return of funds 
There are circumstances under which you must return funds to the SS 
Department’s Federal Perkins Loan Fund. Return of funds 
34 CFR 674.16(f) 
34 CFR 668.22 


A student who withdraws before beginning attendance is not entitled 
to any FSA program funds. Though ED’s regulations allow a school to 
credit a student’s accounts before the first day of classes, schools have a fi- 
duciary responsibility to safeguard federal funds. Therefore, if your school 
disburses Federal Perkins funds to a student before the start of classes and 
the student fails to begin attendance, the school will have to return the 
funds. 


If a student who begins classes, officially or unofficially withdraws, or 
is administratively withdrawn by the school before completing the period 
for which the student received Federal Perkins funds, you will have to 
perform a Return calculation as described in Volume 5 in order to deter- 
mine whether or not you must put money back in your Federal Perkins 
fund. 
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When a student ceases to be enrolled at least half time 


Required coordination process—When a student ceases to be 
Coordinating official enrolled at least half time, he or she immediately enters grace or ga 
34 CFR 668.16(b)(1) repayment as described previously under Loans to borrowers enrolled less 

than half time. Your school must have a process for coordinating between 

the office that tracks enrollment status, the financial aid office, and the 

office that manages or coordinates the servicing of your Federal Perkins 

Loan portfolio. 


You must have a coordinating official who is responsible for 
ensuring that such information is shared among the offices that need it. 
For example, the office that tracks enrollment status must alert the 
coordinating official when a student’s enrollment status drops below half 
time. The coordinating official then notifies the financial aid and business 
office. For a more detailed discussion of the coordinating official, see 
Volume 2. 


Subsequent disclosures and notifications 


Schools must provide loan amount and loan period information to 
the borrower through a means other than the MPN. Schools may provide 
this information in any number of formats, such as award letters or other 
written notifications and disclosures that schools are required to provide 
to the borrower. 


Each Perkins Loan received under an MPN is a separate and distinct 
loan. The disclosure information must be provided to the borrower 
annually, before the first disbursement of each new Perkins Loan 
awarded under the MPN. The disclosure information must include a G3 
statement of the total cumulative balance owed by the borrower to the 
school and an estimate of the monthly payment amount needed to repay 
the balance. In the case of a borrower who makes payments on the loan 
while still in school, the statement of cumulative balance owed by the 
borrower should be adjusted to reflect those payments. 


RECOMMENDED ENTRANCE COUNSELING 


Schools making Perkins Loans are not required to conduct entrance 
counseling. However, entrance counseling can help increase student 
financial literacy and reduce defaults. Suggested topics in entrance 
counseling include the following: 


¢ Emphasize to the borrower the seriousness and importance 
of the repayment obligation the borrower is assuming by 
signing the MPN and accepting a Federal Perkins Loan. 
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¢« Review the terms and conditions of the loan, including the 
current interest rate, the applicable grace period, and the 
approximate date the first installment payment will be due. 
Often a student loan is the borrower's first experience in 
obtaining a loan of any kind, so it helps to clearly explain 
basic loan terminology to ensure the borrower understands the 
process and knows who holds his or her loan. For example, you 
should define such terms as loan servicer (a corporation that 
administers and collects loan payments for the loan holder) 
and the use of contractors that may service the loan. 


¢ Stress that repayment is required regardless of educational 
outcome or subsequent employment or lack thereof. You must 
explain that the student borrower is obligated to repay the full 
loan even if he/she doesnt finish the program, can’t get a job 
after graduating, or is dissatisfied with the school’s educational 
program or other services. 


¢ Review Borrower’s Rights and Responsibilities. The student 
must receive a statement of your school’s Borrower's Rights and 
Responsibilities (BRR). (See the sample BRR following Exit 
Counseling later in this chapter.) 


¢ Describe the consequences of default, including adverse 
credit reports, federal offset program, and litigation. We also 
recommend that you tell the borrower of the charges that might 
be imposed for delinquency or default, such as the school’s 
collection expenses, late charges, and attorney’s fees. Defaulters 
often find that repayment schedules for loans that have been 
accelerated are more stringent than the original repayment 
schedule. A defaulter is no longer eligible for any deferment 
provisions, even if he or she would otherwise qualify. Finally, a 
defaulter’s federal and state tax refunds may be seized and wag- 
es garnished, and the borrower loses eligibility for any further 
funding from the FSA programs. 


¢ Explain the effect of accepting the loan on the eligibility of 
the borrower for other forms of student assistance. There are 
program-specific rules for this, and you may wish to coordinate 
with your school’s financial aid office. 


¢ Explain the use of the Master Promissory Note, the use of the 
multiyear feature of the MPN, and the borrower confirmation 
process (including the possibility of passive confirmation in 
subsequent award years, if applicable). You should advise stu- 
dents to carefully read the MPN and the BRR statement before 
signing the MPN. In addition, you should inform borrowers of 
their right to sign a new promissory note for each loan and to 
opt out of the multiyear feature of the MPN. 


¢ Inform the borrower of the availability of FSA loan informa- 
tion in the National Student Loan Data System (NSLDS at 
www.nslds.ed.gov). 
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¢ Discuss how to manage expenses (budgeting). Include 

general information for the student about budgeting of living 
expenses and personal financial management. Financial plan- 
ning includes decisions by the borrower about the amount that 
he or she can afford to borrow. Budgeting information can be 
combined with an assessment of the student's earning poten- 
tial in his or her chosen career and with required information 
about anticipated monthly payments and overall indebtedness. 


¢ Reinforce the importance of communicating to the school all 
changes to personal information or enrollment status. 
Counseling should stress the student's obligation to keep the 
financial aid and business offices informed about address 
changes, or changes in enrollment. (Failure to tell borrowers 
about their responsibility to keep the school informed is one of 
the most common reasons why a loan goes into default.) The 
student should also be reminded of the importance of notifying 
the school in the event of a name change (including the change 
of a last name through marriage) or a change in Social Security 
number. 


¢ Describe the school’s refund policy and other policies 
affecting withdrawals. The borrower should be made aware of 
the school’s satisfactory academic progress policy and refund 
policy and how the return of FSA funds will affect loan repay- 
ment. 


¢ Emphasize the importance of keeping loan records. This 
would be a good time, if your school has the resources, to pro- 
vide a student with a folder or other aids to encourage him or 
her to keep all financial aid materials in one place. The student 
should keep copies of all records relating to the loan, beginning 
with the Master Promissory Note and notices showing when 
the student received loan payments or his or her account was 
credited. The student should keep any loan repayment sched- 
ules provided by the school as well as records of loan payments 
—including canceled checks and money order receipts. The 
student should keep copies of any requests for deferment or 
forbearance, or any other correspondence with the school. 


¢ Inform the student of the exit counseling requirement. 
Because many students leave school before the scheduled end 
of their academic programs, it’s helpful to remind students dur- 
ing entrance counseling that they are obligated to attend exit 
counseling before they cease to be enrolled at least half time. 
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A School Must Provide Repayment Information 


Schools participating in the Perkins Loan Program must 
disclose the following information in a written statement provided to 
the borrower either shortly before the borrower ceases at least half- 
time study at your school or during exit counseling. If the borrower 
enters the repayment period without the institution’s knowledge, 
your school must provide the required disclosures to the borrower in 
writing immediately upon discovering that the borrower has entered 
the repayment period. The repayment information must include: 


the name and address of the school to which the debt is 
owed and the name and address of the official or servicing 
agent to whom communications should be sent; 


the name and address of the party to which payments should 
be sent; 


the current balance owed by the borrower; 
the stated interest rate on the loan; 


the total interest charges the borrower will pay on the loan 
pursuant to the projected repayment schedule; 


the total amount the borrower will repay if the borrower 
follows the repayment schedule provided; 


the date on which the repayment period is scheduled to 
begin; 


a repayment schedule for all loans covered by the disclosure, 
including the date the first installment payment is due and 
the number, amount, and frequency of required payments; 


the available repayment options (including special options for 
forbearance, deferment, consolidation, and refinancing); 


the consequences of consolidating a Federal Perkins Loan; 


a statement that the borrower has the right to prepay all 
or part of the loan at any time without penalty; 


a description of the charges imposed for failure of the 
borrower to pay all or part of an installment when due; and 


a description of any charges that may be imposed as a 
consequence of default, such as liability for expenses reason- 
ably incurred in attempts by the Department or the school to 
collect on the loan. 


34 CFR 674.42(a) 
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Entrance Counseling Overview 


Before a borrower takes out a loan, you must make certain disclo- 
sures to the student. You can elect to conduct a thorough entrance 
interview or counseling session with borrowers. Entrance interviews 
may be conducted individually or in a group with other borrowers. 
Entrance interviews are important because new students often have 
little or no experience with loan repayment or managing debt. 


If you choose to conduct entrance counseling rather than merely 
providing the required information, the session may be given by 

a consultant or servicer or conducted online. If the information/ 
materials are provided electronically, you'll need to make sure that 
the student receives written materials for any required information 
that is not provided in the electronic presentation. It is also helpful if 
someone with expertise in the FSA programs is available shortly after 
the interview or session to answer borrowers’ questions about those 
programs. 


You have an opportunity at the time of each disbursement to remind 
students about the importance of satisfactory academic progress 
(see Volume 1), planning for future employment, and staying in touch 
with the office responsible for managing your school’s Federal Per- 
kins portfolio. 


If your staff is conducting in-person counseling session, the use of 
charts, handouts, audiovisual materials, and question-and-answer 
sessions can help convey the information in a more dynamic man- 
ner. We also recommend the use of written tests. Regardless of the 
methods your school uses to disclose the required information, 
you must document that the student received it. @ 
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EXIT COUNSELING 
Schools making Perkins Loans are required to conduct exit Exit counseling requirements 
counseling. As with entrance counseling, it is helpful if someone with 34 CFR 674.42(b) 


expertise in the FSA programs is available shortly after the counseling to MEA section 485(b)(1)(A) 


answer borrowers’ questions about those programs. 


If you elect to conduct exit counseling through interactive electronic 
means, the school must take reasonable steps to ensure that each student 
borrower receives the required materials and participates in and com- 
pletes the exit counseling. Some of the material presented at the entrance 
counseling session will again be presented during exit counseling. The 
suggested emphasis for exit counseling shifts, however, to more specific 
information about loan repayment and debt-management strategies. 


Required elements of exit counseling 


¢ Review terms and conditions of the loan including the 
current interest rate, the applicable grace period, and the 
approximate date the first installment payment will be due. 


¢ Inform the student as to the average anticipated monthly 
repayment amount based on the student's indebtedness or 
on the average indebtedness of students who have obtained 
Federal Perkins Loans for attendance at the school or in the 
borrower's program of study. We recommend giving the 
borrower a sample loan repayment schedule based on his or 
her total indebtedness. A loan repayment schedule usually 
will provide more information than just the expected monthly 
payment—for instance, it would show the varying monthly 
amounts expected in a graduated repayment plan. 


« Suggest debt-management strategies that would facilitate 
repayment. Stress the importance of developing a realistic 
budget based on the student's minimum salary requirements. 
It's helpful to have the student compare these costs with the 
estimated monthly loan payments and to emphasize that the 
loan payment is a fixed cost, like rent or utilities. 


¢ Emphasize to the borrower the seriousness and importance 
of the repayment obligation the borrower is assuming. 


¢ Provide a general description of the types of tax benefits that 
might be available to borrowers. 


¢ Explain options the borrower has to change repayment 
plans. 


¢ Explain the use of an MP“N. 


¢ Explain options the borrower has to prepay a loan without 
penalty. 
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Information on Consolidating 
Perkins Loans 


Consolidation offers a Perkins borrower 
options the borrower does not have under 
the Perkins regulations alone. 


During exit counseling, a school must also 
include information on the consequences 
of consolidating a Perkins Loan, including 
the effects of the consolidation on total 
interest to be paid, fees, and length of 
repayment; 
the effect on a borrower's underlying 
loan benefits, which includes grace 
periods, loan forgiveness, cancellation, 
and deferment; and 
the option the borrower has to prepay 
the loan or to select a different repay- 
ment plan. 
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Provide information on forbearance provisions and a general 
description of terms and conditions under which the borrower 
may defer repayment of principal or interest or be granted an 
extension of the repayment period. 


Provide information on loan forgiveness and cancellation 
and the conditions under which the borrower may obtain full 
or partial forgiveness or cancellation of principal and interest. 


Describe the consequences of default, including adverse 
credit reports, federal offset, and litigation. We also recom- 
mend that you tell the borrower of the charges that might be 
imposed for delinquency or default, such as the school’s 
collection expenses, late charges, and attorney’s fees. Defaulters 
often find that repayment schedules for loans that have been 
accelerated are more stringent than the original repayment 
schedule. A defaulter is no longer eligible for any deferment 
provisions, even if he or she would otherwise qualify. Finally, a 
defaulter’s federal and state tax refunds may be seized and 
wages garnished, and the borrower loses eligibility for any 
further funding from the FSA programs. 


Emphasize that the borrower is obligated to repay the full 
amount of the loan even if the borrower has not completed 
the program, is unable to obtain employment upon comple- 
tion, or is otherwise dissatisfied with or does not receive the 
educational or other services that the borrower purchased from 
the school. 


Require the borrower to provide current information 
concerning name, address, Social Security number, references, 
and driver's license number; and the borrower's expected 
permanent address, the address of the borrower's next of kin, 
and the name and address of the borrower's expected employer. 


Remind the borrower that, in a timely manner, he or she 
must inform the school of any changes to the aforemen- 
tioned information. 


Remind the borrower of the existence and purpose of the 
Student Loan Ombudsman’s office. The Ombudsman’ office 
is a resource for borrowers when other approaches to resolving 
student loan problems have failed. 


Inform the borrower of the availability of FSA loan 
information in the National Student Loan Data System 
(NSLDS at www.nslds.ed.gov). 


Review the opportunity for and effects of loan consolidation. 
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Sample Summary of the Rights and Responsibilities 


of a Federal Perkins Loan Borrower 
This is only asummary of your rights and responsibilities. For more detailed information, 
consult your Federal Perkins Loan promissory note or the holder of your loan. 


You have the right to cancel all or part of your 
Federal Perkins Loan. 


You have the right to receive a statement of your 
account upon request. 


You have the right to prepay all or part of your 
loan without any penalty. 


If you graduate or leave school, or if your 
enrollment drops below half time, you have the 
right to a nine-month grace period before begin- 
ning repayment of your Federal Perkins Loan. 


You have the right to defer payments on your 
Federal Perkins Loan if you are attending an eli- 
gible postsecondary school as at least a half-time 
student, and in some cases if you are 


participating in a rehabilitation training 
program; 
enrolled and attending graduate school; 


participating in an internship or residency 
program in dentistry; 


seeking but unable to find full-time em- 
ployment; 


experiencing economic hardship; 
serving in the Peace Corps; 


receiving payment from a federal or state 
public assistance program; 
performing qualifying military service, or 


repaying federal education loans that 
exceed or for which the payments exceed 
certain specified amounts. 


If your Federal Perkins Loan is placed in deferment, you 
will not have to make payments, and interest will not ac- 
crue. 


You have the right to forbearance—a temporary 
cessation of payments, an extension of the time for mak- 
ing payments, or temporarily making smaller payments 
than were previously scheduled—under certain health- 
related or financial circumstances. You also have the 
right to have part or all of your loan cancelled for: 


death or total and permanent disability; 


full-time employment in the Head Start 
Program or full-time staff member in a child care 
or pre-kindergarten program; 


full-time employment as a teacher in an 
elementary school, secondary school, or 
educational service agency serving low-income 
students; 


full-time teaching as a special education 
teacher; 


full-time teaching of certain academic 
subjects in which there are teacher shortages; 


full-time employment as a nurse or medical 
technician; 


full-time employment in a public or nonprofit 
child or family service agency; 


full-time service as a qualified professional 
provider of early intervention services; 


full-time employment as a law enforcement 
or corrections officer or firefighter; 


military service in a hostile fire/imminent 
danger area; 


full-time employment as a librarian with a 
master’s degree or speech language pathologist 
with a master’s degree; 


full-time employment as a faculty member in a 
tribal college; or 


full-time employment as a federal public 
defender or federal community defender. 


Summary of Federal Perkins Loan Borrowers Rights and Responsibilities, page 1 
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Sample Summary of the Rights and Responsibilities 
of a Federal Perkins Loan Borrower (continued) 


This is only a summary of your rights and responsibilities. For more detailed information, 
consult your Federal Perkins Loan promissory note or the holder of your loan. 


You are responsible for using the proceeds of your 
Federal Perkins Loan only to pay authorized 
educational expenses. 


You are responsible for repaying the full amount of 
you Federal Perkins Loan even if you: 
do not complete the program; 


are unable to obtain employment upon 
completion; or 


are dissatisfied with the program or other 
services you purchased from the school. 


Repayment begins the day after your nine- month 
grace period ends. 


You are responsible for notifying the financial aid 
office if you: 


change your local address, permanent 
address, or telephone number; 


change your name (for example, maiden 
name to married name); 


do not enroll at least half time for the loan 
period certified by the school; 


do not enroll at the school that determined 
you were eligible to receive the loan; 


stop attending school or drop below half- 
time enrollment; 


transfer from one school to another school; 
or 


graduate. 


You are also responsible for notifying the financial 
aid office if you: 


change your employer, or your employer's 
address or telephone number changes, or 


have any other change in status that would 
affect your loan (for example, if you re- 
ceived a deferment while you were unem- 
ployed but you have found a job and there- 
fore no longer meet the eligibility 
requirements for the 

deferment). 


You are responsible for obtaining, completing, and 
returning to the school for processing any forms 
required to apply for forbearance, deferment, or 
cancellation benefits. 


You are responsible for notifying the school before 
the due date of any payment that you cannot remit. 


You are responsible for making payments on time 
even if you do not receive a billing statement. 


You may contact the school by writing to us at 
School Name 
Business Office 
Building, Name, Room Number 
City, State Zip 
by calling us at 
(555) 666-1234 


by sending an email to 


PerkinsRepayment@ZCC.edu 


Summary of Federal Perkins Loan Borrowers Ria 
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REIMBURSEMENT OF THE PERKINS LOAN FUND 


The Department may require your school to reimburse its Perkins 
Loan fund for any outstanding balance on an overpayment or a defaulted 
loan for which your school failed to record or retain the promissory note, 
record disbursements, or exercise due diligence. Your school must also 
reimburse the Perkins Loan fund for the amount of the administrative 
cost allowance claimed on any reimbursed portion of a loan. 


You do not have to reimburse the Perkins Loan fund if your school 
can recover the defaulted loan or show the Department that the borrower 
would not have paid the loan even if your school properly exercised due 
diligence. Also, you should not reimburse the Perkins Loan fund for loans 
on which your school obtains a judgment. 


Reimbursement for 


overpayments or default 
34 CFR 674.13(a)(2) & (c) 
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INTERNAL CONTROLS IN THE FEDERAL PERKINS 
LOAN PROGRAM—RECONCILIATION, FISCAL AND 
PROGRAM RECORDS 


NSLDS Reporting Requirement Your school must reconcile, at least monthly, your Federal Perkins 63 
Loan draws recorded in G5 to the funds received in the bank account 

ine hi i a asl a your school has designated to receive electronic transfers. You must 

PD AAT WRIA Anne rear agin also reconcile monthly the amount drawn down and received to the 

data on existing loans to the National ; : f 

Student Loan Data System (NSLDS). It is amounts disbursed to students or returned to ED, and explain all dis- 


ultimately the school’s responsibility toen- | _ Crepancies. 
sure that its required reporting to NSLDS 


(which includes Perkins loan account 
detail) is completed timely and accurately. 
Schools that use a third-party servicer must 
communicate the reporting requirements 


In addition, you should examine your Federal Perkins Loan program 
and fiscal records at the start of the year and monthly. 


to its third-party servicer and ensure that ¢ Do all funds paid directly by students, collected by third-party 
its servicer complies with timely and ac- servicers, received for loans cancelled, and received as interest 
prea niear ie Aa eee flow into your Federal Perkins Loan bank account, and are they 
for any non-compliance by the servicer. reflected on your Asset Account, Cash—Federal Perkins Loan? 


¢« If ED provides an FCC, do you ensure that you only request 
FCC funds if the total of disbursements you anticipate making 
exceeds the balance in your Federal Perkins Loan Bank 
Account and reflected on your Asset Account, Cash-Federal 
Perkins Loan (cash on hand and available for lending)? 


¢ If ED provides an FCC, is your ICC consistently deposited at 
the same time you receive your FCC? (A school may deposit 
ICC into its Perkins Loan fund at any time for the purposes of 
meeting its lending needs.) 


¢ Regardless of whether a school receives an FCC, it must return 
any excess liquid capital (the amount by which its cash from 
all sources for the award year significantly exceeds the year’s 
total expenditures). Do you have a system that ensures the cash 
on hand in your Perkins Loan account at the end of the award 
year is kept to a reasonable minimum? 
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WHEN ONE OF YOUR SCHOOL’S 
FEDERAL PERKINS LOANS IS CONSOLIDATED 


If a student with an outstanding Federal Perkins Loan from your LVC 
school applies to have that loan consolidated, the Direct Loan . oe 0) 


Consolidation System (DLCS) will send you a Loan Verification 
Certificate (LVC). You have 10 days from the date of receipt to complete 
the LVC and return it to DLCS. You are not required to provide the re- 
quested loan information if there is a judgment against the borrower on 
the loan that the borrower wants to consolidate. 


If DLCS makes the consolidation loan, you will receive the amount 
you indicated on the LVC plus some interest. You must deposit the funds 
in the account holding your Federal Perkins revolving fund, record the 
deposit in the appropriate ledgers (and contra accounts), and report the 
payment on your FISAP. 


If the amount you receive from DLCS is more than what is owed 
on the loan, you must return the overpayment to DLCS. You may not 
distribute any funds to the borrower. If the amount you receive is less 
than what is owed on the loan you must request the underpayment from 
DLCS. You may not bill the student (34 CFR 685.220(f) (iii) (4)). 
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Instructions for returning 
Perkins ELC 


http://ifap.ed.gov/cbpmaterials/attach- 
ments/InstructionsForReturningPerkins- 
Funds.pdf 


SCHOOLS ARE REQUIRED TO RETURN ANY EXCESS 
LIQUID CAPITAL 


Section 466(c) of the Higher Education Act requires schools to return 
to the Department the Federal share of any Excess Liquid Capital (ELC) 
in the institution’s Federal Perkins Loan Revolving Fund (Fund). Excess 
Liquid Capital is the amount of the Fund’s “Cash on Hand” that is in ex- 
cess of the institution’s estimated need for Perkins Loan funds. 


The Department will determine an institution’s Excess Liquid Capital 
(ELC) by using data reported on the institution’s FISAP. The formula 
used to determine if an institution has ELC in its Fund accounts for 
changes in the Institutional Capital Contribution (ICC) matching re- 
quirement over the years, and for any overmatching by the institution. 
The calculation also takes into account any Federal Capital Contribution 
(FCC) previously returned by the school to the Department and any ICC 
repaid to the school by the Fund. 


The Department will notify the institution of 1) the amount of ELC 
amount the institution has in its Fund; 2) the amount of the Federal share 
of ELC that must be returned to the Department; and 3) the amount of 
the institutional share of ELC that the institution must remove from its 
Perkins Fund and return to the institution; and, 4) the deadline by which 
the institution must return the Federal share to the Department. 


To ensure accuracy in processing the payment received by a school, 
the school should follow the instructions for “Returning Perkins Funds” 
that are located on IFAP on the Campus-Based page. The Department 
strongly encourages an institution return ELC through the G5 refund 
function (Payments > Create Refunds > Miscellaneous Refunds > Perkins 
Excess Cash). For schools that must submit payment by check, the 
institution must follow the process and steps as written in the 
instructions that include sending an email to Perkinsliquid@ed.gov, 
notifying the Department that a check has been sent. 
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ENDING YOUR SCHOOL’S PARTICIPATION IN 
THE PERKINS LOAN PROGRAM 


ee A school must liquidate its Perkins Loan portfolio when the school 


¢ — voluntarily withdraws from the Perkins Loan Program; Ifa school is closing and wishes to pro- 


vide an orderly withdrawal from the 
Perkins Loan Program, these procedures 
should be followed in conjunction with 
the guidance provided by the ED’s School 
Participation Team at 


¢ has had its eligibility to participate in the Perkins Loan 
Program terminated by the Department; 


¢ has not been approved by the Department for continued 
participation in the Perkins Loan Program during the school’s 


recertification process; or http://ifap.ed.gov/ifap/helpCon- 
‘cela tactInformationDetailedList. 
. IS crOsine: jsp?contactname=School%20Partici- 


pation%20Division 
A school is urged to liquidate its Perkins Loan Revolving Fund and its 
Perkins Loan Portfolio if it is no longer advancing Perkins Loan funds to 


students. 
Contact Information 


For Complete Instructions on Liquidation and Closeout of the Per- 
kins Loan Program, see the Perkins Loan Assignment and Liquida- 
tion Guide at 


If you have questions about liquidating 


your loan portfolio or assigning loans to 
ED, contact the Campus-Based Call Center 
at 1-877-801-7168. Customer service rep- 
resentatives are available Monday through 
Friday from 8:00 a.m. until 8:00 p.m. (ET). 
You may also email cbfob@ed.gov. 


http://www.ifap.ed.gov/cbpmaterials/attachments/ 
PerkinsAssignmentandLiquidationGuide.pdf 


Several steps must occur in order to 
liquidate a Perkins Loan portfolio and 
complete the closeout of the program. 
Assigning loans to the Department is just 
one step in the process. A school’s Perkins 
Loan portfolio is not considered liquidated 
unless it has received an official letter of 
completion from the Department. 
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Steps for Schools Ending Participation 
in the Federal Perkins Loan Program 


(For complete instructions see Electronic Announcement 2014-11-13.) 
Step 1. Notify the Department of Education of Intent to Liquidate 


A school must notify the Department of Education of its intent to liquidate its Federal Perkins Loan 
portfolio by sending a written letter to 


Federal Perkins Loan Program Liquidation 
Grants & Campus-Based Division 

U.S. Department of Education 

Union Center Plaza 

830 First Street, NE, Room 63C1 
Washington, DC 20202 


Alternatively, the Department will accept an email as written notification. The email must be sent by 
an authorized official of the school, such as the Financial Aid Administrator or President to 
perkinsliquid@ed.gov. 


Step 2. Assign Loans to the Department of Education 


When a school liquidates its Perkins Loan portfolio, it must assign the remaining loans with outstand- 
ing balances to the Department for collection. The school must inform servicers involved in billing or 
collection activities to return outstanding accounts to the school so that it can begin the loan assign- 
ment process, which results in the Department becoming the holder of the loan. The school must 
submit a completed Perkins Assignment Form (OMB Form 1845-0048) with each outstanding Perkins, 
National Direct Student Loan (NDSL), and Defense Loan. Using Departmental student data and FISAP 
data, the Department will work with the school to reconcile any discrepancies between what it 
reports and what we have on file. The total amount of loans we have in our records must match what 
is reported by the school on the FISAP. 


Step 3. Initiate Independent Perkins Program Audit 


The regulations (34 CFR 668.26) require a school to submit a letter of engagement for an indepen- 
dent audit of all funds that the school received under the program to the Secretary within 45 days 
after the school’s participation ends. The results of the independent audit must be submitted to the 
Secretary within 45 days after the date of the engagement letter with the audit firm. 


Schools that qualify and report annually under the Single Audit Act, commonly referred to as the 
OMB A-133 audit, should consult with their auditor and contact the FSA’s School Participation Team 
to discuss how the close-out reporting will be completed. 
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Steps for Schools Ending Participation in the Federal Perkins Loan Program (continued) 


A school must send a copy of the audit or the portion that contains the specific information 
prescribed in “Federal Perkins Loan Liquidation Procedures” in an Electronic Announcement of 
2013-4-19 to 


Federal Perkins Loan Program Liquidation 

U.S. Department of Education Grants & Campus-Based Division 
830 First Street, NE Union Center Plaza, Room 63C1 
Washington, DC 20202 


Alternatively, a copy of the audit can be sent electronically via email to perkinsliquid@ed.gov as an 
attached PDF. 


Step 4. Continue Reporting to NSLDS 


A school must complete its NSLDS reporting requirements in accordance with the instructions in the 
NSLDS Enrollment Reporting Guide posted July 23, 2014, and Perkins Data Provider Instructions 
dated November, 2014, and available at 


http://ifap.ed.gov/nsldsmaterials/120814NSLDSPerkinsDPInstructNov2014.html. 


NSLDS reporting must continue until all of a school’s outstanding Federal Perkins Loans are fully 
retired, accepted for assignment by the Department, or purchased by the school. 


Step 5. Return the Federal Capital Contribution to the Department of Education as 
Determined by the Independent Audit and Verified by the Department 


The final capital distribution from a school’s Federal Perkins Loan revolving fund must be made in 
accordance with Title IV, Part C, Section 466(c) of the Higher Education Act of 1965, as amended 
(HEA). This section requires a school to return the federal share of a school’s Federal Perkins Loan 
revolving fund to the Department as calculated and verified by the Independent Perkins Program 
Audit and again verified by the Department (see Step 3). 


Step 6. File a Final FISAP 


A school must continue to file its FISAP annually until it can report all final activity. Final activity 
would be assigning any remaining loans with outstanding balances to the Department or reimburs- 
ing the Fund for the purpose of purchasing any loans that are not accepted by the Department, and 
repayment of Fund Capital distributions. 


Step 7. School Communication to Department of Completed Steps and Reconciliation of 
FISAP Data with Department of Education 


In order to complete the liquidation process, the school must send a letter to 


Federal Perkins Loan Program Liquidation 

U.S. Department of Education Grants & Campus-Based Division 
830 First Street, NE Union Center Plaza, Room 63C1 
Washington, DC 20202 
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Steps for Schools Ending Participation in the Federal Perkins Loan Program (continued) 


The letter should state that 


the school’s outstanding loans have been fully retired, purchased, or assigned; 

the federal share amount of the cash on hand has been or will be returned; and 
the Independent Perkins Program liquidation audit has been completed. 

The letter or email must also include as an attachment or enclosure, the following: 


* —acopy of the refund check for the federal share of cash on hand if amount was paid 
for by check or if sent electronically, copy of the EFT or G5 receipt, if not already 
forwarded; and 


a copy of the Independent Perkins Program liquidation audit report with required de- 
tail. 


The Department's Grants and Campus-Based Division will use the email or letter and its attachments 
or enclosures to assist in reconciling the information submitted by the school. 


We will also verify that the Department has received the federal share of the cash on hand and that it 
is the correct amount. 


Once the Department's Grants and Campus-Based Division has reconciled or verified the information 
submitted by the school, it will communicate any additional steps. In some cases, the next step would 
be for the school to submit its Final FISAP (see Step 6). 


Alternatively, the Department will accept an email as written notification. The email must be sent by 
an authorized official of the school, such as the Financial Aid Administrator or President, and sent to 


perkinsliquid@ed.gov 


The subject of the email notification should include the name of the school, OPEID number, and the 
words “FINAL STEP OF LIQUIDATION.’ 


Step 8. Receive Official Liquidation Completion Letter from the Department of Education 


Once the liquidation requirements are satisfied, a letter of approval will be sent to your school from 
the Department’s Grants and Campus-Based Division. Your school must receive this letter, which will 
confirm completion of the liquidation process. Please refer to the attachment titled Federal Perkins - 
Liquidation Procedures in an Electronic Announcement of 2013-4-19 for additional steps you must 
take. 
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Assignment of Perkins Loans to the Department 


Schools participating in the Federal Perkins Loan Program may 
submit assignment packages to the Department at any time during the 
processing year using the Perkins Loan Assignment System User 
Access Process. Visit the following for additional informations: 


http://ifap.ed.gov/eannouncements/attachments/092115PerkinsLoanAssig 
nmentSystemSystemAvailandUserAccessInfoAttach.pdf 


All loans that a school assigns to the Department are assigned with- 
out recompense. The Department will not reimburse the school’s Federal 
Perkins Loan Fund for the loans, and all rights, authorities, and privileges 
associated with the loan are transferred to the United States. The school 
is relieved of incurring additional expenses in attempting to collect on the 
loan. Any funds collected by the Department on these loans are the 
property of the United States. 

Note: Assignment of defaulted loans will not affect the calculation 
of the school’s Perkins Loan cohort default rate. 


The Department recognizes that a school may have exhausted all of 
its available collection options on some of its defaulted Perkins Loans and 
encourages schools to assign these loans to the Department so additional 
steps can be taken to recover the loan funds. The Department has 
collection tools that are not available to schools, such as administrative 
wage garnishment, Treasury offset, and litigation by the Department of 
Justice. 


Perkins Loans may be assigned to the Department when a school 


¢« chooses to assign defaulted Perkins Loans after due diligence 
has still resulted in default (see the discussion under Assigning 
Defaulted Perkins Loans in Chapter 5), 


¢ is directed by the Department to assign a Perkins loan after the 
Department has made a determination that the borrower is 
eligible for a total and permanent disability discharge; and 


¢ is liquidating its Perkins Loan portfolio and assigns both 
defaulted and non-defaulted loans to the Department. 


Reminder ] Retaining Access to the Nonfederal Portion 


of Perkins Collections 


Once a school assigns a loan to the Department, the school loses 


access to the nonfederal portion of that Perkins Loan. A school that 
wants to retain the nonfederal portion of any of its outstanding 
Perkins collections should, when it has a choice, not assign that loan. 


Assignment of loans 
34 CFR 674.50 


Questions About 
Assignment Processing 


Questions regarding the assignment 
process as it pertains to the rest of the 
student financial aid award process or 
questions concerning the management of 
student loans not assigned to the Depart- 
ment should be directed either in writing 
or by phone to the School Participation 
Team serving your region. 


More specific questions pertaining to the 
procedures for assignment of accounts set 
forth in this letter, or pertaining to the 
status of a school’s assignment submis- 
sions, or to the correction of rejected 
submissions, can be directed to 


PerkinsLoanAssignments@ed.gov. 
Written inquiries should be mailed to 


Federal Student Aid 

U.S. Department of Education 
Operation Services, Processing Division 
Perkins Loan Assignments 

50 Beale Street, Suite 8601 

San Francisco, CA 94105-1813 


Required Assignment 
Documents Include 


. Submission Package Manifest 

. Perkins Assignment Form 

. Original Promissory Note and Certi- 
fication/Audit of eSignature Process 

. Judgment Information (if applicable) 

. Bankruptcy Information (if applicable) 

. Due Diligence Documentation (if 
applicable) 

. Complete Repayment History 


and the following optional information: 


Disbursement Records 

Repayment Schedule 

Acceleration Notice 

Documentation of Recall 

Approved Cancellation Documentation 
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Perkins Loan Assignment System 


EA 2015-04-22 Electronic Processing Option 
for Perkins Loan Assignments 

EA 2015-09-21 Perkins Loan Assignment 
System 


Paper Documentation 


Since original promissory notes with a 
borrower's signature are required, even if 
a school utilizes PLAS, promissory notes, 
should be mailed to ECSI. 


Supporting 
Documentation for 
Assignment of Perkins Loans 


You can find a chart that summarizes the 
supporting documentation schools must 
provide when assigning Perkins Loans to 
the department in Chapter 5 of this 
Volume. 


Navigating to the 
updated Guide 


From the IFAP Website’s home page at 


https://www.ifap.ed.gov/ifap/ 


Click on the Processing Resources box, and 
then click on the Campus-Based Processing 
Information link. 


Perkins liquidation and assignment 
information is highlighted in an orange box 
on the right side of the page. 


Note: We encourage schools to bookmark 
the Campus-Based Processing Information 
page for easy reference. 


6-122 


ASSIGNMENT AND LIQUIDATION GUIDE 


A combined Federal Perkins Loan Assignment and Liquidation 
Guide is now available on the Campus-Based Processing Information 
Page on the Information for Financial Aid Professionals (IFAP) Website. 


The Assignment and Liquidation Guide has been restructured. It now 
includes information about the assignment process as well as detailed 
information about the required processes for the liquidation of a school’s 
Federal Perkins Loan (Perkins Loan) portfolio and Perkins Loan Revolv- 
ing Fund (Fund) when a school decides to end its participation in the 
Perkins Loan Program. In addition, we have included information about 
two key processing changes: 


1. Perkins Loan Assignment System (PLAS) - As explained in 
a September 21, 2015 Electronic Announcement, PLAS allows 
schools to submit Perkins Loan assignments electronically. The 
system is found at https://efpls.com. 


1. Online Perkins Liquidation Module in the eCampus-Based 
(eCB) System - We have implemented changes to streamline the 
Perkins Loan liquidation process for schools and to provide an 
accessible tracking system for both schools and the Department 
of Education (the Department) to view and follow through the 
eventual closeout of a school’s Perkins Loan Program. Using this 
new functionality, schools will be guided through the liquidation 
and closeout process. 


Schools are now required to utilize the eCB System to notify the 
Department of their intent to liquidate and begin the liquidation 
process. To get started, a school would log in to the eCB System 
and select “Perkins Liquidation” from the menu choices on the 
left. Click on “Intent and Close-out Form” and follow the on- 
screen instructions. Other key features of the Perkins Liquidation 
Module include: 


¢ The determination of the Federal and Institutional 
shares of the remaining cash in the Fund is now 
calculated as part of the Perkins Liquidation Module. 
Schools are given the opportunity to update the cash 
on hand amount prior to the calculation. The calcula- 
tion may include a liability for any amount of loans a 
school must purchase. 

¢ The eCB System will post the Federal share amount 
owed to a school’s self-service page in the eCB System 
with instructions for remitting payment to the Depart- 
ment. 
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¢ Once the Federal share amount has been received by 
the Department, schools will submit final FISAP data 
for the Perkins Loan Program in the new module. 


If you have questions regarding the Perkins Assignment and 
Liquidation Guide, contact the Campus-Based Call Center at 
877-801-7168. Customer service representatives are available Monday 
through Friday from 8:00 a.m. until 8:00 p.m. (ET). You may also e-mail 
cbfob@ed.gov. 


Notification to borrowers of assigned loans 


Questions about Assignment 


A school must notify borrowers of the pending assignment of their 


loan(s) to the Department. Such notification should take place at least If you have questions about assigning 

30 days prior to assignment of the loan. Occasionally, this notification Perkins Loans, contact the Campus-Based 

results in payments from borrowers who have been unwilling to make Call Center at 877-801-7168. Customer ser- 
: ; : : vice representatives are available Monday 

payments in the past. If a payment is received, the school should deposit through Friday from 8:00 A.M. until 8:00 

the funds immediately into its Perkins Program Fund and await official P.M. (ET). You may also email 

notification of acceptance. cbfob@ed.gov. 


If a school is liquidating its Perkins loan portfolio, the loans should 
be submitted to the Department no later than 45 days from the date the 
school submitted its intent to liquidate. 


Any payments received by the school or its servicer after the 
certification date on the Perkins Assignment Form become the property 
of the Department, unless the Department rejects that account. 


Borrowers seeking to make repayment after acceptance by the 
Department of their assigned loans should be referred to the 
Department’s Customer Service Center. 


U.S. Department of Education 
ECSI Federal Perkins Loan Servicer 
P.O. Box 105765 

Atlanta, GA 30348-5765 


The Borrower Customer Service telephone number is: 
866-313-3797 
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Payments received before the loan has been accepted 


If the loan has been submitted but not yet accepted and the school 
receives a payment, the school should deposit the funds immediately into 
its Perkins Program Fund and await official notification of acceptance. 
Upon acceptance of the account, the institution must issue a check to the 
Department, including the borrower and loan information noted above 
so that the borrower records can be updated to reflect payment. 


Payments received after the loan has been accepted 


Any payment the school or its servicer receives from a borrower after 
the borrower's account has been submitted to the Department for 
assignment and accepted by the Department, should be forwarded as 
soon as possible, to: 


Department of Education 

ECSI Federal Perkins Loan Servicer 
P.O. Box 105765 

Atlanta, GA 30348-5765 


Note: Courier services do not deliver to postal boxes so we TIP | 
recommend using the United States Postal Services 
registered mail. 


Each payment submission must clearly identify the borrower’s full 
name, Social Security number, and the type of loan to which the payment 
is to be applied. 


Once a loan is submitted for assignment, it becomes the property 
of the Department and will only be returned to the school for 
deficiencies related to its submission. Therefore, a school should not 
contact the Department to request the return of a submission because 
a borrower has made a payment to the school. 
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Collection fees Reminder ] 


Any collection agency fees that are deducted from payments received 
after account submission to the Department are the sole responsibility of 
the institution and may not be charged to the Federal Perkins Program 
Loan Fund. The entire borrower payment must be forwarded to the 
Department. 


SCHOOLS CAN NOW SUBMIT ASSIGNMENT 


DATA ELECTRONICALLY NEW | 


Schools can now complete the Perkins Loan Assignment Form online 
using the new Perkins Loan Assignment System (PLAS). 


The Perkins Loan Assignment System allows authenticated users to 
¢ submit multiple loans as a “batch file” or submit individual 


loans; 


¢ — securely upload supporting documentation (promissory notes, 
payment histories, etc.); 


¢ search, view, and edit submitted loan assignment information; 
and 


¢ view reports of Perkins Loans that have been accepted or re- 
jected for assignment. 


You can find additional information about PLAS in Appendix A 
to this volume and on the Information for Financial Aid Professionals 
(IFAP) Website. 
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Sample certification statement 

If the original promissory note is released 
for the purpose of enforcing repayment, the 
school must keep a certified true copy. To 
qualify as a certified true copy, a photocopy 
(front and back) of the original promissory 
note must bear a certification statement 
signed by the appropriate school official. 
The following text can be used as the certifi- 
cation statement on a certified true copy of 
a Perkins promissory note. 


CERTIFIED TRUE COPY: I declare under pen- 
alty of perjury that the foregoing is a true 
and correct copy of the original promissory 
note. 


Signature: 
Title: 
Date: 
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PERKINS RECORDKEEPING 


Perkins Loan records a school must maintain include, but are not 
limited to 


¢ documentation of each student's eligibility for a Perkins Loan; 
¢ the promissory note; 


¢ documentation of the amount of a Perkins Loan, its payment 
period, and the calculations used to determine the amount of 
the loan; 


+ documentation of the date and amount of each disbursement 
of Perkins Loan funds; and 


¢ information collected at initial and exit loan counseling 
required by Perkins Loan regulations. 


You must maintain the original promissory note signed by the 
student. When the borrower has fully repaid the Perkins Loan, your 
school must either notify the borrower in writing or mark the original 
note “paid in full” and return to the borrower. Your school must keep the 
original or a copy of the promissory note for at least three years after the 
date the loan was paid in full. 


If your school uses an electronic Perkins Loan promissory note, it 
must maintain an affidavit or certification regarding creation and mainte- 
nance of the electronic note, including its authentication and signature 
processes. 


For each Perkins Loan borrower, a school must also maintain a 
repayment history that shows 


¢ the date and amount of each repayment during the life of the 
loan; 


¢ the amount of each repayment credited to principal, interest, 
collection costs, and either penalty or late charges; 


« the date, nature, and result of each contact with the borrower 
(or endorser for loans made prior to July 23, 1992) in the col- 
lection of an overdue loan; and 


¢ copies of all correspondence to or from the borrower (and en- 
dorser for loans made prior to July 23, 1992), except for bills, 
routine overdue notices, and routine form letters (demand let- 
ters, notices of intent to accelerate, and the like are not consid- 
ered to be routine form letters). 
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RETURNING FEDERAL PERKINS LOAN PROGRAM 
FUNDS TO THE DEPARTMENT 


Schools that need to return Federal Perkins Loan Program Funds 
to the U.S. Department of Education (Department) should follow the 
instructions below. The preferred method for returning Perkins funds to 
the Department is to use the Department’s G5 website (g5.gov) which al- 
lows you to electronically refund the money directly to the Department 
using the Miscellaneous Refunds option. Utilizing G5 reduces chances for 
human error and processing delays. 


Electronic Process (G5) for Returning Perkins Loan Funds 
to the Department: 


Schools that need to return Federal Perkins Loan Program Funds 
to the U.S. Department of Education (Department) should follow the 
instructions below. The preferred method for returning Perkins funds to 
the Department is to use the Department’s G5 website (g5.gov) which al- 
lows you to electronically refund the money directly to the Department 
using the Miscellaneous Refunds option. Utilizing G5 reduces chances for 
human error and processing delays. 


The process for returning Perkins Loan Funds is as follows: 


1. Log into G5 www.g5.gov 
2. Click on Payments 

3. Click on Create Refunds 
4 


Under Refunds Creation, click on the Miscellaneous Refunds 
tab and select Continue 


5. On the Create Miscellaneous Refunds tab, enter the required 
details below and continue to submit 


a. Refund Amount 
b. Bank Account Information to be debited 
c. Select Appropriate Refund Type 


¢ Perkins Excess Cash—Use this type when returning 
the Federal Share of the Excess Liquid Capital 


¢ Perkins Liquidation—Use this type when closing out 
your Perkins Loan Fund and returning the Federal 
Share at the end of the school’s liquidation of the 
Excess Liquid Capital. 
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IMPORTANT: Schools must use the Miscellaneous Refunds option and 
select the appropriate Refund Type when returning Perkins Loan funds 
to the Department. This ensures the funds are properly applied under the 
Program and will be identified for non-liquidating schools as ELC or 
liquidating schools as Liquidation in our system. 


Schools that have no recourse other than to pay by check should 
understand that there may be processing delays and a chance that funds 
could be misapplied. If you choose to pay by check, you must include the 
following information on the accompanying paperwork: 


1. Make the check payable to the “U.S. Department of Education” 


2. Include with the remittance the correct school name and or 
OPEID number, and DUNS numbers. 


3. Include the reason for the remittance on any accompanying 
paperwork included with the check. 


4. Mail the check and remittance information to the following 
address: 


U.S. Department of Education 
P.O. Box 979053 
St. Louis, MO 63197-9000 


5. Notify Campus-Based Division that a check was sent by sending 
an email to perkinsliquid@ed.gov. 


If you have further questions or need assistance, contact the G5 Help 
Desk via email at edcaps.user@ed.gov or by phone at 1-888-336-8930. 


Eee See FSA HB August 2016 
6-128 


Glossary-Acronyms CFR DCL 


Perkins Repayment 
Plans, Forbearance, 
Deferment, Discharge, 
and Cancellation 


& CHAPTER 4 


Repayment terms vary substantially among Perkins Loans, National Direct Student Loans, and 
National Defense Student Loans. In addition, the Federal Perkins Loan Program offers borrowers 
a variety of forbearance, deferment, and cancellation options. Finally, there are a number of 
situations that allow a Perkins, NDSL, or Defense Loan to be discharged. All of these topics are 


addressed in this chapter. 


GRACE PERIODS 


A grace period is the period of time before the borrower must begin 
or resume repaying a loan. There are two kinds of grace periods for 
Perkins loans: 


¢ Initial grace period—a nine-month grace period that immedi- 
ately follows a period of enrollment and immediately precedes 
the date repayment is required to begin for the first time. A 
borrower is only entitled to one initial grace period. 


¢  Post-deferment grace period—a six-month grace period that fol- 
lows any subsequent period of deferment. 


Initial grace periods 


A Perkins borrower is entitled to an initial grace period of nine 
consecutive months after dropping below half-time enrollment. If the 
borrower returns to school on at least a half-time basis before the nine 
months have elapsed, the initial grace period has not been used. The bor- 
rower is entitled to a full initial grace period (nine consecutive months) 
from the date that he or she graduates, withdraws, or drops below half- 
time enrollment again. 


Post-deferment grace periods 


A “post-deferment grace period” is the period of six consecutive 
months that immediately follows the end of a period of deferment and 
precedes the date on which the borrower must resume repayment on the 
loan. Neither the deferment nor the grace period is counted as part of the 
10-year repayment period. 
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Perkins/NDSL/Defense 
Loans 


The term Perkins Loans, includes loans 


made under the name National Direct 
Student Loans (NDSL Loans), and National 
Defense Student Loans (Defense Loans). 


Grace period 

Definitions 

34 CFR 674.2 

Length of grace period 

34 CFR 674.20(b)(2)(A) , (B), & (C) 


Prepayment 
34 CFR 674.31(b)(4) 


Less than half-time grace periods 
34 CFR 674.32 


Grace periods for NDSLs 

Note that repayment of an NDSL made on 
or after October 1, 1980, begins six months 
after the date that the borrower drops be- 
low at least half-time enrollment. 


NDSL on or after October 1, 1980 

34 CFR 674.20(2)(A) 
Initial grace period is six months 
Post-deferment period is six months 


NDSL before October 1, 1980 

34 CFR 674.20(2)(B) 
Initial grace period is nine months 
Post-deferment period is nine months 


6-129 


Volume 6—The Campus-Based Programs, 2016-2017 Glossary-Acronyms CFR DCL 


Except for hardship deferments on loans made before July 1, 1993, all 
deferments for all loans made under the Federal Perkins Loan Program 


Approved leaves of absence have post-deferment grace periods of six consecutive months. 

34 CFR 668.22 (c)(1)(v) and (vi); 

34 CFR 668.22 (d) Applicable grace period when student is attending less 
than half time 


A borrower who is attending less than half time and who has no 
outstanding Perkins Loans must begin repaying a new loan nine months G3 
from the date the loan is made or nine months from the date the student 
enrolled less than half time, whichever is earlier. (This nine-month period 
includes the date the loan was made.) 


A borrower who is attending less than half time and who has an 
outstanding Perkins Loan or NDSL must begin repayment on an 
Deferment During additional loan when the next scheduled installment of the outstanding 
Initial Grace Period loan is due; there is no formal grace period or in-school deferment on the 
new loan. 


If a borrower requests a deferment to 
begin during the initial grace period, the 
borrower must waive (in writing) his or 


Calculating the grace period 


her rights to the initial grace period. The A grace period is always day specific—an initial grace period begins 


request for a deferment alone is not suffi- . 
ee documentation fora school to waive |__ the day after the day the borrower drops below half-time enrollment. 


the initial grace period; the borrower must | Similarly, a post-deferment grace period begins on the day immediately 


also acknowledge in writing thathe orshe | following the day on which an authorized period of deferment ends. 
wants the waiver. 


If a borrower has received loans with different grace periods (and dif- 
ferent deferment provisions), the borrower must repay each loan 
according to the terms of its promissory note; the borrower must pay the 
minimum monthly payment amount that applies to each loan that is not 
in a grace or deferment period. 


Grace period when student doesn’t return from leave of 
absence 


Students granted approved leaves of absence retain their in-school 
status for FSA loans. However, if a student does not return from an 
approved leave of absence, the student’s grace period begins the date the 
student began the leave of absence. (If the school is required to take atten- 
dance, the grace period begins on the last date of academic attendance.) 


For a student who does not return from an approved leave of ab- 
sence, this withdrawal date might result in the exhaustion of some or all 
of the student’s grace period. 


Leaves of absence no longer qualify as approved leaves of absence 
for FSA purposes unless the school explains the effects that the student’s 
failure to return from an approved leave of absence might have on the 
student’s loan repayment terms, including the exhaustion of some or all 
of the student’s grace period. 
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Use of Initial Grace Period 
Example: Student returns before initial grace period elapses 


Fenriz takes out a Perkins Loan in the fall quarter at Sims School of Botany but 
drops out of school for the winter quarter. He reenrolls as a half-time student in 
the summer session before the nine-month grace period has expired. Therefore, 
Fenriz is entitled to a full initial grace period once he again leaves school or drops 
below half-time status. 


Example: Different grace period for earlier loans 


Steve took out several Perkins Loans while attending New Frontier Community 
College (NFCC) and began repaying them nine months after graduating. Later, he 
enrolled in a bachelor’s degree program at Old Ivy College and was able to defer 
his older Perkins Loans. He took out two additional Perkins Loans at Old Ivy. 


When Steve graduates from Old Ivy, he is entitled to an initial grace period (nine 
months) for his Perkins Loans at Old Ivy but must resume repaying his older 
Perkins loans (from NFCC) at the end of the six-month post-deferment period. 


Exclusion for Reservists on Active Duty 


If a borrower is a member of the Armed Forces Reserve, the initial grace period 
does not include any period (up to three years) during which the borrower is 
ordered to active duty for more than 30 days, including the period necessary for 
the borrower to resume enrollment at the next available enrollment period. The 
period necessary for the borrower to resume enrollment at the next available en- 
rollment period may not exceed 12 months. 


The borrower must notify you of the beginning and end dates of his or her service 
and the date he or she resumes enrollment. A borrower who enrolls in a different 
educational program after returning from active duty is entitled to the same grace 
period benefits. A borrower who is in a grace period when called or ordered to 
active duty is entitled to a new grace period upon conclusion of the excluded 
period. 
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Grace Periods and Less than Half-time Enrollment 
Example: Perkins received while enrolled less than half time 


Paula starts school full-time in September. She does not have an outstanding Perkins Loan or NDSL. In 
January, Paula drops to one-quarter-time and in March, she receives a Perkins Loan. 


Since Paula dropped below half-time enrollment before the Perkins Loan was made, Paula must begin 
repayment nine months after the date she dropped below half-time enroll ment—her first payment 
will be due in October. 


Example: Second Perkins Loan received while first loan is in repayment 


Jason has been making monthly payments on Perkins Loan #1, which went into repayment nine 
months after he completed a one-year program at a career school. 


He subsequently enrolls in a new program at a community college and takes out Perkins Loan #2 in 
September. He is only enrolled one-quarter-time at the community college, so he is not eligible for 
in-school deferment. His next payment on Loan #1 is due October 15. Jason will begin repaying Loan 
#2 at the same time. Remember that the repayment status of the outstanding loan determines the repay- 
ment status of the second loan. 


Contacts with Borrowers During Perkins Grace Period 


If the borrower's Perkins loans have a six-month grace period, you must contact that 
borrower at the 90-day and 150-day points in the grace period. If the borrower's 
Perkins loans have a nine-month grace period, you must also contact the borrower 
at the 240-day point. 


First contact: 90 days after the Second contact: 150 days after 
grace period begins the grace period begins 


The school or servicer must The school or servicer must remind the 
borrower of the date and amount of 
remind the borrower of the re- _ the first requested payment. 
sponsibility to comply with the 
terms of the loan, 
Third contact (nine-month grace 
periods only): 240 days after the 
grace period begins 


inform the borrower of the 
total outstanding amount on 
the loan account, including the 
principal and interest accruing 
over the remaining life of the 
loan, and 


The school or servicer must 

remind the borrower of the date and 
amount of the first requested pay- 
notify the borrower of the ment. 

date and amount of the first 

requested payment. 
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Prepayment 


A borrower may prepay all or part of a Perkins Loan at any time without penalty. 


If a borrower makes a payment during the academic year in which a loan was made, the school must use any 
amount repaid to reduce the original loan amount and not consider these amounts to be prepayments. 


If a borrower makes a payment during the academic year in which the loan was made and the initial grace 
period ended, only those amounts in excess of the amount due for any repayment period shall be treated as 
prepayments. 


If a borrower makes a payment in any academic year, other than the one in which the loan was made, that 
exceeds the amount due for any repayment period, the school must use the excess to prepay the principal 
unless the borrower designates it as an advance payment of the next regular installment. 34 CFR 674.31(b)(4) 


Pre-collection activities during the grace period 


Effective collection procedures on the part of a school or its servicer Payment Made During Initial 
begin on the day a student ceases to be enrolled at least half time. By Grace Period Example 
performing certain pre-collection activities, a school or its servicer can Shannion app lisshee yeadhy Giandawchaek 
increase the likelihood that a student will begin satisfactory repayment on _| of $400 to her $1,000 Perkins Loan before 


his or her Federal Perkins Loan. the initial grace period ends. The principal 
advanced to Shannon becomes $600. This 
is not considered a prepayment because 
payment was made before the end of the 
initial grace period. 


The school must perform and maintain documentation substantiat- 
ing that it has contacted the borrower. 


1. For Federal Perkins Loans, the school shall contact the bor- 
rower three times within the initial grace period. 


2. For loans with a six-month initial or post-deferment grace 
period, the school shall contact the borrower twice during the 
grace period. 


3. The school or its servicer shall contact the borrower for the 
first time 90 days after the commencement of any grace period. 
The school shall, at this time, remind the borrower of his or her 
responsibility to comply with the terms of the loan and shall 
send the borrower the following information: 


e the total amount remaining outstanding on the loan 
account, including principal and interest accruing over 
the remaining life of the loan; and 

e the date and amount of the first required payment. 


4. The school shall contact the borrower the second time 150 days 
after the commencement of any grace period. The school shall, 
at this time, notify the borrower of the date and amount of the 
first required payment. 


5. The school shall contact a borrower with a nine-month initial 
grace period a third time 240 days after the commencement of 
the grace period and shall inform him or her of the date and 
amount of the first required payment. 
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When repayment begins 
34 CFR 674.20(b)(2)(C) 


Repayment plan requirements 
34 CFR 674.33(a) 


Minimum monthly payments 
34 CFR 674.33(b) 


Calculating Payment 
Amount Example 


Bernadine received a $2,500 Perkins Loan 
to attend Jordan College, which requires 
quarterly payments. To calculate Berna- 
dine’s quarterly payment, Jordan College 
multiplies the original principal by the 
constant multiplier for a quarterly payment 
frequency: 

$2,500 X 0319214 = $79.80 


ESTABLISHING A REPAYMENT PLAN 


A borrower must repay his or her loan, plus interest, in 10 years. 
This repayment period never includes authorized periods of deferment, 
forbearance, or cancellation. 


The repayment plan must be established and disclosed to the student 
before the student ceases to be enrolled at least half time. 


If a student receives loans from more than one school, the repayment 
of each loan is made to (or default is attributed to) the school where the 
student received the loan. 


Calculating the repayment amount 


Schools may require the borrower to make payments on a monthly, 
bimonthly, or quarterly basis. Each of the borrower’s payments must 
sufficiently cover the interest accruing between payments to ensure that 
the loan is repaid in 10 years. Schools calculate the correct payment 
amount by multiplying the principal by the appropriate constant multi- 
plier (see table). Schools using the minimum monthly payment plan 
option may require the borrower to pay a minimum monthly amount of 
$40 instead. 


If the installment for all loans a school made to a borrower is not a 
multiple of $5, the school may round the installment payments to the 
next highest dollar amount that is a multiple of $5. 


If the last scheduled payment is $25 or less, the school may combine 
it with the next-to-last payment. 


10-Year Repayment Table of Constant Multipliers 


Annual 


Rate 
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Total 
Payments 


Payment Payments 
Frequency per year 


Constant 
Multiplier 


Principal X Constant Multiplier = Payment Amount 
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Interest accrual 


Interest on a Perkins Loan must be computed at the rate of 5% per 
annum simple interest on the unpaid principal balance. Although interest 
accrues on a Perkins Loan, your school may not capitalize it. This means 
that your school may not add unpaid interest to the principal balance to 
increase the principal balance of the Perkins Loan. Instead, your school 
must track principal and interest as separate figures, adding accrued 
interest to the interest balance, not the principal balance. 


Generally, interest is computed from the date a payment is received 
rather than from the due date. However, there are exceptions. Interest 
charges may be computed to the nearest first-of-the-month, or they may 
be computed in accordance with the borrower's established schedule of 
payments of principal and interest if the borrower is making payments on 
a regular basis according to that schedule. For example, if a grace period 
expires in the middle of a month, interest may be computed to the begin- 
ning of the next month. Also, if a past-due payment is received before 
the next regularly scheduled payment, the interest may be computed 
according to the established payment schedule—no adjustments are 
necessary. 


Incentive repayment program 


To encourage repayment, a school may 


¢ reduce a loan’s interest rate by up to 1% if the borrower makes 
48 consecutive monthly payments; 


¢ discount by up to 5% the balance a borrower owes on a loan if 
he or she pays the loan in full before the end of the repayment 
period; or 


¢ — with the Secretary’s approval, establish any other repayment in- 
centive options that reduce default and replenish student loan 
funds. 


A school may not use federal funds or school funds from the Perkins 
Loan revolving fund to absorb the costs associated with repayment incen- 
tives. On at least a quarterly basis, schools must reimburse the Perkins 
Loan Fund for income lost as a result of the discounts offered through the 
Incentive Repayment Program. 
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Interest Rate on Older 
Perkins Loans 


Older Perkins Loans have different inter- 
est rates. The interest rate is stated in the 
borrower's promissory note. The annual 
interest rate for loans made before July 1, 
1981, was 3%; between July 1, 1981, and 
September 30, 1981, was 4%; on or after 
October 1, 1981, is 5%. 


Incentive repayment program 
34 CFR 674.33(f) 


Simple Interest Accrual 
Example 


Fred has been granted a hardship forbear- 
ance for a year. At the beginning of his 
forbearance period, Fred’s loan balance is 
$1,000: 


Principal: $1,000 
Interest: $0 


Interest accrues throughout the forbear- 
ance period at a simple rate of 5% per 
annum. At the end of the year-long 
forbearance period, Fred’s loan balance is 
$1,050: 


Principal: $1,000 
Interest: $50 


When Fred makes his first payment after 
the end of the forbearance, his payment 
is applied to interest first, then principal. 
Fred makes a payment of $25, reducing 
his balance to $1,025: 


Principal: $1,000 
Interest: $25 
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Minimum monthly repayment 
34 CFR 674,33(b) 


Minimum Monthly Repayment 
Amount for Older Loans 


The minimum monthly repayment amount 
is $30 for NDSLs and Perkins Loans made 
before October 1, 1992, and Perkins Loans 
made after October 1, 1992, to borrowers 
who have an outstanding balance on a 
Perkins Loan, NDSL, or Defense Loan made 
before October 1, 1992, that included a 
$30 minimum monthly repayment provi- 
sion. The minimum monthly repayment 
amount is $15 for Defense Loans. 


If a borrower has both Defense and NDSL 
or Perkins Loans from one or more schools 
and the total monthly repayment is less 
than $30 and the monthly repayment on a 
Defense Loan is less than $15, the amount 
applied to the Defense Loan may not ex- 
ceed $15. 


Hardship Payment Reduction 


A school may reduce a borrower's sched- 
uled payments for up to one year at a time 
if the borrower is scheduled to pay the 
$40 minimum monthly payment and the 
school determines that the borrower is un- 
able to make the scheduled payments due 
to hardship, such as prolonged illness or 
unemployment. 
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Minimum monthly repayment amounts 


Schools may choose to include a minimum monthly repayment 
requirement in the Perkins Loan promissory note. The minimum 
monthly repayment amount is $40, unless the borrower on the date the 
new loan is made has an outstanding balance on a Perkins Loan made 
before October 1, 1992, that included a $30 minimum monthly repay- 
ment provision. (See sidebar.) 


To determine the minimum repayment for bimonthly and quarterly 
payment schedules, schools should multiply $40 by two (months) and 
three (months), respectively. 


Conditions for minimum monthly repayment 


A school may require a borrower to pay a minimum monthly 
payment amount of $40 on a Perkins Loan if 


¢ the promissory note includes a provision specifying a 
minimum monthly repayment of $40 and the monthly 
repayment of principal and interest for a 10-year repayment 
period (as calculated using a constant multiplier) would be less 
than $40; or 


¢ — the borrower has received Perkins Loans with different interest 
rates at the same school and the total monthly payment would 
otherwise be less than $40 (provided any of the promissory 
notes includes the minimum monthly repayment provision). 


Under no circumstances may a school require a minimum monthly 
repayment of more than $40. 


Multiple loans at same school 


If a borrower has multiple Perkins Loans from the same school, any 
of which include the minimum monthly payment provision, the school 
may require the borrower to make a minimum monthly payment if the 
borrower’s total monthly payment on all the loans totals less than $40. 

A student’s monthly payment amount may need to be higher than $40, of 
course, so that his or her debt is repaid by the end of 10 years. 


If the school exercises this option, the school must divide each 
monthly payment among all the loans proportionate to the amount of 
principal advanced under each loan. If the borrower’s total monthly 
payment equals or exceeds $40 for all of the loans made at that school, 
the school may not exercise the minimum monthly payment on any loan. 
The school determines the minimum monthly repayment in this manner 
even if the Perkins Loans have different interest rates. 
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If the borrower has received Perkins Loans with different grace 
periods and deferments, the school must treat each note separately. The 
school still divides the minimum monthly payment proportionately 
among the loans. However, the borrower must pay each loan’s portion 
when it is due. 


Loans from multiple schools 


A borrower may have received Perkins Loans from more than one 
school. If the borrower wants your school to coordinate minimum 
monthly payments with another school, he or she must request such 
coordination. 


If the total of the monthly payments is 


¢ at least equal to $40, none of the lending schools may exercise 
the minimum monthly repayment requirement. 


¢ less than $40, but only one school exercises the minimum 
monthly payment option, that school receives the difference 
between $40 and the repayment owed to the second school. 


¢ less than $40 and each school exercises the minimum repayment 
option, the $40 minimum repayment is divided among the 
schools in proportion to the total amount of principal each has 
advanced. 


If the borrower requests that your school coordinate minimum 
monthly payment amounts with another school, you should ask the 
borrower for 


« the names of all other schools to which the borrower owes 
funds under the Federal Perkins Loan Program; 


¢ the approximate amount borrowed from, and the current 
indebtedness to, each school; and 


¢ any information that would help identify the loans—for 
example, the loan number and the dates of loan advances. 


Using this information, the schools should contact each other and 
negotiate the amount each should receive from the borrower. 
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Loans from multiple schools 
34 CFR 674.33(b)(2) & (3) 


Two Schools/Minimum Monthly 
Payment Amount Example 


Betsy has Perkins Loans from Heinz Col- 
lege and Elise University. Heinz does not 
exercise the minimum monthly payment 
option and receives from Betsy $25 a 
month (the amount due under its estab- 
lished 10-year repayment plan). Elise 
exercises the $40 option and receives from 
Betsy $15, the difference between $40 and 
the amount of principal and interest paid 
to Heinz. 
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Perkins Loan Quarterly Billing Example 
(with four standard repayment dates) 


Borrower's Initial 9-Month Installment 
Termination Date Grace Period Ends Due 


Use of Fixed Repayment Dates 


For collection and bookkeeping purposes, 


a fixed repayment date is preferred. Other- 


wise, if the borrower is entitled to a 
deferment, the school may have problems 
computing payments due. 
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ESTABLISHING REPAYMENT DATES 


Depending on the repayment schedule (monthly, bimonthly, or 
quarterly), the borrower’s first payment is due one, two, or three months 
from the date the grace period expires. Repayment schedules must be 
adjusted (preferably on the first installment) so that the loan will be 
repaid within the normal 10-year period or as prescribed in the terms of 
the promissory note. 


For convenience, a school may establish standard repayment dates for 
borrowers who are on quarterly repayment schedules. The first 
repayment date may be the first day of the calendar quarter after the grace 
period has expired. Four standard repayment dates would be used: 
January 1, April 1, July 1, and October 1. (See the chart above.) 


Alternatively, a school may adopt a “rolling” quarterly repayment 
schedule in which each borrower’s first payment is due exactly three 
months after the date his or her grace period expires. For example, if a 
borrower's first grace period expires on May 17, the first installment 
payment is due August 18. Another borrower’s grace period expires May 
18, so the first installment payment on that loan is due August 19. 


Once the payment date is established, the borrower will owe principal 
and interest for any portion of a scheduled installment period not 
covered by a deferment. However, if the borrower is in deferment on a 
due date, any amounts owed are carried over and paid on the first due 
date on which the borrower is out of deferment. 
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Extending repayment period for illness, unemployment, 
or low income 


A school may extend a repayment period if the borrower is 
experiencing a period of prolonged illness or unemployment. 


A school may also extend the repayment period for a Perkins Loan 
if, during the repayment period, the school determines that the borrower 
qualifies as a low-income individual based on total family income (see 
sidebar). 


In the case of low-income individuals, the repayment period may 
be extended up to 10 additional years. You must review the borrower’s 
income status annually to determine whether he or she still qualifies as a 
low-income individual. 


If you determine that a borrower ceases to qualify for an extended 
repayment period, you must amend the borrower’s repayment schedule. 
The amended repayment schedule may not exceed the number of months 
remaining on the original repayment schedule (not including any exten- 
sions of the repayment period). 


There are two other ways that a school may adjust the repayment 
schedule for a borrower who qualifies as a low-income individual: 


¢ The school may require a borrower to pay a reduced amount 
for a limited time and then later increase the payment amount 
so the borrower catches up on payments. The repayment period 
does not have to be extended. For example, a school reduces 
the payment amount to $10 per month for six months and then 
increases it to $50 per month until the borrower catches up. 


¢ The school may allow the borrower to pay $10 per month for a 
year and then resume normal payments. This type of adjustment 
extends the repayment period. 


Interest continues to accrue during an extension of a repayment 
period for any of these reasons. 
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Repayment period extension 
34 CFR 674.33(0) 


Low-Income Individual 


The school must use the Income 
Protection Allowance (published annually 
by ED in the Federal Register, usually in 
May) to determine whether a student is a 
low-income individual. 


Based on the most recent Income 
Protection Allowance tables (May 2016, 
applicable for 2016-2017) 

* anunmarried borrower without 
dependents qualifies as a low-income 
individual if his or her total income for 
the preceding calendar year did not 
exceed $9,980. 

a borrower with a family that includes 
the borrower and any spouse or legal 
dependents qualifies as a low-income 
individual if his or her total family 
income for the preceding calendar year 
did not exceed the relevant amount 
below: 


Family of 2 
Family of 3 
Family of 4 
Family of 5 
Family of 6 


$25,280 
$31,480 
$38,870 
$45,870 
$53,640 


For each additional family member add 
$6,060. 


For more information, please see 
FR Vol. 81, No. 100/Tuesday, May 24, 
2016. 
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Forbearance 

34 CFR 674.33(d) 

The HEOA eliminates the requirement that a 
forbearance request be in writing. 

HEOA 464 

HEA 464(e) 


Reduction of payments during hardship 


34 CFR 674.33(b)(5) & (6) 


Extension of repayment during hardship 


34 CFR 674.33(c)(1) 


Extension of repayment for low-income 


individuals 
34 CFR 674.33(c)(2) 


Paying Interest During 
Forbearance Period 


Unlike deferment, interest continues to 
accrue during any period of forbearance. 
The borrower may request to pay interest 
as it accrues during periods of forbearance, 
but the school may not require the bor- 
rower to do so. 


Forbearance Forms 


The Department has issued OMB- 
approved forbearance forms for use in the 


Perkins, Direct Loan, and FFEL programs. 


As of June 1, 2016, only the OMB- 
approved “Mandatory Forbearance” form 
may be provided to Perkins borrowers re- 
questing forbearance due to student loan 
debt burden. 


As of July 1, 2016, only the OMB-approved 
“General Forbearance” form may be pro- 
vided to Perkins borrowers requesting for- 
bearance due to poor health or for other 
acceptable reasons. 


See DCL GEN-16-02 and DCL GEN-16-06. 


Peace Corps Deferment 


If the borrower is currently in economic 
hardship deferment for service in the 
Peace Corps, the school may grant defer- 


ment for the full term of the borrower's 
service, not to exceed three years, or for 
the remaining period of economic hard- 
ship deferment eligibility, if it is less than 
the remaining period of service. 
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Payment processing 
Any payment a school receives must be applied in the following order: 


¢ collection costs 

¢ — late charges (or penalty charges) 
¢ accrued interest 

¢ principal 


Past-due payments should be applied in the same order as other pay- 
ments except that past-due payments must be applied to the “oldest” 
past-due dollars first. 


FORBEARANCE 


Forbearance is usually a temporary postponement of payments. For- 
bearance is available for all loans made under the Federal Perkins Loan 
Program, regardless of when they were made. 


The borrower may alternatively request an extension of time allowed 
for making payments or the acceptance of smaller payments than were 
previously scheduled. 


Schools may grant forbearance to borrowers who are experiencing 
financial hardship or poor health, or for other acceptable reasons. For 
example, the Department strongly encourages schools to grant periods of 
forbearance to borrowers who are serving in AmeriCorps. Also, the 
Department may authorize periods of forbearance due to a national 
military mobilization or other national emergency. 


Borrowers must request forbearance and provide supporting docu- 
mentation of the reason for forbearance. (Schools may now process 
forbearance requests based on a verbal request from a borrower.) The 
school and borrower must agree to the terms of the forbearance. The 
school confirms this agreement by notice to the borrower and by 
recording the terms in the borrower’s file. 


Schools may grant the borrower forbearance for a period of up to one 
year at a time. The forbearance may be renewed, but the periods of for- 
bearance collectively may not exceed a total of three years. A school may 
apply an authorized period of forbearance to begin retroactively (that 
is, to begin on an earlier date than the date of the borrower’s request) if 
the borrower requests that the school do so and if he or she provides ad- 
equate documentation to support the request. 


Schools may not include periods of forbearance in determining the 
10-year repayment period. 
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Hardship 


A school must grant forbearance if the total amount the borrower 
is obligated to pay monthly on all FSA loans is equal to or greater than 
20% of the borrower’s total monthly gross income. Total monthly gross 
income is the gross amount of income received by the borrower from 
employment (either full-time or part-time) and from other sources. 


To receive forbearance for hardship, the borrower must submit at 
least the following documentation: 


+ evidence of the amount of the borrower’s most recent total 
monthly gross income 


¢ — evidence of the amount of the monthly payments the borrower 
owes for the most recent month on his or her FSA loans 


DEFERMENT 


Under certain circumstances, a borrower is entitled to have the repay- 
ment of a loan deferred. During deferment, the borrower is not required 
to pay loan principal and interest does not accrue. After each deferment, 
the borrower is entitled to a post-deferment grace period of six consecu- 
tive months. 


In most cases, the borrower must request deferment unless the bor- 
rower is engaged in service that may qualify for loan cancellation or the 
school can determine that the borrower is enrolled at least half time at an 
eligible school. Borrowers are no longer required to request deferments in 
writing. However, a borrower who requests deferment must provide the 
school with supporting documentation on an OMB-approved 
deferment form by the school’s deadline. Borrowers must immediately 
report any change in their deferment status to lending schools. 


You may grant a deferment, at the borrower’s request, based on 
information from the holder of an FSA loan that a borrower has been 
granted a deferment for the same reason and the same time period on the 
borrower’s Perkins, Direct, or FFEL Stafford or PLUS Loan. (Holders of 
FSA loans include another Perkins school, an FFEL lender, the Depart- 
ment of Education, or a guaranty agency.) This simplified deferment 
granting process is optional and only applies to in-school deferments, 
graduate fellowship deferments, rehabilitation training program defer- 
ments, unemployment deferments, economic hardship deferments, 
military service deferments, and active duty student deferments. 


If a borrower is currently in deferment, the school must reaffirm 
continued eligibility for deferment on at least an annual basis (except for 
Peace Corps service—see sidebar). Schools may not include periods of 
deferment in the 10-year repayment period. 
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Calculating Equivalent 
Monthly Payment (Hardship 
Forbearance) 


If the borrower's loan payments are due 
less frequently than monthly, a 
proportional share of the payments is 
used to determine the equivalent in total 
monthly payments. For example, if a 
payment is due quarterly, divide the 
amount by three (because the payment 
covers three months) to determine the 
equivalent monthly payment amount. 


Must Be a “Regular” Student to 


Get a Deferment 


A Perkins borrower must be a “regular 
student” enrolled at least half time at an 
eligible school in order to qualify for an 
in-school deferment on a Perkins Loan. 


Students who are merely auditing classes 
are NOT eligible for in-school deferments. 
When courses are taken for academic 
credit, there is the potential that they 
could be applied to a degree or certificate 
program at some point or serve as re- 
quired prerequisites for some future an- 
ticipated 

degree program. Students who are 
auditing classes are not usually subject to 
the same academic requirements, receive 
neither credits or grades, and are not able 
to apply those courses toward a degree. 


Deferment Forms 


The Department has issued OMB- 
approved deferment forms for use in the 
Perkins, Direct Loan, and FFEL programs. 
As of June 1, 2016, only the OMB-approved 
deferment forms may be provided to 
Perkins borrowers requesting the 
following deferments: 


In-school 

Graduate fellowship 
Rehabilitation training program 
Unemployment 

Economic hardship 


DCL GEN-16-02. 
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Concurrent deferment 

34 CFR 674.34(c) 

34 CFR 674.52(d) 


Deferments-Perkins regulations 
34 CFR 674.34 Deferment of repayment— 
Federal Perkins Loans. 

34 CFR 674.35 Deferment of repayment— 
Federal Perkins Loans made before July 1, 
1993. 

34 CFR 674.36 Deferment of repayment— 
NDSLs made on or after October 1, 1980, but 
before July 1, 1993. 

34 CFR 674.37 Deferment of repayment— 
NDSLs made before October 1, 1980, and 
Defense loans. 

§ 674.38 Deferment procedures. 


Deferments on defaulted loans 


The policy permitting deferments on 
defaulted loans applies to all requests for 
deferment received after February 3, 1988, 
regardless of the date the loan was made. 


Acceleration 


Loan acceleration is one of the penalties a 
school may impose on a defaulted loan. A 
loan that has been accelerated becomes due 
and payable immediately in one lump sum. 
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Concurrent deferment/cancellation 


Schools must automatically defer loans during periods when the 
borrower is performing service that will qualify him or her for loan 
cancellation. Borrowers do not need to apply for concurrent deferment. 
Schools may grant concurrent deferment for up to 12 months at a time. 
Concurrent deferment is available to all loans made under the Federal 
Perkins Loan Program, regardless of disbursement date and contrary 
provisions on the promissory note. 


A borrower who receives concurrent deferment is also entitled to a 
post-deferment grace period of six consecutive months. Therefore, 
regardless of the length of time that the eligible service is performed, 
repayment is deferred during that period of service and does not resume 
until six months after the cessation of service. 


Deferment and default 


A borrower is not entitled to a deferment on a defaulted loan. If the 
borrower signs a new repayment agreement, however, a school may grant 
a deferment even if the school has “accelerated” the loan. The school would 
have to undo the loan acceleration before granting the deferment. 


A borrower must file for deferment by a deadline the school sets and 
provide satisfactory documentation that he qualifies for the deferment. 


Before granting a deferment on a defaulted loan, the school may 
require the borrower to pay immediately late fees, collection costs, and 
some or all of the amount past due as of the date on which the school 
determined that the borrower had demonstrated eligibility for a deferment. 
The Department encourages schools to require the borrower to do so, thus 
“curing” the default. 


A school is not required to grant deferments on loans in default. How- 
ever, if a school does so, it is expected to calculate past due accrued interest. 
If a school believes this is too burdensome, it may deny deferments on 
defaulted loans. 


FSA HB August 2016 


Glossary-Acronyms CFR DCL Chapter 4—Perkins Repayment Plans, Forbearance, Deferment, Discharge, and Cancellation 


Maintaining in-school enrollment status vs. 
in-school deferment 


When a student borrower graduates or leaves school and subsequently 
reenrolls at another school before the initial grace period expires, he or she 
retains “in-school” enrollment status and does not “use up” the nine-month 
initial grace period. A borrower is entitled to a full initial grace period when 
he or she ceases half-time enrollment in the new program. 


The borrower may submit proof at any time—even after a loan has 
been accelerated—that he or she reenrolled at least half time before the 
initial grace period expired. Upon receipt of this proof, the school must 
recalculate the first date of repayment. The school must also deduct from 
the loan balance any interest accrued and any late charges added before the 
date the repayment period actually should have begun. Note that the bor- 
rower remains responsible for payments that would have been due under 
the recalculated repayment period and that the school is not obligated to 
grant a deferment for any payments past due under that period. 


If a Perkins borrower graduates or leaves school and reenrolls at least 
half time in an eligible postsecondary school after the initial grace period 
has expired, the student is no longer in in-school enrollment status. How- 
ever, the student may be eligible for an in-school deferment (see next page). 
Keep in mind that the grace period after a deferment is only six months. 


Schools exercising the minimum monthly payment provision listed in 
the promissory note must cease doing so and grant a deferment to cover 
any period of qualifying service. The amount to be deferred and subse- 
quently canceled must be calculated using the 10-year repayment period. 
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There’s a New Enhanced 
Enrollment Reporting Process 


Perkins schools can now receive student 
enrollment information through the 
NSLDS Enrollment Reporting Process. 


Please refer to the NSLDS Reference 
Materials, Federal Perkins Technical 
Update dated 04-06-2012 at 


ifap.ed.gov/nsIldsmaterials/ 
PK201201PerkinsTechUpdate.html 


Borrowers and students may now also self- 
report their enrollment status by logging 
into the NSLDS student access website to 
inform NSLDS of their enrollment status. 
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Deferments for All Perkins Loans, NDSLs, and Defense Loans 
(34 CFR 674.34) 


The deferments that follow are available to all loans made under the Federal Perkins Loan Program, 
regardless of disbursement date or contrary provisions in the promissory note. 


In-school deferment 


A borrower may defer repayment of a Perkins Loan if he or she is enrolled at least half time in an 
eligible school. 


To receive an in-school deferment for a Perkins Loan, the borrower must be enrolled as a regular 
student in an eligible institution of higher education or a comparable institution outside the United 
States approved by the Department for deferment purposes. A regular student is one who is enrolled 
for the purpose of obtaining a degree or certificate. (The eligible institution need not participate in 
the Federal Perkins Loan Program.) 


If the borrower is attending at least half time as a regular student for a full academic year and intends 
to do so in the next academic year, he or she is entitled to a deferment for 12 months. This means 
that a school must continue to apply the in-school deferment through the summer session, even if 
the borrower does not attend classes during the summer session. In-school deferment ends on the 
day the borrower graduates or drops below half-time enrollment. 


Schools may grant in-school deferments to borrowers based on student enrollment information 
provided by third-party servicers or other schools. The enrollment information must establish that 
the borrower is enrolled as a regular student on at least a half-time basis. If a school grants deferment 
based on this information, the school must notify the borrower of the deferment and offer the option 
to cancel the deferment and continue repayment of the loan. 


If a borrower is attending a school that ceases to qualify as an institution of higher education, the 
borrower's deferment ends on the date the school ceases to qualify. 


Graduate fellowship 


A borrower may defer repayment if he or she is enrolled and in attendance as a regular student 
in a course of study that is part of a graduate fellowship program approved by the Department, 
including graduate or postgraduate fellowship-supported study (such as a Fulbright grant) outside 
the United States. To qualify for a deferment for study as part of a graduate fellowship program, a 
borrower must provide the lending institution with a statement from an authorized official of the 
borrower's graduate fellowship program certifying—that the borrower holds at least a baccalaureate 
degree conferred by an institution of higher education; that the borrower has been accepted or rec- 
ommended by an institution of higher education for acceptance on a full-time basis into an eligible 
graduate fellowship program; and the borrower's anticipated completion date in the program. 


An eligible graduate fellowship program is a fellowship program that provides sufficient financial 
support to graduate fellows to allow for full-time study for at least six months; requires a written state- 
ment from each applicant explaining the applicant’s objectives before the award of that financial 
support; requires a graduate fellow to submit periodic reports, projects, or evidence of the fellow’s 
progress; and, in case of a course of study at a foreign university, accepts the course of study for 
completion of the fellowship program. 
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Deferments for All Perkins Loans (continued) 


Rehabilitation training 


A borrower may defer repayment if he or she is enrolled in a course of study that is part of a Depart- 
ment-approved rehabilitation training program for disabled individuals. 


To receive this deferment, the borrower must provide the school with certification that 


the borrower is receiving, or is scheduled to receive, rehabilitation training from the agency; 


the agency is licensed, approved, certified, or otherwise recognized by a state agency 
responsible for programs in vocational rehabilitation, drug abuse treatment, mental health 
services, or alcohol abuse treatment; or by the Department of Veterans Affairs; and 


the agency provides or will provide the borrower rehabilitation services under a written plan 
that (1) is individualized to meet the borrower's needs; (2) specifies the date that services will 
end; and (3) is structured in a way that requires substantial commitment from the borrower. 


A substantial commitment from the borrower is a commitment of time and effort that would normally 
prevent the borrower from holding a full-time job either because of the number of hours that must 
be devoted to rehabilitation or because of the nature of the rehabilitation. 


Seeking full-time employment 


A borrower may defer repayment on a Perkins Loan for up to three years, regardless of disbursement 
date and contrary provisions on the promissory note, if the borrower is seeking and unable to find 
full-time employment. Schools may determine the documents the borrower must provide to apply for 
this deferment. 


34 CFR 674.34(g) 
Economic hardship 


A borrower is entitled to an economic hardship deferment for periods of up to one year at a time, not 
to exceed three years cumulatively, if the borrower provides the school with satisfactory documenta- 
tion showing that 


1. the borrower has been granted an economic hardship deferment for either a Stafford or PLUS 
Loan for the same period of time for which the Perkins Loan deferment has been requested; 


the borrower is receiving federal or state general public assistance, such as Temporary 
Assistance to Needy Families, Supplemental Security Income, or Supplemental Nutrition 
Assistance Program (SNAP); 


the borrower is working full-time* and is earning a total monthly gross income that does not 
exceed (1) the monthly earnings of someone earning the minimum wage, or (2) 150% of the 
poverty line** for the borrower's family size. 
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Deferments for All Perkins Loans (continued) 


4. The borrower is serving as a volunteer in the Peace Corps. Schools may grant deferments for 
Peace Corps service for periods longer than one year at a time, but these periods must not 
collectively exceed three years.*** 


Note that the deferment provision for borrowers whose debt burden exceeds 20% of total monthly 
gross income has been eliminated. 


* A borrower is considered to be working full-time if he or she is expected to be employed for at least three consecutive months 
for at least 30 hours per week. 


** The poverty guidelines are published annually by the Department of Health and Human Services. If a borrower is not a 
resident of a state identified in the poverty guidelines, the poverty guideline to be used for the borrower is the poverty guide- 
line (for the relevant family size) used for the 48 contiguous states. 

*** To qualify for a subsequent period of deferment that begins less than one year after the end of the deferment described in 
option three or four, the borrower must submit a copy of his or her federal income tax return if the borrower filed a tax return 
within the eight months preceding the date the deferment is requested. 

Determining maximum monthly gross income and 150% of poverty line (#3) 


Monthly gross income at minimum wage 


The current hourly minimum wage is available at 
dol.gov/dol/topic/wages/minimumwage.htm. 


To find monthly gross income, multiply the minimum wage by the typical work hours in a year, and 
then divide this amount by 12 months. 


Determining 150% of the poverty line for the borrower’s family size 


Annual poverty line guidelines, as defined by Section 673(2) of the Community Service Block Grant 
Act, are available at aspe.hhs.gov/poverty/index.cfm 


Note that an unborn child may be included if that child will be born during the year the borrower 
certifies family size or for the period the borrower requests an economic hardship deferment. 
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Deferments for All Perkins Loans (continued) 


Military service deferment 


A borrower who is serving on active duty in the U.S. armed forces or performing qualifying National 
Guard duty may defer repayment (principal or interest) on a Perkins Loan if the duty is in connection 
with a war, military operation, or national emergency. 


The deferment is extended 180 days for qualifying periods of service that include October 1, 2007, or 
that begin on or after that date. This additional period is available each time a borrower is 
demobilized at the conclusion of qualifying service. This additional 180-day deferment may not be 
granted without documentation supporting the borrower's claim of end-of-military-service date. 


A borrower may not be reimbursed for any payments made by or on behalf of a borrower during a 
period for which the borrower qualified for a deferment. 


34 CFR 674.34(h) 


13-month post-active duty deferment 


Effective October 1, 2007, borrowers who are members of National Guard or Armed Forces Reserve, 
and members of the armed forces who are in retired status, are eligible for a 13-month period of 
deferment on repayment of their Perkins loans following the completion of their active duty military 
service if they were enrolled in a postsecondary school at the time of, or within six months prior 

to, their activation. Reserve or retired members of the Armed Forces may qualify for both the post- 
active duty deferment and for the military service deferment, and may receive both deferments if 
eligible. If a student receives both deferments, the overlapping periods of deferment will run concur- 
rently. 


A borrower returning from active duty who is in a grace period is not required to waive the grace 
period to use the 13-month post-active duty student deferment. If the borrower reenrolls in post- 
secondary school (at least half time) prior to the expiration of the 13-month period, the deferment 
ends on the date the student reenrolls. 


Unlike the military service deferment described above, students receiving the active duty student 
deferment need not be activated in connection with a war, national emergency, or other military 
operation. 


For purposes of the post-active duty student deferment, “active duty” has the same meaning as in 
Section 101(d)(1) of Title 10, United States Code, but does not include active duty for training or 
attendance at a service school/academy. 


Members of the National Guard may qualify for this deferment for Title 32 full-time National Guard 
duty under which a governor is authorized, with the approval of the President or the U.S. 
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Deferments for All Perkins Loans (continued) 


Secretary of Defense, to order a member to state active duty and the activities of the National 
Guard are paid for by federal funds; or for state active duty under which a governor activates 
National Guard personnel based on state statute or policy, and the activities of the National Guard 
are paid for by state funds. Active duty does not include a borrower who is serving full-time in a 
permanent position with the National Guard, unless the borrower is reassigned as part of a call-up 
to active duty service. 


34 CFR 674.34(i) 


Auditing Classes and Deferments 


A Perkins borrower must be a “regular student” enrolled at least half time at an eligible school in 
order to qualify for an in-school deferment on a Perkins Loan. 


Note that a FFEL or DL borrower who is not enrolled in an eligible program can still get an in- 
school deferment as long as he or she is enrolled at least half time at an eligible school. 


Classes that a student is auditing may not be counted toward the student's enrollment status in 
determining whether the student is enrolled half time. For example, at a school where six credits is 
considered half time, a student who is enrolled in three credits for a grade and three credits as an 
audit would not be considered a half-time student for the purpose of an in-school deferment. 
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Deferments for Older Perkins Loans (34 CFR 674.35, 674.36, and 674.37) 


For information on deferment provisions exclusive to loans made before October 1, 1980, see the 
1994-1995 Federal Student Financial Aid Handbook or 34 CFR 674.37. 


For information on deferment provisions exclusive to loans made before July 1, 1993, see the 2015- 
2016 Federal Student Financial Aid Handbook. 


Definitions for Purposes of Military Service Deferments 


Active duty means full-time duty in the active military service of the United States, except that it does not 
include active duty for training or attendance at a service academy. 


Military operation means a contingency operation that is designated by the Secretary of Defense as an 
operation in which members of the armed forces are or may become involved in military actions, 
operations, or hostilities against an enemy of the United States or an opposing military force; or results in 
the call to or retention on active duty of members of the uniformed services. 


National Guard duty means training or other duty, other than inactive duty, when called to active service 
authorized by the President of the United States or Secretary of Defense (and paid for with federal funds) 
for a period of more than 30 consecutive days in connection with a war, national emergency, or other 
military operation. 


National Guard duty means training or other duty, other than inactive duty, when called to active service 
authorized by the President of the United States or Secretary of Defense (and paid for with federal funds) 
for a period of more than 30 consecutive days in connection with a war, national emergency, or other 
military operation. 
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Perkins Cancellation 
34 CFR 674 Subpart D 

34 CFR 674.51-62 

Special definitions 

34 CFR 674.51 

Procedures 

34 CFR 674.52 


When a borrower who is already 
receiving cancellation benefits 
becomes eligible for another 
type of cancellation 


Perkins borrowers who become eligible for 
an additional cancellation category 
continue along in the same cancellation 
progression if both categories are 
cancelled at the same rate. 


However, if a borrower becomes eligible 
for a cancellation category with a 
different rate of progression, the 
borrower “begins at the year one 
cancellation rate” for the new 
cancellation category. 


34 CFR 674.53(g)(2) 
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GENERAL CANCELLATION PROVISIONS 


Application for cancellation 


The following cancellation application procedures apply to any loan 
under this program. 


The borrower applies for cancellation of his or her loan by obtaining 
the appropriate cancellation form from the business or student loan office 
of the school that made the loan (or from the school’s billing service if it 
uses one). The borrower submits the form to the school, along with any 
supporting documentation the school requests, by the deadline the school 
establishes. 


A school must determine, based on the borrower’s documentation, 
whether the borrower is entitled to have any portion of his or her loans 
cancelled. This responsibility cannot be delegated. For information on 
documentation, see the appropriate cancellation category in this section. 


Concurrent deferment 


Schools must automatically defer loans during periods of service for 
which schools also grant loan cancellation. Borrowers do not need to 
apply for these automatic deferments. 


ED reimbursement to schools 


If funds are appropriated, the Department will reimburse each school 
every award year for the principal and interest cancelled from its Perkins 
Loan Fund for all of the cancellation provisions except for death, total 
and permanent disability, bankruptcy, and closed school discharge. 


If it receives reimbursement, a school must deposit the amount 
reimbursed in its Perkins Loan Fund. 


For more information and a full Q&A on reimbursing amounts 
cancelled, see Dear Colleague Letter CB-05-08. 


Note: Congress has not appropriated funds for Perkins 


cancellation reimbursement for a number of years. 
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Break in service due to a condition covered by the Family 
and Medical Leave Act (FMLA) 


A borrower who is unable to complete an academic year of eligible 
teaching service due to a condition covered under the FMLA may still 
qualify for a cancellation if the borrower completes at least one half of the 
academic year, and the borrower’s employer considers the borrower to 
have fulfilled the contract requirements for the academic year for 
purposes of salary increases, tenure, and retirement. 


For a cancellation type that requires 12-consecutive months of 
eligible service, a borrower who is unable to complete the year of eligible 
service due to a condition covered under the FMLA may still qualify for 
the cancellation if the borrower completes at least 6 months of eligible 
service. 


CANCELLATION RESTRICTIONS 


Prior service and payments prior to cancellation 


Schools may not cancel any portion of a loan for services the 
borrower performed either before the date the loan was disbursed or 
during the enrollment period covered by the loan. 


Schools may not refund payments made during a period for which 
the borrower qualified for a cancellation, unless the borrower made the 
payment because of the school’s error. To reduce the chance of error, a 
school should keep the borrower informed of any new cancellation 
benefits. 


Defaulted loans 


A school may cancel a defaulted loan if the only reason for the default 
was the borrower’s failure to file a cancellation request on time. If the loan 
has already been accelerated, only eligible service performed prior to the 
date of acceleration can be considered for cancellation. A borrower is not 
entitled to cancellation for any eligible service performed after the date of 
acceleration. 


AmeriCorps recipients 


Schools may not grant cancellation of a Perkins Loan or National 
Direct Student Loan (NDSL) to a borrower who has received a national 
service education award for volunteer service with AmeriCorps (Subtitle 
D of Title I of the National and Community Service Act of 1990). 
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Reimbursements Before 
July 1, 1972 


Schools are not required to deposit reim- 
bursements for loans made prior to July 
1, 1972, into the Perkins Loan fund. These 
reimbursements are considered 
institutional funds. 


a a ae ee eT) 
Cancellation restrictions 

Prior service 

34 CFR 674.62(a) 

Payment refund 

34 CFR 674.62(b) 

Defaulted loans 

34 CFR 674.52(c) 

AmeriCorps 

34 CFR 674.52(e) 


Perkins Cancellation Extended 
to Loans Prior to 
October 7, 1998 


The Higher Education Act was amended to 
extend all service cancellations to Perkins, 


NDSL, and Defense Loan borrowers who 
were previously ineligible. However, only 
periods of qualifying service performed 
on or after October 7, 1998, are eligible for 
cancellation benefits if the borrower was 
not previously eligible. 
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Cancellation Rates for Military, Teachers/Public Servants 


With the exception of the early childhood education and volunteer service 
cancellations, the cancellation rate per completed year of qualifying full-time 
service is 


first and second years: 15% of the original principal loan amount, plus 
the interest that accrued during the year; 


third and fourth years: 20% of the original principal loan amount, plus 
the interest that accrued during the year; and 


fifth year: 30% of the original principal loan amount, plus any interest 
that accrued during the year. 


A “year of service” consists of 12 consecutive months of service, except for 
teaching service, where the borrower must teach full-time for a full academic 
year or its equivalent. For cancellation rates for early childhood education and 
volunteer service, please see the corresponding sections in this chapter. 


ELEMENTARY AND SECONDARY 
Es §=—TEACHER CANCELLATION 


Teacher cancellation 


34 CFR 674.53 ; 
0, 
Teacher definition 34 CFR 674.51(y) Schools must cancel up to 100% of a Perkins Loan if the borrower has 


Academic year definition 34 CFR 674.51 (a) served full-time in a public or nonprofit elementary or secondary school 
Part-time 34 CFR 674.52(b)(1)(i) system as 

Low-income schools 34 CFR 674.53(b) 
Teaching children & adults 34 CFR 674.53(f) 
Field of expertise 34 CFR 674.53(c) ; 
Special education 34 CFR 653(b) Service agency; 


+ a teacher in a low-income school or a low-income educational 


¢ ateacher in a teacher shortage field, including mathematics, 


Teacher Cancellation Directory science, foreign languages, or bilingual education or any other 
field of expertise that is determined by a state education agency 

You can identify schools and educational to have a shortage of qualified teachers in that state; or 

service agencies that are eligible for Per- ; : : : ; 

ing the Teacher Cancellation Low-Income dlers, children, or youth with disabilities. 


Directory online at: www.tcli.ed.gov. 


Information about the compilation and 
publication of the directory is available 
from the Campus-Based Call Center at: 
1-877-801-7168 or by email at cbfob@ 

ed.gov. 
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The cancellation form that the borrower files must be signed by an 
official in the school system or agency to certify the borrower’s service. Cancellations for Teachers at 
Eligibility for teacher cancellation is based on the duties presented in an Educational Service Agencies 
official position description, not on the position title. To receive a cancel- 


lation, the borrower must be directly employed by the school system. These ence ietlan sate tar Dering to 


eligible service that includes August 14, 
2008, or begins on or after that date, 


To qualify for cancellation based on any of these three conditions, a regardless of whether the cancellation cat- 
borrower must teach full-time for a complete academic year or its egory appears on the borrower's 
equivalent. See the next page for exceptions covering special cases, such as_ | Promissory note. 
illness or pregnancy. HEA section 465(a) 

Cancellation for teaching in a low-income school or Definition of educational service agency: 
d | a A regional public multi-service agency au- 
educational service agency thorized by state law to develop, manage, 


F ‘ F : : : and provide services or programs to local 
A borrower qualifies for this cancellation by teaching full-time in a ee 
educational agencies as defined in section 


low-income public or other nonprofit elementary or secondary school, or _| 9101 of the Elementary and Secondary 
by teaching full-time for an educational service agency (ESA) listed in the Education Act of 1965, as amended. 
Teacher Cancellation Low-Income Directory (see sidebar). 


HEA sections 481(e) and (f) 


For cancellation purposes, a borrower employed by an ESA may be 
teaching 


; BIA Schools 
¢ ata location operated by the ESA (such as a stand-alone school 
that serves students from many different school districts), or All elementary and secondary schools 
operated by the Bureau of Indian Affairs 
¢ in aconventional elementary and secondary school (such as (BIA) are considered to qualify as schools 
a vocational education teacher employed by the ESA to teach serving low-income families for the 
courses in several different secondary schools). purpose of teacher cancellations of Perkins 


Loans. Elementary and secondary schools 


: : : . operated on reservations by Indian tribal 
If a borrower is teaching at a school that is on the list one year but not _| groups under contract with the BIA are 


in subsequent years, the borrower may continue to teach in that school also considered to qualify for this purpose. 


and remain eligible to receive a cancellation for service in that school. 
34 CFR 674.53(a)(5) 
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Who Is a Teacher? 


A teacher is a person who provides students direct classroom teaching, classroom-type teaching in a 
non-classroom setting, or educational services directly related to classroom teaching (e.g., school 


librarian, guidance counselor). 


It is not necessary for a teacher to be certified or licensed to receive cancellation benefits. However, the 
employing school must consider the borrower to be a full-time professional for the purposes of salary, 

tenure, retirement benefits, and so on. In other words, to qualify, the borrower should accrue the same 
benefits as teachers who are licensed and/or certified. 


A supervisor, administrator, researcher, or curriculum specialist is not a teacher unless he or she primarily 
provides direct and personal educational services to students. 


Under certain conditions, a teacher's aide may be considered eligible for teacher cancellation. The 
teacher's aide must meet the definition of a “full-time teacher.’ He or she must have a bachelor’s 

degree and be a professional recognized by the state as a full-time employee rendering direct and 
personal services in carrying out the instructional program of an elementary or secondary school. 


Volunteer teachers are not professionally employed on a full-time basis and, therefore, are not eligible for 
teacher cancellation benefits. 


Teaching full-time for a full academic year 


The borrower must teach full-time for a full academic year or its equivalent. There is no requirement that 
a teacher must teach a given number of hours a day to qualify as a full-time teacher; the 

employing school is responsible for determining whether or not the individual is considered to be a full- 
time teacher. 


An “academic year or its equivalent” for teacher cancellation purposes is defined as one complete school 
year. Two half-years count as an academic year if they are complete, consecutive, from different school 
years (excluding summer session), and generally fall within a 12-month period. 


A borrower who cannot complete the academic year because of illness or pregnancy may still qualify for 
cancellation if he or she has completed the first half of the academic year and has begun teaching the 
second half, but the borrower's employer must consider the borrower to have fulfilled his or her contract 
for the academic year. 


Teaching part-time at multiple schools 


Schools must grant cancellation to a borrower who is simultaneously teaching part-time in two or more 
schools if an official at one of the schools where the borrower taught certifies that the borrower taught 
full-time for a full academic year. For example 


under a consortium agreement, a borrower may be employed by the consortium and teach at 
member schools; 


two or more schools, by mutual agreement, could arrange to have one school employ the 
borrower on a full-time basis and then hire out his or her services to the other school(s) involved 
in the agreement; or 
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a borrower can be considered to have been a full-time teacher for an academic year if he or she 
can obtain appropriate certifications that he or she has taught in two half-time teaching 
positions for a complete academic year in two elementary or secondary schools or in two 
secondary schools. 


A school may refuse cancellation for simultaneous teaching in two or more schools if it cannot easily 
determine that the teaching was full-time. 


Teaching in a private school 


A borrower may receive teacher cancellation for services performed in a private elementary or 
secondary school or academy, if the private school or academy has established its nonprofit status with 
the Internal Revenue Service (IRS) and if the school or academy is providing elementary or secondary 
education according to state law. The school or academy does not necessarily need to be accredited for a 
borrower teaching there to qualify for teacher cancellation. 


Teaching in a school system 


To be eligible for cancellation, a borrower employed in a public or other nonprofit elementary or 
secondary school system or an educational service agency must be directly employed by the school 
system. 


Teaching in a preschool or pre-kindergarten program 


A borrower may receive teacher cancellation for teaching service performed in a preschool or 
pre-kindergarten program if the state considers the program to be a part of its elementary education 
program. A low-income-school-directory designation that includes pre-kindergarten or kindergarten 
does not suffice for a state determination of program eligibility. The school must check with the state 
superintendent of public instruction to determine whether these programs are part of the state 
elementary education program. 


Teaching both children and adults 


If the borrower teaches both children and adults, the majority of students must be children for the 
borrower to qualify for cancellation. 


Job Corps teachers 


Teaching service performed in a Job Corps project does not qualify for Perkins Loan cancellation 
unless the teaching is conducted in an elementary or secondary school or school system. 


How are low-income schools and ESAs selected? 


The Department selects elementary/secondary schools and educational service agencies (ESAs) for 
inclusion in the Teacher Cancellation Low-Income Directory in consultation with each state’s educational 
agency based on these criteria: 


The school or ESA is in a school district that qualifies for “Title I” federal funding based on the 
large number of low-income families in the district. 


More than 30% of the school’s or ESA’s enrollment is made up of children from low-income 
families. 
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Teaching in a teacher shortage 


field by field of expertise 
34 CFR 674.53(c) 


Teaching in special education 
34 CFR 674.53(b) 


Defining Children and Youth 
with Disabilities 


For children and youth from ages 3 
through 21 who require special education 
and related services because they have 
disabilities as defined in Section 602(3) of 
the Individuals with Disabilities Education 
Act (the Act), the Act defines a “child with 
a disability” as one (1) with mental retarda- 
tion, hearing impairments (including deaf- 
ness), speech or language impairments, 
visual impairments (including blindness), 
serious emotional disturbance, orthopedic 
impairments, autism, traumatic brain 
injury, other health impairments, or 
specific learning disabilities; and (2) who, 
by reason thereof, needs special education 
and related services. 


For a child age 3 through 9, the term a 
“child with a disability” may include, at the 
discretion of a state and local education 
agency, individuals (1) experiencing devel- 
opmental delays, as defined by the state 
and as measured by appropriate instru- 
ments and procedures, in one or more of 
the following areas: physical development, 
cognitive development, communication 
development, social or emotional devel- 
opment, or adaptive development; and 

(2) who, by reason thereof, require special 
education and related services. 
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Cancellation for teaching in a teacher shortage field 


A school must cancel up to 100% of the outstanding balance on a 
borrower's Perkins loan for a full-time teacher in a field of expertise that 
is determined by a state education agency to have a shortage of qualified 
teachers in that state. A borrower who is teaching in science, math- 
ematics, foreign language, or bilingual education qualifies for cancellation 
even if the state has not designated the subject area in which he or she is 
teaching as a shortage area. 


For a borrower to be considered as teaching in a field of expertise that 
has a shortage of teachers, the majority of classes taught must be in that 
field of expertise. 


Cancellation for teaching in special education 


A school must cancel up to 100% of the outstanding balance on a 
borrower’s Perkins loan for a full-time special education teacher of 
infants, toddlers, children, or youth with disabilities. The teaching service 
must be performed in a public or other nonprofit elementary or 
secondary school system. 


A person performing one of the following services is considered a 
teacher if the service is part of the educational curriculum for 
handicapped children 

¢ speech and language pathology and audiology, 
¢ physical therapy, 
¢ occupational therapy, 
¢ psychological and counseling services, 
¢ recreational therapy. 
To qualify for cancellation, the borrower must be licensed, certified, 


or registered by the appropriate state education agency for that area in 
which he or she is providing related special educational services. 
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PUBLIC SERVICE CANCELLATIONS 


Nurse or medical technician cancellation 


Schools must cancel up to 100% of a Perkins Loan if the borrower 
has served full-time as a nurse or medical technician providing health care 
services. The borrower must provide health care services directly to pa- 
tients. 


For purposes of this cancellation 


¢ anurse isa licensed practical nurse, a registered nurse, or other 
individual who is licensed by the appropriate state agency to 
provide nursing services. 


¢ a medical technician is an allied health professional (working in 
fields such as therapy, dental hygiene, medical technology, or 
nutrition) who is certified, registered, or licensed by the 
appropriate state agency in the state in which he or she 
provides health care services; an allied health professional is 
someone who assists, facilitates, or complements the work of 
physicians and other specialists in the health care system. (See 
Dear Colleague Letter CB-08-14 for a more detailed discussion of 
the eligibility requirements for the medical technician cancella- 
tion.) 


A school may refuse a request for cancellation based on a claim of si- 
multaneous employment as a nurse or medical technician in two or more 
facilities if it cannot determine easily from the documentation supplied 
by the borrower that the combined employment is full-time. However, it 
shall grant the cancellation if one facility official certifies that a nurse or 
medical technician worked full-time for a full year. 


Firefighter cancellation 


A school must cancel up to 100% of the outstanding balance on a 
borrower’s Perkins loan for service that includes August 14, 2008, or be- 
gins on or after that date, as a full-time firefighter. 


A firefighter is an individual who is employed by a federal, state, or 
local fire fighting agency to extinguish destructive fires or provide fire 
fighting related services such as conducting search and rescue, providing 
hazardous materials (HAZMAT) mitigation, or providing community 
disaster support and, as a first responder, providing emergency medical 
services. 
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Cancellation 


Definitions 34 CFR 674.51 
Employment cancellations 34 CFR 674.56 
« Nurse or medical technician (a) 

Child or family services agency (b) 
Early intervention (disability) services (c) 
Firefighter (d) 
Faculty at tribal college or university (e) 
Librarian with master’s degree 
at Title | school (f) 
Speech pathologist with master’s de- 
gree at Title | school (g) 


Law enforcement 34 CFR 674.57 

Early Childhood Education 34 CFR 674.58 
Military service 34 CFR 674.59 

Volunteer service 34 CFR 674.60 
Cancellation reimbursement 


34 CFR 674.63(b) 
GEN-05-15 
Sec. 465(a)(2)(l) of the HEA 


Campus-Based E-Announcement, 
EA 2013-4-24 at 


http://www.dfas.mil/militarymembers/ 
payentitlements/specialpay/hfp_idp. 
html 


Firefighter cancellation 
34 CFR 674.56(d) 
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Early Intervention Definitions 


Infants and toddlers with disabilities 


An individual under three years of age who needs early intervention services because the individual 
(1) is experiencing developmental delays, as measured by appropriate diagnostic instruments and 
procedures, in one or more of the areas of cognitive development, physical development, communi- 
cation development, social or emotional development, and adaptive development; or (2) has a diag- 
nosed physical or mental condition which has a high probability of resulting in developmental delay. 


The term may also include, at a state's discretion, individuals under age three, who are at risk of hav- 
ing substantial developmental delays if early intervention services are not provided. (Section 632(5) 
(A) of the Individuals with Disabilities Education Act.) 


Qualified professional provider of early intervention services 


A provider of services, as defined in Section 632 of the Individuals with Disabilities Education Act. 
Section 632 of that act defines early intervention services as developmental services that 


are provided under public supervision; 


are provided at no cost except where federal or state law provides for a system of payments 
by families, including a schedule of sliding fees; 


are designed to meet the developmental needs of an infant or toddler with a disability in one 
or more of the following areas: physical development, cognitive development, communica- 
tion development, social or emotional development, or adaptive development; 


meet the standards of the state in which they are provided; 


are provided by qualified personnel, including special educators; speech and language pa- 
thologists and audiologists; occupational therapists; physical therapists; psychologists; social 
workers; nurses; nutritionists; family therapists; orientation and mobility specialists; and pe- 
diatricians and other physicians; 


to the maximum extent appropriate, are provided in natural environments, including the 
home, and community settings in which children without disabilities participate; and 


are provided in conformity with an individualized family service plan adopted in accordance 
with Section 636 of the Individuals with Disabilities Education Act. 


Under the Individuals with Disabilities Education Act, early intervention services include family train- 
ing, counseling, and home visits; special instruction; speech-language pathology and audiology 
services; occupational therapy; physical therapy; psychological services; service coordination services; 
medical services only for diagnostic or evaluation purposes; early identification, screening, and as- 
sessment services; health services necessary to enable the infant or toddler to benefit from the other 
early intervention services; social work services; vision services; assistive technology devices and ser- 
vices; and transportation and related costs necessary to enable infants, toddlers, and their families to 
receive other services identified in Section 632(4). 
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Early intervention (for disabled infants/toddlers) 
cancellation 


Schools must cancel up to 100% of the outstanding balance on a 
Perkins Loan if the borrower has been employed full-time as a qualified 
professional provider of early intervention services in a public or other non- 
profit program. “Early intervention services” are provided to infants and 
toddlers with disabilities. 


This cancellation applies to Perkins loans made on or after July 23, 
1992. Perkins loans made prior to that date are eligible for cancellation for 
early intervention service that is performed on or after October 7, 1998. 


Child or family services cancellation 


A school must cancel up to 100% of the outstanding balance on a 
Perkins Loan made on or after July 23, 1992, for service as a full-time em- 
ployee in a public or private nonprofit child or family service agency. To 
qualify for cancellation, the borrower must be providing services directly 
and exclusively to high-risk children from low-income communities and 
to the families of these children, or supervising the provision of such ser- 
vices. Any services provided to the children’s families must be secondary 
to the services provided to the children. 


For purposes of this cancellation 


¢ high-risk children are defined as individuals under the age of 21 
who are low-income or at risk of abuse or neglect; have been 
abused or neglected; have serious emotional, mental, or behav- 
ioral disturbances; reside in placements outside their homes; or 
are involved in the juvenile justice system. 


¢ low-income communities are communities in which there is a 
high concentration of children eligible to be counted under 
Title I rules (see sidebar on next page). 


The types of services a borrower may provide to qualify for a child 
or family service cancellation include child care and child development 
services; health, mental health, and psychological services; and social ser- 
vices. The Department has determined that an elementary or secondary 
school system, a hospital, or an institution of higher education is not an 
eligible employing agency. When reviewing child or family service cancel- 
lation requests, Perkins schools and their servicers should refer to Dear 
Colleague Letter GEN-5-15, which provides a more detailed discussion of 
the eligibility requirements for child or family service cancellations. 


Faculty member at a tribal college or university 
cancellation 


An institution must cancel up to 100 percent of the outstanding 
balance on a borrower’s Federal Perkins loan for service that includes 
August 14, 2008, or begins on or after that date, as a full-time faculty 
member at a Tribal College or University. 
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Early intervention cancellation 
34 CFR 674.56(c) 


Cancellation Rates 


With the exception of cancellations for 
Head Start, military, and volunteer ser- 
vice, the cancellation rate per completed 
academic year of full-time teaching or for 
each year of otherwise qualifying full-time 
service is 
+ 15% of the original principal loan 
amount—plus the interest that accrued 
during the year—for each of the first 
and second years; 
20% of the original principal loan 
amount—plus the interest that accrued 
during the year—for each of the third 
and fourth years; and 
30% of the original principal loan 
amount—plus any interest that accrued 
during the year—for the fifth year. 


A year of service consists of 12 consecutive 
months of service. 


Child or family services 


cancellation 
34 CFR 674.56(b) 


a 
Tribal college or university 
cancellation 

34 CFR 674.56(e) 


Tribal College or University 


An institution that — 

1. Qualifies for funding under the Tribally 
Controlled Colleges and Universities 
Assistance Act of 1978 (25 U.S.C. 1801 
et seq.) or the Navajo Community 
College Assistance Act of 1978 
(25 U.S.C. 640a note); or 

. Is cited in section 532 of the Equity in 
Education Land Grant Status Act of 
1994 (7 U.S.C. 301 note) 

34 CFR 674.51(bb). 


You can find a list of accredited Tribal 
Colleges and Universities at 


www.ed.gov/edblogs/whiaiane/ 
tribes-tcus/tribal-colleges-and- 
universities/ 
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Speech pathologist cancellation 
34 CFR 674.56(g) 


Title I schools 

Part A of Title | of the Elementary and Sec- 
ondary Education Act of 1965, as amended, 
provides funding for schools with high 
numbers or high percentages of poor 
children 


Elementary and Secondary Education Act 
See 20 U.S.C. 70 


a 
Librarian cancellation 
34 CFR 674.56(f) 
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Speech pathologist (at Title | school) cancellation 


A school must cancel up to 100% of the outstanding balance on a 
borrower’s Perkins Loan for full-time employment that includes August 
14, 2008, or begins on or after that date, as a speech pathologist. 

A speech pathologist is someone who evaluates or treats disorders that 
affect a person’s speech; language; cognition; voice; swallowing and the 
rehabilitative or corrective treatment of physical or cognitive deficits/ 
disorders resulting in difficulty with communication, swallowing, or 
both; and who has obtained a postgraduate academic degree awarded 
after the completion of an academic program of up to six years in 
duration (excluding a doctorate or professional degree). 


To qualify for cancellation, the speech pathologist must have a mas- 
ter’s degree and be working exclusively with Title I-eligible schools. 


Librarian (at Title | school) cancellation 


A school must cancel up to 100% of the outstanding Perkins balance 
for service that includes August 14, 2008, or begins on or after that date, 
as a full-time librarian. 


The librarian must have a master’s degree. A librarian with a master’s 
degree is defined as an information professional trained in library or in- 
formation science who has obtained a postgraduate academic degree in 
library science awarded after the completion of an academic program of 
up to six years in duration (excluding a doctorate or professional degree). 


The librarian must be employed 
¢ inan elementary school or secondary school that is eligible for 


Title I assistance (see sidebar), or 


¢ bya public library that serves a local school district that 
contains one or more Title I-eligible schools. 


LAW ENFORCEMENT CANCELLATIONS 


Law enforcement or corrections officer cancellation 


A school must cancel up to 100% of a Perkins Loan made on or after 
November 29, 1990, if the borrower performs full-time service for 12 
consecutive months as a law enforcement or corrections officer for an 
eligible employing agency. 


To establish the eligibility of a borrower for the law enforcement or 
corrections officer cancellation provision, the school must determine that 
(1) the borrower’s employing agency is eligible and that (2) the 
borrower's position is essential to the agency’s primary mission. 
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A local, state, or federal agency is an eligible employing agency if it is 
publicly funded and its activities pertain to crime prevention, control, or 
reduction, or to the enforcement of the criminal law. Such activities in- 
clude but are not limited to 
¢ police efforts to prevent, control, or reduce crime or to Law enforcement/corrections 
apprehend criminals; cancellation 


Favs ; ' beast 34 CFR 674.57(a) 
¢ activities of courts and related agencies having criminal 


jurisdiction; 
¢ activities of corrections, probation, or parole authorities; and 


¢ the prevention, control, or reduction of juvenile delinquency or 
narcotic addiction. 


Law Enforcement Cancellation 
for Loans Prior to 
November 29, 1990 


Agencies that are primarily responsible for enforcement of civil, 


regulatory, or administrative laws are ineligible. However, because the A school must cancel up to 100% of the 
activities of many divisions and bureaus within local, state, and federal outstanding loan balance on a Perkins 
agencies pertain to crime prevention, control, or reduction, or to the en- ne ee prior to November 29, ree 

ae ene ee or law enforcement or correction r 
forcement of criminal law, a sub-unit within a larger, non-law a aes 

: service performed on or after October 7, 

enforcement agency may qualify as a law enforcement agency for 1998, if the cancellation benefits provided 
purposes of a law enforcement cancellation. under this section are not included in the 


terms of the borrower's promissory note. 
The service must be full-time and be 


For the borrower’s position to be considered essential to the agency’s : 
performed over 12 consecutive months. 


primary mission, he or she must be a full-time employee of an eligible 
agency and a sworn law enforcement or corrections officer or person 
whose principal responsibilities are unique to the criminal justice system 
and are essential in the performance of the agency’s primary mission. The 
agency must be able to document the employee’s functions. Examples of 
positions that are considered essential to a law enforcement agency’s 
primary mission and that are unique to the criminal justice system in- 
clude prosecuting attorneys whose primary responsibilities are to pros- 
ecute criminal cases on behalf of law enforcement agencies, forensic 
scientists, and latent fingerprint examiners. 


Individuals whose official responsibilities are supportive, such as 
those that involve typing; filing; accounting; office procedures; 
purchasing; stock control; food service; transportation; or building, 
equipment, or grounds maintenance, are not eligible for the law 

enforcement or correction officer loan cancellation, regardless of where 
these functions are performed. 
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Public defender cancellation 
34 CFR 674.57(b) 


Eligible public/community defender 
organizations 

34 CFR 674.51(e) 

Section 3006A(g)(2) of Title 18, U.S.C. 


Military service cancellation 
34 CFR 674.59 


Change to military service cancellation 
limitation 

Effective for a full year of qualifying service 
that includes August 14, 2008, or begins after 
that date, borrowers may now receive military 
service cancellation of up to 100% of the loan. 


Military cancellations for earlier loans 
A school must cancel up to 50% of a De- 
fense loan made after April 13, 1970, for 
the borrower's full-time active service 
starting after June 30, 1970, in the U.S. 
armed forces. 
A school must cancel up to 50% of the 
outstanding balance on a Perkins Loan 
for active duty service that ended before 
August 14, 2008, as a member of the 
U.S. armed forces in an area of hostilities 
that qualifies for special pay under 
section 310 of title 37 of the United 
States Code (see below). 

The cancellation rate is 12.5% of the origi- 

nal loan principal, plus the interest on the 

unpaid balance accruing during the year of 

qualifying service, for each complete year of 

qualifying service. 


Special pay in areas of hostilities/immi- 
nent danger 

The Department of Defense maintains an 
updated listing of hostile fire/imminent dan- 
ger pay (IDP) areas. See the Defense Finance 
and Accounting website at 


www.dfas.mil/militarymembers/ 


payentitlements/specialpay/hfp_idp. 
html. 
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PUBLIC DEFENDER CANCELLATION 


Full-time attorneys employed in federal public defender organizations 
or community defender organizations (see sidebar), are eligible for public 
defender cancellations. 


For purposes of this cancellation: 


¢ Acommunity defender organization is a defender organization 
established in accordance with section 3006A(g)(2)(B) of Title 
18, United States Code. 


¢ — A federal public defender organization is a defender organiza- 
tion established in accordance with section 3006A(g)(2)(A) of 
Title 18, United States Code. 


Cancellations are for eligible service that includes August 14, 2008, 
or begins on or after that date, regardless of whether information on the 
expansion of this cancellation category appears on the borrower’s promis- 
sory note. 


MILITARY SERVICE CANCELLATION 


A school must cancel up to 100% of the outstanding balance of a Per- 
kins loan for a full year of active duty service in the U.S. armed forces in 
an area of hostilities or an area of imminent danger that qualifies for spe- 
cial pay (see sidebar). The “U.S. armed forces” are the U.S. Army, Navy, 
Air Force, Marine Corps, or Coast Guard. 


The borrower’s commanding officer must certify the borrower’s 
service dates. Active duty service for less than a complete year or a 
fraction of a year beyond a complete year does not qualify. A complete 
year of service is 12 consecutive months. 


Areas that qualify for hostile fire/imminent danger pay are listed on 
the Web (see sidebar). Note that the borrower does not have to serve the 
full 12 months of active duty service in such an area to qualify for the 
cancellation. If a borrower is on active duty in such an area for any part of 
a month, that month counts toward the borrower’s eligibility for a mili- 
tary cancellation. 


The cancellation rate is the standard progression for up to 100% 
cancellation: 15% for the first and second year of qualifying service, 20% 
for the third and fourth year of qualifying service, and 30% for the fifth 
year of qualifying service. 
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EARLY CHILDHOOD EDUCATION CANCELLATION 
(PRE-KINDERGARTEN, CHILD CARE, HEAD START) 


A school must cancel up to 100% of a Perkins Loan if the borrower Early childhood cancellation 
has served 34 CFR 674.58 


¢ asa full-time staff member in a Head Start program; or 


¢ asa full-time staff member of a pre-kindergarten or child care Early Education Cancellations 
program that is licensed or regulated by the state. for Defense Loans 


Head Start. An institution must cancel up 
to 100% of the outstanding balance on 


For purposes of these early education cancellations: 
a Defense Loan for service as a full-time 
¢ Head Start is a preschool program carried out under the Head staff member in a Head Start program per- 
Start Act (subchapter B, chapter 8 of Title VI of Pub. L. 97-35, _| formed on or after October 7, 1998, if the 
the Budget Reconciliation Act of 1981, as amended; formerly ae are eee iis 
authorized under section 222(a)(1) of the Economic Opportu- thelnonoteronreinic amines 
nity Act of 1964). (42 U.S.C. 2809(a)(1)). 


¢ A pre-kindergarten program is a state-funded program that 
serves children from birth through age six and addresses the 
children’s cognitive (including language, early literacy, and 
early mathematics), social, emotional, and physical develop- 
ment. 


¢ A child care program is a program that is licensed or regulated 
by the state and provides child care services for fewer than 24 
hours per day per child, unless care in excess of 24 consecutive 
hours is needed due to the nature of the parents’ work. 


¢ A full-time staff member is someone who is regularly employed 
in a full-time professional capacity to carry out the educational 
part of the early education program. 


For the pre-kindergarten and child care program cancellation, the 
period of service must include August 14, 2008, or begin on or after that 
date. 


In order to qualify for cancellation, the early education program in 
which the borrower serves must operate for a complete academic year 
or its equivalent. The borrower’s salary may not exceed the salary of a 
comparable employee working in the local educational agency of the area 
served by the early education program. 


The cancellation rate is 15% of the original loan principal, plus the in- 
terest on the unpaid balance accruing during the year of qualifying service 
for each complete academic year or its equivalent of full-time teaching 
service. 


An official of the early education program should sign the borrower’s 
cancellation form to certify the borrower’s service. 
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VOLUNTEER SERVICE CANCELLATION 


Schools must cancel up to 70% of a Perkins Loan if the borrower has 
served as a Peace Corps or AmeriCorps VISTA (under Title I, Part A of 
the Domestic Volunteer Service Act of 1973) volunteer. An authorized 
official of the Peace Corps or AmeriCorps VISTA program must sign the 
borrower’s cancellation form to certify the borrower's service. 


AmeriCorps volunteers do not qualify for this cancellation unless 
their volunteer service is with AmeriCorps VISTA. An AmeriCorps 
VISTA volunteer may only qualify for this cancellation if the AmeriCorps 
VISTA volunteer elects not to receive a national service education award 
for his or her volunteer service. The AmeriCorps VISTA volunteer must 
provide appropriate documentation showing that the volunteer has de- 
clined the AmeriCorps national service education award. 


Schools apply cancellation for volunteer service in the following 
increments: 


¢ 15% of the original principal loan amount—plus any interest 
that accrued during the year—for each of the first and second 
12-month periods of service; and 


¢ 20% of the original principal loan amount—plus any interest 
that accrued during the year—for each of the third and fourth 
12-month periods of service. 


For Peace Corps Volunteers, the 12-month periods of service include 
any preenrollment training the volunteer receives at the Peace Corps post. 
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DISCHARGING PERKINS LOANS 


Discharge due to death 


You must discharge the remaining balance of any Perkins Loan if the 
borrower dies. You must base your determination of death of the 
borrower on an original or certified copy of the death certificate or an 
accurate and complete photocopy of the death certificate. 


In most cases, the school should try to obtain a copy of the death 
certificate from the borrower’s next of kin. If the school is unable to 
obtain a copy from the next of kin, it may be able to obtain a copy from 
the state vital statistics office. 


Under exceptional circumstances and on a case-by-case basis, your 
school’s chief financial officer may approve a discharge based upon other 
reliable documentation supporting the discharge request. 


Discharge for total and permanent disability 
(nonveterans) 


If a Perkins borrower contacts a school to request a total and 
permanent disability (TPD) discharge, the school must tell the borrower 
to notify the Department of the borrower’s intent to apply for a TPD 
discharge. The school must provide the borrower with the information 
needed for the borrower to contact the Department. When the borrower 
notifies the Department of the borrower’s intent to apply for a TPD 
discharge, the Department provides the borrower with the information 
necessary to apply for the discharge. The Department identifies all FSA 
loans held by the borrower and notifies the holders of those loans of the 
borrower's intent to apply for a TPD discharge. The Department directs 
the loan holders to suspend collection activity on the borrower for a 
period not to exceed 120 days. The Department informs the borrower of 
the suspension of collection activity and tells the borrower that the 
suspension of collection activity will end after 120 days if the borrower 
does not submit a TPD discharge application within that time. 


The borrower must submit to the Department a TPD discharge 
application certified by a physician who is a doctor of medicine or 
osteopathy legally authorized to practice in a state. By signing the TPD 
discharge application, the physician certifies that the borrower is totally 
and permanently disabled, as defined in the Perkins Loan Program 
regulations (see sidebar). The borrower must submit the application to 
the Department within 90 days of the date the physician signed it. 
Alternatively, instead of having a physician certify the TPD discharge 
request, a borrower may provide the Department with documentation 
from the Social Security Administration (SSA) showing that the borrower 
qualifies for SSA disability benefits and that the borrower’s next SSA dis- 
ability review will be within five to seven years. 
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TPD Discharge Application 


You can find additional information on 
TPD at 


https://www.disabilitydischarge.com/ 
You can find forms at 


https://www.disabilitydischarge.com/ 
Forms 


Total and permanent disability 
loan discharge 

34 CFR 674.61 

DCL GEN 06-14 


ATPD Discharge Based on 
SSA Disability 


For a borrower applying for a TPD dis- 
charge based on an SSA disability determi- 
nation, the documentation from the SSA 
must show that the borrower qualifies for 
SSA disability benefits and that the bor- 
rower’s next SSA disability review will be 
within five to seven years. If the notifica- 
tion of eligibility for disability benefits that 
borrower received from the SSA doesn’t 
contain a medical review period, the bor- 
rower can obtain this information by call- 
ing his or her local SSA office or by calling 
1-800-772-1213 and requesting a Benefits 
Planning Query. 
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Disability Discharge Servicer 


Electronic Announcement Posted: Sep- 
tember 10, 2010; Updated May 27, 2011. 


All disability discharge assignments/refer- 
rals must be sent to Nelnet Total and Per- 
manent Disability Servicer at gy 

U.S. Department of Education 

3015 South Parker Road, Suite 400 

Attn: TPD Servicing 

Aurora, CO 80014 


Phone: 1-888-303-7818 
website: www.disabilitydischarge.com 


Definitions of “Totally and 
Permanently Disabled” 


Total and permanent disability is defined 
as 


The condition of an individual who— 
(1) ls unable to engage in any substantial 
gainful activity* by reason of any medically 
determinable physical or mental impair- 
ment that 
(i) Can be expected to result in death; 
(ii) Has lasted for a continuous period 
of not less than 60 months; or 
(iii) Can be expected to last for a 
continuous period of not less than 60 
months; or 
(2) Has been determined by the Secretary 
of Veterans Affairs to be unemployable 
due to a service-connected disability. 


34 CFR 674.51 (aa) 


* Substantial gainful activity is defined as “a 
level of work performed for pay or profit 
that involves doing significant physical 

or mental activities, or a combination of 
both.” 


34 CFR 674.51 
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After the Department receives the TPD application, the Department 
notifies the borrower's FSA loan holders that the application has been 
received and directs the loan holders to maintain the suspension of 
collection activity while the Department reviews the application. 


During its review of the TPD application, the Department may ask 
the borrower to provide additional medical evidence and may arrange for 
an additional review of the borrower’s condition by an independent 
physician at no expense to the borrower. 


If the Department determines that the borrower does not qualify for 
a total and permanent disability discharge, the Department notifies the 
borrower and the school resumes collection on the loan. 


If the Department determines that the borrower qualifies for a total 
and permanent disability discharge, it directs the school to assign the loan 
to the Department (see sidebar for ED servicers) within 45 days. After the 
Department receives the assignment, it discharges the loan and 
notifies the borrower and the school that the loan has been discharged. 
The notification to the borrower will explain to the borrower that the loan 
will be reinstated if, within three years of the date the Department granted 
the discharge, the borrower 


¢ has annual earnings from employment that exceed 100% of the 
poverty guideline for a family of two. 


¢ receives a new TEACH Grant or a new loan under the Perkins 
or Direct Loan programs, except for a Direct Consolidation 
Loan that includes loans that were not discharged. 


¢ fails to ensure that the full amount of any disbursement of an 
FSA loan or TEACH grant received before the discharge date 
is returned to the loan holder or the Department, as applicable, 
within 120 days of the disbursement date. 


¢ receives a notice from the SSA that the borrower is no longer 
disabled or that the borrower's continuing disability review will 
no longer be the five- to seven-year period. 


If your school receives payments from a borrower after the loan has 
been assigned to the Department, you must return the payments to the 
sender and notify the borrower that there is no need to make payments 
on the loan after it has been discharged due to TPD, unless the loan is re- 
instated or the Department directs the borrower otherwise. 
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Discharge for service-connected disability (veterans) 


A veteran’s Perkins Loan will be discharged if the veteran is un- 
employable due to a service-connected disability, as determined by the 
Department of Veterans Affairs (VA). Beginning July 1, 2013, to qualify 
for discharge of a Perkins loan based on a disability determination by 
the VA, a veteran must submit a completed copy of the TPD discharge 
application to the Department. The veteran does not need to obtain a 
physician’s certification or provide documentation of eligibility for SSA 
disability benefits with the application. Instead, the veteran must include 
documentation from the VA showing that the veteran is unemployable 
due to a service-connected disability. The veteran will not be required to 
provide any additional documentation related to his or her disability. 


If the Department determines that the documentation from the 
Department of Veterans Affairs indicates that the veteran meets the 
conditions for a service-related disability discharge, the Department di- 
rects the school to discharge the loan. Schools are not required to assign 
the loan, because loans discharged based on VA disability documentation 
are not subject to the post-discharge monitoring period or to reinstate- 
ment. The school must return to the sender any loan payments received 
on or after the effective date of the determination by the Department of 
Veterans Affairs that the veteran is unemployable due to a service- 
connected disability. (Any such loan payments must be returned to the 
person who made them.) 


If the Department determines that the documentation from the 
Department of Veterans Affairs does not indicate that the veteran meets 
the conditions for the discharge, the Department directs the school to 
resume collection on the loan. The Department also notifies the veteran 
that the TPD discharge request has been denied and informs the veteran 
that even if he or she does not qualify for a service-connected disability 
discharge, the veteran may reapply for a TPD discharge if he or she meets 
the general definition of “totally and permanently disabled” (see previous 
topic). 
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Closed School Search 


Each week, the Department publishes a 
spreadsheet you can use to determine if 
one of your students has a loan from a 
school that might be eligible for a closed- 
school discharge. You can find the spread- 
sheet at 


www2.ed.gov/offices/OSFAP/PEPS/ 
closedschools.html 


Additional information can be obtained 
from 


Ombudsman Group 

U.S. Department of Education 
UCP-3/MS 5144 

830 First Street, NE 

Washington, D.C. 20202-5144 
Phone: 202-377-3800 

Fax: 202-275-0549 

Email: fsaombudsmanoffice@ed.gov 


Closed-School Discharge 
34 CFR 674.33(g) 


ED may cancel a Perkins loan when a 
borrower’s other Title IV loans have been 
cancelled 

34 CFR 674.33(g)(3) 


Right of recovery from third parties 
34 CFR 674.33(g)(7) 


Discharge procedures 
34 CFR 674.33(g)(8) 


Determining borrower qualification for 


discharge 
34 CFR 674.33(g)(4) 


Discharge not available for fraudulently 


obtained loans 
34 CFR 674.33(g)(5) 


Borrower must cooperate in enforcement 


actions on discharged loans 
34 CFR 674.33(g)(6) 
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Closed school discharge 


Your school must assign to Federal Student Aid (FSA) Collections all 
its outstanding Perkins loans if it is closing. 


FSA Collections may discharge a Perkins Loan made on or after 
January 1, 1986, if the borrower is unable to complete his or her program 
of study due to the closure of the school. FSA Collections must reimburse 
borrowers for payments made voluntarily or by forced collection. 


A borrower whose loan was in default and then discharged under this 
provision is not considered to have been in default and reestablishes FSA 
eligibility, provided he or she meets all other eligibility criteria. FSA Col- 
lections reports the discharge to the credit bureaus to which the previous 
loan status was reported. 

Note: A borrower is also eligible for a closed school discharge if the 
borrower withdrew from the school not more than 120 days 
before the school closed (or longer in exceptional 
circumstances). 


Discharge for spouses of victims of 9/11 attacks 


Schools must discharge the outstanding balance of a Perkins Loan 
that was made to the spouse of an eligible public servant who died or 
became permanently and totally disabled due to injuries suffered in the 
September 11, 2001, terrorist attacks. An eligible public servant is a police 
officer, firefighter, or other safety or rescue personnel, or a member of the 
armed forces, who died or became permanently and totally disabled due 
to injuries suffered in the September 11, 2001, terrorist attacks. 

This discharge is only available on Perkins Loan amounts that were owed 
on September 11, 2001. The law doesn’t authorize refunding of any 
payments made on a loan prior to the loan discharge date. 
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Bankruptcy discharge 


The basic actions a school must take when a borrower files for 
bankruptcy protection are covered here, in Dear Colleague Letter 
GEN-95-40 (dated September 1995), and in 34 CFR 674.49. For the best 
advice on how to proceed when a borrower files for bankruptcy 
protection, a school should consult its attorney. The school should ensure 
that the attorney is aware of the due diligence provisions that apply to 
school actions. 


If a school receives notice that a borrower has filed for bankruptcy 
protection, it must immediately stop collection efforts (outside the 
bankruptcy proceeding itself). If the borrower has filed under Chapter 12 
or 13 of the Bankruptcy Code, the school must also suspend collection 
efforts against any endorser. 


The school must file a proof of claim in the bankruptcy proceeding 
unless, in the case of a proceeding under Chapter 7 of the Bankruptcy 
Code, the notice of meeting of creditors states the borrower has no assets. 


Effective for bankruptcies filed on or after October 8, 1998, a 
borrower who receives a general discharge in bankruptcy does not, by 
that order, obtain a discharge of a loan that has been in repayment for 
seven years or more at the time of the bankruptcy filing. For these 
bankruptcies, a student loan is discharged by a general discharge order 
only if the borrower also obtains a court ruling that repayment of the 
loan would impose an undue hardship on the borrower and his or her 
dependents. 


Resuming/terminating billing and collection 


A school must resume billing and collection procedures after the 
borrower has received a discharge under 11 U.S.C. 727, 11 U.S.C. 1141, 
11 U.S.C. 1228, 11 U.S.C. 1328(a), or U.S.C. 1328(b) unless the court has 
found that repayment would impose an undue hardship. If the court has 
found that repayment would impose an undue hardship, the school must 
terminate all collection action and write off the loan. If a school receives a 
repayment from a borrower after a loan has been discharged, it must 
deposit that payment in its Perkins Loan Fund. 
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Bankruptcy laws and regulations 
11 U.S.C. 1307, 1325, and 1328(b) are laws 
applicable to bankruptcy cases in general, 
not just to Perkins Loan bankruptcy cases. 

11 U.S.C. 1307 concerns the dismissal of a 
Chapter 13 case or the conversion of a case 
filed under Chapter 13 to a Chapter 7 pro- 
ceeding. 

11 U.S.C. 1325 concerns the confirmation by 
the court of a borrower's proposed repay- 
ment plan. 

11 U.S.C. 1328(b) allows a debtor who fails to 
complete the payments required under the 
plan to obtain a discharge if conditions are 
met. A school should consult an attorney for 
the best advice in bankruptcy cases. 


DCL GEN-15-13 


Bankruptcy and student eligibility 
See Volume 1 for a discussion of how bank- 
ruptcy affects a student's eligibility for aid. 


Bankruptcies filed before October 8, 1998 
See previous editions of the FSA Handbook 
for discussion of bankruptcies filed before 
October 8, 1998. 


Chapter 13 bankruptcies 
34 CFR 674.49(e) 


Resuming billing and collection 
34 CFR 674.49(f) 
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Bankruptcy Procedures 


Responding to complaint for determination of dischargeability 


Customarily, a borrower obtains a judicial ruling of undue hardship by filing an adversary proceed- 
ing—a lawsuit within the bankruptcy proceeding—in the bankruptcy court seeking to prove undue 
hardship. If a borrower files an adversary proceeding to prove undue hardship under 11 U.S.C. 523(a) 
(8), the school must decide, on the basis of reasonably available information, whether repayment un- 
der the current repayment schedule or under any adjusted schedule would impose undue hardship 
on the borrower and his or her dependents. 


If the school concludes that repayment would not impose an undue hardship, the school must then 
decide whether the expected costs of opposing the discharge would exceed one-third of the total 
amount owed on the loan (principal, interest, late charges, and collection costs). If the expected 
costs do not exceed one-third of the total amount owed on the loan, the school must oppose the 
discharge and, if the borrower is in default, seek a judgment for the amount owed. If necessary, the 
school may compromise a portion of that amount to obtain a judgment. 


If the school opposes a request for determination of dischargeability on the ground of undue hard- 
ship, a school may also file a complaint with the court to obtain a determination that the loan is not 
dischargeable and to obtain a judgment on the loan. 


Schools that are state instrumentalities may, as an alternative, oppose an undue hardship claim by 
asserting their immunity from suit in bankruptcy. As with any other action in defending student 
loans in bankruptcy, the school should consult with counsel and should ensure that counsel is fully 
informed about recent changes in Department regulations to support this position. 


Procedures for responding to proposed Chapter 13 repayment plan 


Under Chapter 13, the borrower may generally obtain an adjustment in repayment terms of all of 
his/her debts. The borrower proposes a repayment plan that addresses whether and how each debt 
or class of debts will be paid. If the court approves the plan, creditors are bound to the terms of that 
plan for duration of the plan, typically three to five years. If the borrower’s repayment plan proposes 
full repayment of the Perkins Loan, including all principal, interest, late charges, and collection costs 
on the loan, no response from the school is required. The school is also not required to respond to a 
proposed repayment plan that does not include any provision in regard to the Perkins Loan obliga- 
tion or to general unsecured claims. 


If the borrower proposes to repay less than the total amount owed and that the remainder be dis- 
charged, the school must determine, from its own records and court documents, the amount of the 
loan dischargeable under the plan. The school does this by subtracting the total proposed payments 
from the total amount owed. The school must also determine from its own records and court docu- 
ments whether the borrower's proposed repayment plan meets the requirements of 11 U.S.C. 1325. 
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Bankruptcy Procedures (continued) 


Two of those requirements are particularly relevant: 


First, the amount to be paid under the plan must at least equal the amount the 
school would receive if the debtor had filed under Chapter 7 rather than under Chap- 
ter 13. 


Second, to pay creditors under the plan, the debtor must use all income not needed 
to support himself or herself and his or her dependents. 


If the borrower’s proposed repayment plan does not meet the requirements of 11 U.S.C. 
1325, the school must object to the confirmation by the court of the proposed plan, unless 
the cost of this action will exceed one-third of the dischargeable loan debt; if the cost will ex- 
ceed one-third of the dischargeable debt, the school is not required to take this action. 


Also, when a borrower proposes to repay less than the total amount owed, the school must 
determine whether grounds exist under 11 U.S.C. 1307 for the school to move to have the 
Chapter 13 case either dismissed or converted to a Chapter 7 proceeding. Such grounds 
include a borrower’s failure to (1) begin payments under the plan within the required time 
(usually 30 days from the date the plan is filed), (2) file a proposed plan in a timely manner, or 
(3) pay required court fees and charges. 


If the school determines that such grounds do exist, the school must move to dismiss or con- 
vert the Chapter 13 case to a Chapter 7 proceeding, unless the cost of this action will exceed 
one-third of the dischargeable loan debt. 


After a borrower's proposed repayment plan is confirmed by the court, the school must 
monitor the borrower's compliance with the repayment plan. If the school determines from 
its own records or court documents that the borrower either has not made the payments 
required under the plan or has filed for a hardship discharge under 11 U.S.C. 1328(b), the 
school must determine whether grounds exist under 11 U.S.C. 1307 to dismiss the case filed 
under Chapter 13 or to convert the Chapter 13 case to a Chapter 7 proceeding or whether 
the borrower is entitled to a hardship discharge. If grounds do exist under 11 U.S.C. 1307 to 
dismiss or convert a Chapter 13 case, the school must move to convert or dismiss the case. 
If a borrower has not demonstrated entitlement to a hardship discharge under 11 U.S.C. 
1328(b), the school must oppose the hardship discharge request, unless the costs of these 
actions, when added to those already incurred, would exceed one-third of the dischargeable 
debt. 
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Perkins Loan Billing, 


Collection, and Default 


(Sewers 5 


When a Perkins Loan enters repayment, your school must follow the due diligence 
requirements of Subpart C of the Perkins regulation (34 CFR 674.41-50). You must afford a 
borrower maximum opportunity to repay a Federal Perkins Loan. Specific steps the school 
must take include (but are not limited to) billing the borrower, sending overdue notices, and 
conducting address searches if the borrower cannot be located. If billing procedures fail, a 
school must take more aggressive collection steps such as hiring a collection firm and/or liti- 
gating. Default in the Federal Perkins Loan Program is defined as “the failure of a borrower 
to make an installment payment when due or to comply with other terms of the promissory 


note or written repayment agreement.” 


COMMUNICATION WITH BORROWERS 


While billing and collection activities involve many steps, there are 
general requirements that your school must adhere to at all times. You 
must inform the borrower of all program changes that affect his or her 
rights and responsibilities. Your school must respond promptly to the 
borrower’s inquiries. If a borrower disputes a loan and you cannot resolve 
the dispute, you must explain the services provided by the Department’s 
Federal Student Aid (FSA) Ombudsman Group. 


Keeping current information on a borrower makes it easier for the 
school to know when repayment must begin and where to send billing 
notices. The various offices at the school—the admissions, business, 
alumni, placement, financial aid, and registrar’s offices, and others, as 
necessary—must provide any available information about the borrower 
that is relevant to loan repayment, including 


rs the borrower’s current enrollment status; 


¢ the borrower's expected graduation or termination date; 


¢ the date the borrower officially withdraws, drops below half- 
time enrollment, or is expelled; and 


¢ the borrower's current name, address, telephone number, Social 
Security number, and driver's license number (if any). 
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Communication requirements 


General due diligence 
34 CFR 674.41(a) 


Coordination of information 
34 CFR 674.41(b) 


Contact with borrower 
34 CFR 674.42 


Disclosure of repayment information 
34 CFR 674.42(a) 


Exit counseling 
34 CFR 674.42(b) 


Contact during initial and post-deferment 
grace periods 
34 CFR 674.42(c) 


For information about maintaining billing 
and collection records, see Chapter 1. 


Perkins/NDSL/Defense 
Loans 


The term Perkins Loans, includes loans 


made under the name National Direct 
Student Loans (NDSL Loans), and National 
Defense Student Loans (Defense Loans). 
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REQUIREMENTS AT END OF ENROLLMENT 


Exit interviews 
Exit interviews Contact with the borrower becomes even more important as the 
34 CFR 674.42(b) borrower's last day of attendance approaches. Your school should 


conduct exit interviews with borrowers either in person, by audiovisual 
Exit intenviaws tor studente presentation, or by interactive electronic means. (If you conduct exit 
Enrolled in a Correspondence interviews through interactive electronic means, you should take 
or Study-Abroad Program reasonable steps to ensure that each student borrower receives the 
materials and participates in and completes the exit interview.) 


In the case of students enrolled in a 


Ses ues aie a oe Schools should conduct this interview shortly before the student 
abroad program that your school approves . : : 

fer credit’ yourmnay provide written graduates or drops below half-time enrollment (if known in advance). If 
counseling materials by mail within 30 individual interviews are not possible, group interviews are acceptable. 
days after the borrower completes the Your school may employ third-party servicers to provide Perkins Loan 
oesshel, borrowers with exit interviews. In the case of correspondence study, 


distance education, and students in the study-abroad portion of a 
program, you may provide written interview materials by mail within 30 
days after the borrower completes the program. 


Perkins NSLDS reporting 


34 CFR 674.16 ; ee . bes . 
During the exit interview, the financial aid or business office 
You must report enrollment and loan status professional must review and update all of the repayment terms and G3 
information to www.nsldsfap.ed.gov by information addressed during any initial loan counseling session. (See 
the deadline date established in the Federal Chapter 3.) 
Register. , 
For NSLDS assistance call 1-800-999-8219 or The exit interview must also discuss 


send an email to NSLDS@ed.gov. 
¢  debt-management strategies that would facilitate repayment, 


¢ the availability of FSA loan information on the National 
Student Loan Database System (NSLDS at www.nslds.ed.gov), 
and 


¢ how to contact the FSA Ombudsman Group and an 
explanation of the services this office provides. 


As part of the exit information, you must collect the name and 
address of the borrower's expected employer. 


The financial aid or business office professional must emphasize the gs 
seriousness and importance of the repayment obligation the borrower is 
assuming, describing the likely consequences of default, including adverse 

credit reports, litigation, and referral to a collection agency. The counselor 

must further emphasize that the borrower is obligated to repay the full 

amount of the loan even if the borrower has not completed the program, 

is unable to obtain employment upon completion, or is otherwise 

dissatisfied with the school’s educational or other services. 
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If the borrower withdraws from school without the school’s prior 
knowledge or fails to complete an exit counseling session, the school must 
provide exit counseling through either interactive electronic means or by 
mailing counseling material to the borrower at the borrower’s last known 
address within 30 days after learning that the borrower has withdrawn 
from school or failed to complete exit counseling. 


FSA Ombudsman 


The Ombudsman Group is a resource for borrowers to use when other 
approaches to resolving student loan problems have failed. Borrowers should 
first attempt to resolve complaints by contacting the school, company, agency, 
or Office directly involved. If the borrower has made a reasonable effort to resolve 
the problem through normal processes and has not been successful, he or she 
should contact the FSA Ombudsman. 


U.S. Dept. of Education Phone 202-377-3800 
FSA Ombudsman Group Toll-free: 1-877-557-2575 
PO Box 1843 Fax: 202-275-0549 
Monticello, KY 42633 


fsahelp.ed.gov 


Disclosure of repayment information 


Either shortly before the borrower ceases at least half-time study 
ea or during the exit interview, schools must disclose critical repayment 
information to the borrower in a written statement. Most of the 


repayment terms that the school must disclose to the borrower already Disclosure of repayment 
appear in the promissory note. The school must also give the borrower information 
the following: 34 CFR 674.42(a) 


¢ contact information for requesting a copy of the signed prom- 
issory note; 


« the name and address of the school to which the debt is owed 
and the name and address of the official or servicing agent to 
whom communications should be sent; 


¢ the name and address of the party to which payments should 
be sent; 


¢ the estimated balance owed by the borrower on the date on 
which the repayment period is scheduled to begin; 


¢ the repayment schedule for all loans covered by the disclosure, 
including the date the first installment payment is due, the rate 
of interest, and the number, amount, and frequency of required 
payments; and 


¢ the total interest charges that the borrower will pay on the loan 
pursuant to the projected repayment schedule. 
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If your school exercises the minimum monthly payment option, 
you must inform the borrower that if he or she wants your school to 
coordinate payments with another school, he or she must request such 
coordination. 


If a borrower enters the repayment period without the school’s 
knowledge, the school must provide the required disclosures to the 
borrower in writing immediately upon discovering that the borrower 
has entered the repayment period. 


Contact during grace periods 


A school must contact the borrower during both initial and post- 
deferment grace periods to remind him or her when repayment will 
begin or resume. 


Your school must contact the borrower three times during the nine- 
month initial grace period. The school must also contact the borrower 
twice during any six-month post-deferment grace period. The chart on 
the next page shows the length of initial and post-deferment grace periods 


Grace period contact for Perkins Loans. 
34 CFR 674.42(c) 


¢ The first contact must be 90 days after any grace period (initial 
or post-deferment) begins. The school must remind the 
borrower that he or she is responsible for repaying the loan. 
The school must also inform the borrower of the amount of 
principal and interest, as projected for the life of the loan, and 
the due date and amount of the first (or next) payment. 


When Payments Are Made 


poytands collecied asa tesulrot biling:the ¢ The second contact must be 150 days after any grace period be- 
borrower are to be 


popes redinenaceannemetredioy the gins, when the school must again remind the borrower of the 
federal government, or due date and amount of the first (or next) payment. For six- 
secured by collateral of reasonable month grace periods, the second contact should coincide with 


equivalent value, or the first billing notice. These two notices may be combined. 
invested in low-risk income-producing 


ee ¢ For nine-month grace periods, the school must make a third 


contact 240 days after the grace period begins to remind the 
Your school must exercise the level of care borrower of the date and amount of the first payment. This 
fequited of aifiduciany withiregard to ticse contact should coincide with the first billing notice. Again, the 
deposits and investments. : P 

school may combine the two notices. 
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Contact with Borrower During Grace Period 


9-month grace period 


Grace period 
begins 


Ist 2nd 
contact contact 


c™ <— cA” 
(=) (=) i=) 
(ce) - N 
= N N 
J aw, SS 


30-day 
billing 


notice 


6-month grace period 


Grace perio 
begins 


Ist 
contact 
notice 


NDSL 
on/after 
10/1/80 


NDSL 
before 
10/1/80 


Applicable Perkins 


grace periods 


initial grace period 9 months 6 months 


post-deferment period 6 months 6 months 


BILLING PROCEDURES AND OVERDUE 
PAYMENTS 


Billing refers to that series of actions the school routinely performs 
to notify borrowers of payments due, remind them of overdue payments, 
and demand payment of overdue amounts. 


The school may choose a coupon payment system as its method of 
billing. If so, the school must send the coupons to the borrower at least 30 
days before the first payment is due. 


If the school does not use a coupon system, it must, at least 30 days 
before the first payment is due, send the borrower a statement of account 
and a written notice giving the name and address of the party to which 
payments should be sent. The statement of account includes information 
such as the total amount borrowed, the interest rate on the loan, and the 
amount of the monthly payment. For subsequent payments, the school 
must send the borrower a statement of account at least 15 days before the 
due date of the payment. 


If the borrower chooses to make payments through electronic funds 
transfer, the school doesn’t have to send the borrower a statement of 
account before each payment. However, the school must send the 
borrower an annual statement of account that lists the required amounts 
and dates of repayment, as well as any information tracking the status of 
any late charges. 
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9 months 
6 months 


—_— ——E_———=E_———————————_——S Ses 
Billing procedures 
34 CFR 674.43 


Procedures required when payments are 
overdue 
34 CFR 674.43\(b), (c), & (d) 


Optional penalty or late charge for 
periods of enrollment beginning 


before January 1, 1986 
34 CFR 674.31(b)(5)(i) & (ii) 
34 CFR 674 Appendix E 


Schools are authorized but not required 

to assess a penalty or late charge for an 
overdue payment on a loan made for a 
period of enrollment that began before 
January 1, 1986. The maximum penalty 
charge that may be assessed on a loan 
payable monthly is $1 for the first month 
and $2 for each additional month a payment 
is overdue; the maximum penalty for a loan 
payable bimonthly is $3; the maximum 
penalty for loans payable quarterly is $6. 
Penalty or late charges on these loans may 
be assessed only during the billing process. 
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Notices of overdue payments 


If a payment is overdue and you have not received a request for 
forbearance, deferment, or cancellation, you must send the borrower Ego 


¢ the first overdue notice 15 days after the payment due date; 
¢ the second overdue notice 30 days after the first overdue notice; 


¢ the final demand letter 15 days after the second overdue notice. 


In this notice, you must tell the borrower the amount of any late 
charge your school has assessed (see discussion under Late charges later 
in this chapter), and whether your school has 


¢ added the charge amount to the principal amount as of the first 
day on which the payment was due; or 


¢ demanded payment of the charge no later than the first day on 
which the next installment is due. 


You may skip the first two letters and send just the final demand 
letter within 15 days after a payment is overdue if the borrower’s 
repayment history has been unsatisfactory or if you can reasonably 
conclude the borrower does not intend to repay the loan or to seek 
forbearance, deferment, or cancellation. A borrower is considered to 
have an unsatisfactory repayment history if he or she has failed to make 
payments when due; has failed to request deferment, forbearance, or 
cancellation on time; or has received a final demand letter. 


If mail sent to a borrower is returned undelivered, or if the borrower 64 
fails to respond, you must take steps to locate the borrower. These steps 
must include 


¢ reviews of borrower records in all appropriate school offices; 


¢ reviews of telephone directories or inquiries to directory assis- 
tance at the borrower's last known address, and attempting to 
reach the borrower by phone; and 


¢ attempting to locate and contact the borrower by electronic 
means. 
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Contacting the borrower by telephone 


If the borrower does not respond to the final demand letter within 30 
days, you must try to contact him or her by telephone before beginning 
collection procedures. As telephone contact is often very effective in 
getting the borrower to begin repayment, one call may avoid the more 
costly procedures of collection. 


You should make at least two attempts to reach the borrower on 
different days and at different times. If the borrower has an unlisted 
telephone number, you must make reasonable attempts to obtain it by 
contacting sources such as the borrower's employer or parents. If you are 


still unsuccessful, you should document the contact attempts in your files. 


Address searches 


The school must take the following steps to locate the borrower if 
communications are returned undelivered (other than unclaimed mail) 


¢ review the records of all appropriate school offices, and 


¢ review printed or web-based telephone directories or check 
with information operators in the area of the borrower's last 
known address. 


If these methods are unsuccessful, you must intensify efforts to locate 
the borrower, using either school personnel or a commercial skip-tracing 
firm. If you use school personnel, you must employ and document 
efforts comparable to commercial skip-tracing firms. If you still can’t 
locate the borrower after taking these steps, you must continue to make 
reasonable attempts at least twice a year until the account is assigned to 
the Department or the account is written off. 


Late charges 


The assessment of late charges on an overdue Perkins Loan borrower 
is now optional. The final demand letter must inform the borrower 
that unless the school receives a payment or a request for forbearance, 
deferment, or cancellation within 30 days of the date of the letter, the 
school will refer the account for collection or litigation and will report the 
default to a credit bureau as required by law. 


A school that adopts a policy of assessing late charges on an 
overdue Perkins Loan must impose them on all borrowers with overdue 
payments. The charge is based either on the actual costs the school incurs 
in taking steps to obtain the overdue amount or on average costs incurred 
in similar attempts with other borrowers. The charge may not exceed 20% 
of the installment payment most recently due. 
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Telephone contact required 
34 CFR 674.43(f) 


Contacting the endorser—loans 
Before July 23, 1992 

For loans made prior to July 23, 1992, the 
school must also try to collect the amount 
owed from any endorser of the loan. It may 
help to send the endorser a copy of the final 
demand letter that was sent to the borrower 
and copies of all subsequent notices, 
including dunning letters. For loans made 
on or after July 23, 1992, an endorser is no 
longer required. 


Address search 
34 CFR 674.44 


IRS Skip-Tracing 


Previous Handbooks noted that schools 
could use IRS Skip-Tracing services to 
locate Perkins borrowers. (See Dear 
Partner Letter CB-02-16, November 2002.) 
However, IRS Skip-Tracing is no longer 
available to schools that participate in the 
Perkins Loan Program. See the Electronic 
Announcement posted on July 10, 2009. 


Late charges 
34 CFR 674.43(1)(b)(5) 
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Loan acceleration 
34 CFR 674.31 (b)(8) 
34 CFR 674.43(e) 


If your school assesses a late charge, it must also impose a late charge 
if a borrower’s payment is overdue and the borrower has not filed a 
complete request for forbearance, deferment, or cancellation on time. (To 
be complete, the request must contain enough information for you to 
confirm the borrower’s eligibility.) Ifa school opts to charge late fees, the 
school may charge late fees only during the billing process; a school may 
not charge late fees once the school begins collections procedures. 


You may add the penalty or late charge to the principal amount of 
the loan as of the first day the payment was due. Alternatively, you may 
include the charge with the next payment that is scheduled after the date 
you notify the borrower that the charge must be paid in full by the next 
payment due date. You must inform the borrower of the late charge, 
preferably in the first overdue payment notice. 


For a borrower who repays the full amount of past-due payments, the 
school may waive any late charges that were imposed. 


Loan acceleration 


You may accelerate a loan if the borrower misses a payment or does 
not file for deferment, forbearance, or cancellation on time. Acceleration 
means immediately making payable the entire outstanding balance, 
including interest and any applicable late charges or collection fees. 


Because this marks a serious stage of default, the borrower should 
have one last chance to bring his or her account current. For that reason, 
if the school plans to accelerate the loan, it must send the borrower a 
written acceleration notice at least 30 days in advance. The notice may be 
included in the final demand letter or in some other written notice sent to 
the borrower. 


If the loan is accelerated, you must send the borrower another notice 
to inform him or her of the date the loan was accelerated and the total 
amount due. Remember that acceleration is an option, not a requirement. 
However, if you plan to assign the loan to the Department for collection, 
you must first accelerate the loan. Once a loan has been accelerated, 
the borrower loses all rights to deferment and cancellation benefits for 
qualifying service performed after the date of acceleration. 
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DEFAULT REDUCTION ASSISTANCE PROGRAM 


The Default Reduction Assistance Program (DRAP) assists schools in Perkins Loan Default Reduction 
bringing defaulted Federal Perkins Loan (Perkins Loan) borrowers back Assistance Program (DRAP) 
into repayment before their accounts are sent to collection agencies. EA November 15, 2013 

A letter is sent from the Department of Education (the Department) 

on official letterhead to defaulted Perkins Loan borrowers. It explains 

the serious consequences of default including the inability to obtain 

other federally supported financial assistance, withholding of federal 

and state income tax refunds, salary garnishment, and damage to credit 

history. It also encourages borrowers to contact the school to initiate 

repayment arrangements. 


Through DRAP, a school or its third party servicer can 


¢ submit borrower information for letters to be printed and 
mailed; 


° maintain borrower information; 


¢ edit DRAP contact information without the Department's 
intervention; 


¢ runa report that assists in monitoring the letters mailed to 
borrowers; 


¢ runa report that assists in tracking the total number of letter 
requests submitted; and 


¢ determine if a letter was returned to the Department as 
“undeliverable” and if an address has been determined to be 
invalid. 


Participation in the DRAP process is voluntary. There is no cost to 
the school. 


Timing 
The DRAP process is most effective when used during the 30-day 
period when the school is waiting for the defaulted borrower to respond 


to the final demand letter. Do not request default reduction assistance 
once the account has been referred to a collection agency. 


Accessing and initiating the DRAP process 


All related functions of the DRAP process are accessed via the 
eCampus-Based (eCB) website. To access the DRAP section of the 
eCB Website, log in at cbfisap.ed.gov and then select the “DRAP” link 
on the top navigation bar. From that point, follow the instructions for 
performing the identified functions. 
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To initiate the process, a school or its third party servicer logs in 
to the eCB Website and enters information about borrowers who have 
defaulted on their Perkins Loans. The information may be entered for 
each borrower or it may be uploaded from a file. Following submission of 
this information, a letter will be printed on the Department’s letterhead 
and mailed by the Department to each borrower. The letter encourages 
the borrower to contact the school to initiate repayment arrangements. 


If a third-party servicer that submits DRAP data on behalf of a 
school does not also provide Fiscal Operations Report and Application 
to Participate (FISAP) services for the school, the servicer must be 
granted read-only access to the FISAP by the school’s Destination Point 
Administrator (DPA). 


NEW | All eCB access now requires Two-Factor Authentication (TFA) 
using an FSA token. (See the Electronic Announcement dated June 26, 
2014, Subject: Implementation of Electronic Signature and Two-Factor 
Authentication for eCampus-Based Website in August 2014). 


Third-party servicer staff must obtain the FSA token through their 
company’s DPA, but must request DRAP-only access for each school 
being serviced. Each school’s DPA will authorize or deny DRAP-only 
access. 


Address Information and Undeliverable Mail 


The DRAP system will only accept physical addresses for borrowers G3 
to be contacted. P.O. Boxes will not be accepted. 


The Department will send only one DRAP letter to each address 
provided by a school. “Undeliverable” letters are returned to the 
Department where they are logged into the eCB DRAP module 
along with the reason they were returned. Schools will need to log in 
periodically to review and print reports of undeliverable letters. Schools 
are encouraged to provide updated addresses. When an address is 
updated, a DRAP letter is sent to the new address. 


Contact Information 


For additional information about DRAP, contact the Campus- 
Based Call Center at 877-801-7168. Customer service representatives are 
available Monday through Friday from 8:00 a.m. to 8:00 p.m. (ET). 


You may also email cbfob@ed.gov. 
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COLLECTION PROCEDURES 


When a borrower does not respond to routine billing methods, your 
school will need to institute more intensive collection procedures. Before 
beginning collection procedures, you must attempt all of the required 
contact methods described previously. 


If the borrower is unresponsive and normal billing procedures 
have been exhausted, you must make a first effort to collect using either 
your own personnel or hiring a collection firm. You must also report 
the borrower to at least one nationwide credit bureau. If the school’s 
personnel or the collection firm cannot convert the account to regular 
repayment status by the end of 12 months (or if the borrower does 
not qualify for forbearance, deferment, or cancellation), you have two 
options—either to litigate or to make a second effort to collect. 


A second effort to collect requires one of the following procedures: 


1. Ifyou first attempted to collect by using your own personnel, 
you must refer the account to a collection firm unless state law 
prohibits doing so. 


2. Ifyou first used a collection firm, you must attempt to collect 
by using your own personnel or by using a different collection 
firm, or the school must submit the account to the 
Department for assignment. If a collection firm (retained by 
a school as part of its second effort to collect) cannot place an 
account into regular repayment status by the end of 12 months 
(or if the borrower does not qualify for forbearance, deferment, 
postponement, or cancellation), the firm must return the ac- 
count to the school. 


If you are unsuccessful in your effort to place the loan in 
repayment after a second collection effort, you must continue to make 
yearly attempts to collect from the borrower until 

¢ the loan is recovered through litigation; 
¢ — the account is assigned to the Department; or 


+ the loan is written off. 
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————————— 
Collection procedures 
34 CFR 674.45 


Credit bureau reporting 
34 CFR 674.45(a)(1) & (b) 


First effort to collect 
34 CFR 674.45(a)(2) 


Litigation or second effort 
34 CFR 674.45(c) 


Annual efforts to collect 
34 CFR 674.45(d) 


Requirements after one year 
34 CFR 674.45(c) 


Costs assessed to borrower 
34 CFR 674.45(e) 


Treatment of collected funds 
34 CFR 674.43(g) 
34 CFR 674.45(f) 


Preemption of state law 
34 CFR 674.45(g) 


Ombudsman information 
34 CFR 674.45(h) 


Use of contractors for billing 


and collection 
34 CFR 674.48 


School is ultimately responsible 
34 CFR 674.48(a) & (b) 


School responsibilities when using 
contractors 
34 CFR 674.48(c) & (d) 


Limitations on use of contractors 
34 CFR 674.48(e) 


School requirements of contractors 
34 CFR 674.48(f) 


6-183 


Volume 6—The Campus-Based Programs, 2016-2017 Glossary-Acronyms CFR DCL 


Credit bureau reporting 


A school must report an account to credit bureaus as being in 
default when a borrower fails to respond to the final demand letter or 
the following telephone contact. You must report the default to any one 
national credit bureau or to an affiliated credit bureau that transmits 
credit information to one of the three national credit bureaus with which 
the Department has an agreement (see box below). 


Credit bureau reporting 
34 CFR 674.45(a)(1) & (b) 


You must report any subsequent changes in the status of the 
borrower’s account to the same national credit bureau, using the 
procedures required by that credit bureau. You must respond within one 
month to any inquiry received from any credit bureau about reported 
loan information. Finally, you must notify all credit bureaus to which 
you reported the default when a borrower makes consecutive, on-time 
monthly payments. 


Reporting good credit history (as well as reporting defaulted loans) 
is essential to ensure that current and future creditors have complete 
information regarding the credit obligations of the borrower. 


Under the Fair Credit Reporting Act, a borrower may appeal the 
accuracy and validity of the information reported to the credit bureau 
and reflected in the credit report. You should be prepared to handle the 
appeal and make necessary corrections to the report as required by the 
provisions of the act. 


National Credit Bureaus 


The Department has entered into an agreement with the three national credit bureaus 
listed below: 


Trans Union Corporation 1-800-888-4213 
Experian (formerly TRW) 1-888-397-3742 
Equifax 1-800-685-1111 


National credit bureaus charge fees for their services. These fees differ from credit bureau 
to credit bureau. Credit bureaus affiliated with the above credit bureaus may have 
different fees from those of the national credit bureaus. The Department does not keep a 
list of these affiliated bureaus and their fees. 


The Privacy Act authorizes disclosure of a borrower's account information to 

creditors without the borrower's consent if the disclosure helps enforce the terms and 
conditions of the loan. You may also make such disclosures about loans that haven't 
defaulted and/or are being disbursed. 
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Ceasing collection 


A school may cease collection activity on defaulted accounts with 
balances of less than $200 (including outstanding principal, accrued 
interest, collection costs, and late charges) if the school carried out the 
required due diligence and if the account has had no activity for four 
years. Although interest will continue to accrue and may put the account 
over $200, you will not have to resume collection activity if you document 
that you ceased collection activity when the account was under $200. The 
borrower will remain responsible for repaying the account, including 
accrued interest. The account will still be included in the school’s cohort 
default rate, if applicable, and the borrower will still be in default and 
ineligible for FSA funds. 


ALTERNATIVES TO LITIGATION 


To avoid litigation, a school may offer to waive collection costs 
as incentive for repayment. You may waive all collection costs on a 
loan if the borrower makes a lump-sum payment of the entire amount 
outstanding, including principal and interest; a written repayment 
agreement is not required. You may also waive a portion of the collection 
costs on a loan if the borrower agrees to pay a corresponding portion of 
the loan within 30 days of entering into a written repayment agreement 
with the school. For example, if the borrower repays half of the 
outstanding balance on a loan within 30 days of the agreement, the school 
may waive half of the collection costs incurred through the date of that 
payment. The amount of waived collection costs may be charged to the 
Perkins Loan fund. 


You may compromise the repayment of a defaulted loan if you have 
fully complied with all due diligence requirements and the borrower 
pays, in a single lump-sum payment, at least 90% of the outstanding 
principal balance, plus all interest and collection fees. The federal share of 
the compromise repayment must bear the same relation to the school’s 
share as the Federal Capital Contribution (FCC) bears to the Institutional 
Capital Contribution (ICC). 


A borrower may rehabilitate a defaulted Perkins Loan by making 
nine consecutive, on-time, monthly payments. A rehabilitated Perkins 
Loan is returned to regular repayment status. (See Default Status and 
Perkins Eligibility later in this chapter.) 


A borrower may include his or her defaulted Perkins Loan in a 
Direct Consolidation Loan. The amount eligible for consolidation is the 
sum of the unpaid principal, accrued unpaid interest, late charges, and 
outstanding collection costs. A defaulted loan that is being repaid under 
a court order remains in default status until paid and is not eligible for 
consolidation. 
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Ceasing collections cites 


Ceasing collections 
34 CFR 674.47(g) 


Account write-off 
34 CFR 674.47(h) 


Litigation 
34 CFR 674.46 


Compromise 
34 CFR 674.33(e) 


Collection costs waiver 
34 CFR 674.47(d) 


—————————————————————————— Se 
Consolidating defaulted Perkins 
Loans 

A borrower with a defaulted Perkins Loan 
and an outstanding FFEL or Direct Loan can 
get information about obtaining a Direct 
Consolidation Loan by contacting the Direct 
Loan Consolidation Department at 1-800- 
557-7392 or by visiting the Direct Loan 
website: www.direct.ed.gov. 


Writing off accounts 


You may write off a defaulted account 
with a balance of less than $25 (including 
outstanding principal, accrued interest, 
collection costs, and late charges). 


You may also write off a defaulted account 
with a balance of less than $50 (including 
outstanding principal, accrued interest, 
collection costs, and late charges) if, for a 
period of two years, you have billed the 
borrower as required by 34 CFR 674.43(a) 
and 674.47(h). 


If you write off an account, the borrower 
is relieved of all payment obligations, 
and you must deduct the amount of the 
account from the Federal Perkins Loan 
fund. If you receive a payment from a 
borrower after you have written off the 
loan, you must deposit that payment into 
the fund. 
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Elimination of defense 


of infancy 
HEOA Section 486 


Schools in the Perkins Loan Program are not 
subject to a defense raised by a borrower 
on the basis of a claim of infancy under 
state law. See General Provisions relating to 
student assistance. 


Deceased student and family 
estate 


The HEOA of 2008 provides that a deceased 
student, a deceased student’s estate, or 

the estate of such student's family does 

not have to repay any federal student aid, 
including interest, collection costs, or other 
charges. 


HEOA section 486 | HEA section 484A 
Effective date: August 14, 2008 


Litigation 
34 CFR 674.46 
a a a 


Collection costs waiver 
34 CFR 674.47(d) 
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LITIGATION 


If the collection procedures described in this section do not result in 
the repayment of a loan, the school must review the account for litigation 
once every two years. If all the conditions are met, the school must 
litigate. The conditions are 


¢ the total amount owed, including outstanding principal, 
interest, collection costs, and late charges, on all the borrower's 
Perkins Loans at the school is more than $500; 


¢ the borrower can be located and served with process; 


¢ the borrower either has enough assets attachable under state 
law to cover a major portion of the debt or enough income that 
can be garnished under state law to satisfy a major portion of 
the debt over a reasonable period of time (defining a 
“reasonable period of time” is left to the school); 


¢ the borrower does not have a defense that will bar judgment 
for the school; and 


« the expected cost of litigation (including attorneys’ fees) does 
not exceed the amount that can be recovered from the bor- 
rower. 


Even if all the above conditions are not met, your school may 
still choose to sue a defaulted borrower. If the borrower has a partial 
defense that may bar judgment for the school, you must weigh the costs 
of litigation against the costs of recovery based on the amount of the 
enforceable portion of the debt. No federal or state statute of limitation 
can apply to enforcement actions to collect Perkins Loans. 


Your school must attempt to recover from the borrower all litigation 
costs, including attorneys’ fees, court costs, and other related costs, to 
the extent permitted by applicable state law. You are also required to 
try to recover all costs previously incurred in the collection of overdue 
payments if the borrower has not paid these collection costs; a percentage 
of these unrecovered costs may be charged to the fund as explained later 
in this chapter under Billing and Collection Costs. 


When a school has filed suit to collect a defaulted Perkins Loan and 
a judgment has been rendered on the loan, the borrower is obligated to 
repay only the amount of the judgment obtained on the loan. A defaulted 
loan that is being repaid under court order remains in default status until 
paid and is not eligible for consolidation. After a judgment is satisfied on 
the defaulted loan, the student is again eligible for future awards under 
these programs if all other eligibility criteria are met. 
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DEFAULT STATUS AND PERKINS ELIGIBILITY 


A borrower who is in default on an FSA loan is not eligible for any 
further FSA loans unless they have regained eligibility. (See Volume 1 for 
guidance on how a student may regain eligibility). However, a borrower 
who satisfies any of the conditions that remove a Perkins Loan from 
his or her school’s cohort default rate calculation becomes eligible for 
additional Perkins Loans only (see FISAP Instruction Booklet). 


Regaining eligibility for federal student aid 


To the extent that he or she is otherwise eligible, a borrower who is 
in default on a Perkins Loan may regain eligibility for federal student aid 
by making satisfactory repayment arrangements on his or her defaulted 
loan. (See also Volume 1.) For purposes of regaining eligibility for federal 
student aid, a borrower who is in default on a Perkins Loan can regain 
eligibility by making six on-time, consecutive, monthly payments on 
the defaulted loan. A borrower may regain eligibility only once in 
this way. After a borrower has made six on-time, consecutive, monthly 
payments on the defaulted loan the school must appropriately update 
the borrower's loan status code in the National Student Loan Data 
System. Note that a borrower who makes six payments in the course of 
rehabilitating a defaulted loan but does not seek additional Title IV aid 
will not be considered to have used the one time opportunity to regain 
eligibility. Note that a borrower whose Perkins Loan is in default also 
can regain eligibility for federal student aid by consolidating his or her 
Perkins Loan. 


Perkins Loan rehabilitation 


Your school must establish a rehabilitation program and notify all 
borrowers with defaulted loans of the option to rehabilitate and the 
advantages of rehabilitation. A borrower may rehabilitate a defaulted 
Perkins Loan by making nine consecutive on-time monthly payments, 
as determined by the school, each month for nine consecutive months 
and requesting rehabilitation. 


Borrowers may not rehabilitate loans on which the holder has 
obtained a judgment. However, your school may enter into an agreement 
with the borrower that provides the borrower with some of the benefits 
of rehabilitation. For example, your school could promise to vacate 
the current judgment and request the removal of the default from the 
borrower's credit report after the borrower makes nine consecutive 
payments and signs a new promissory note. 
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Default The failure of a borrower to make 
an installment payment when due or to 
comply with other terms of the promissory 
note or written repayment agreement. 


OnTime A rehabilitation payment is 
on time if it is a full monthly payment, 
as determined by the school, and made 
within 20 days of the due date. 


Involuntary Payments 


The term “involuntarily” includes payments 


obtained by income tax offset, garnishment, 
income asset execution, or pursuant to a 
judgment. 


Rehabilitation of a Perkins Loan 
34 CFR 674.39 
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The rehabilitation payments should be sufficient to satisfy the 
outstanding balance on the loan within a 10-year repayment period. 
A school may not establish a loan rehabilitation policy that requires 
defaulted Perkins Loan borrowers to pay the full outstanding balance of 
the loan within the nine-month rehabilitation period, if such payments 
would create a hardship for the borrower. In most cases, such a policy 
would require a borrower to make excessively high monthly payments, 
and would, in effect, deny the borrower access to a statutorily mandated 
benefit of the Perkins Loan Program. 


Within 30 days of receiving the borrower’s last on-time consecutive 
monthly payment, you must 


¢ return the borrower to regular repayment status; 


¢ treat the first of the nine consecutive payments as the first pay- 
ment in a new 10-year repayment schedule; and 


¢ instruct any credit bureau to which the default was reported to 
remove the default from the borrower’s credit history. 


After rehabilitating a defaulted loan and returning to regular 
repayment status, a borrower regains the benefits and privileges of the 
promissory note, including deferment and cancellation. 


If a borrower chooses to rehabilitate a defaulted loan and then 
fails to make nine consecutive on-time payments, the rehabilitation is 
unsuccessful, but the borrower may still make further attempts to 
rehabilitate the defaulted loan. Also, if a borrower successfully 
rehabilitates a defaulted loan and maintains good standing on the loan, 
the borrower may continue to attempt to rehabilitate other defaulted 
Perkins loans. However, if the borrower successfully rehabilitates a 
defaulted loan, but the loan later returns to default, the borrower 
may not attempt to rehabilitate that loan again or any other defaulted 
Perkins Loan. 


Loans with judgments 


When a school has filed suit to collect a defaulted Perkins Loan and 
a judgment has been rendered on the loan, the borrower is obligated 
to repay only the amount of the judgment obtained on the loan. If the 
judgment is for less than the outstanding balance on the loan, the school 
may write off the portion of the loan not covered by the judgment. 
After a judgment is satisfied on the defaulted loan, the student is again 
eligible for aid from FSA programs if all other eligibility criteria are met. 
However, if a borrower has previously satisfied a defaulted student 
loan involuntarily (for instance, through wage garnishment), you 63 
should consider this as evidence of unwillingness to repay and should 
not approve further loan assistance to the borrower. 
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Previously defaulted Perkins Loans discharged 
for school closure 


A Perkins Loan made on or after January 1, 1986, may be discharged 
if the borrower is unable to complete his or her program of study due to 
the closure of the school that made the loan. A defaulted borrower whose 
loan is discharged under this closed school provision is eligible for 
additional federal student aid, provided that he or she meets all other 
eligibility criteria. (Schools that close must assign all Perkins Loans to the 
Department.) 


PERKINS COHORT DEFAULT RATES (CDR) 


Your school’s cohort default rate is calculated for a particular year 
based on information you report in Part 3, Sections D and E, of the 
FISAP. For detailed information on how your school’s cohort default 
rate is determined, see Part III of the Draft FISAP Instruction Booklet 
available under “Publications” on the IFAP website. 


For detailed information on how your school’s cohort default rate is 
determined, see Part III of the Draft FISAP Instructions Booklet available 
under “Publications” on the IFAP website. 


How the Perkins Loan default rate is calculated 


For any award year in which 30 or more borrowers enter repayment, 
the cohort default rate is the percentage of those current and former 
students who enter repayment in that award year on loans received for 
attendance at that school and who default before the end of the following 
award year. 


For any award year in which fewer than 30 current and former 
students at the school enter repayment on a loan received at the school, the 
cohort default rate is the percentage of those current and former students 
who entered repayment on loans received for attendance at that school 
in any of the three most recent award years and who defaulted on those 
loans before the end of the award year immediately following the year in 
which they entered repayment. 


For purposes of the cohort default rate, a loan enters repayment only 
once in its life. This repayment begins the day after the end of the initial 
grace period or the day that the borrower waives his or her initial grace 
period. 


A borrower is included in determining the school’s cohort default 
rate if the borrower’s default has persisted for at least 240 consecutive 
days for a loan repayable monthly or 270 consecutive days for a loan 
repayable quarterly. 
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Closed school discharge 
34 CFR 674.33(g) 


Perkins CDR 
34 CFR 674.5 


Penalty for high CDR 
34 CFR 674.5(a) 


Calculation 
34 CFR 674.5(b) 


Loans included in the cohort default rate 
34 CFR 674.5(c)(1) & (2) 


Loans not included in cohort default rate 
34 CFR 674.5(c)(3) 


CDR for Multiple Locations or 
Change of Ownership 


If a school has a branch or branches or 
has an additional location or locations, 
the school’s cohort default rate applies to 
all branches and locations of the school 
as they exist on the first day of the award 
year for which the rate is calculated. The 
cohort default rate applies to all branches/ 
locations of the school from the date the 
Department notifies the school of the rate 
until the Department notifies the school 
that the rate no longer applies. 


For more information about the effect of 
changes of ownership and the treatment 
of multiple locations in the Perkins rate 
calculation, see 34 CFR 674.5(d). 
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Perkins Cohort 
Default Rates Listing 


The Federal Perkins Loan Program Status of 


Default, known as the Orange Book, lists 
the cohort default rates for each school 
that participates in the Perkins program. 
See the “Publications” area on the IFAP 
website. 


Adjusting past-due status 
example 


Marty’s oldest dollar is 240 days past due. 


He files a request for a deferment based 
on the fact that he is attending school 
and the enrollment period began on the 


date that the loan became 90 days past 
due. The past-due status of the loan is 
reduced to 90 days, and the loan is given 
a deferment status. This loan is treated 
as if the 240-day threshold had never 
been reached. Therefore, it would not be 
counted in the school’s cohort default 


rate. 
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Perkins Loans that are not treated as defaults 


The following loans are not treated as defaults when reporting 
borrower status on Part III of the FISAP: 


loans on which borrowers have made six consecutive monthly 
payments; 


loans on which borrowers have “voluntarily” made all 
payments currently due; 


loans that borrowers have repaid in full; 


loans for which borrowers have received deferments or 
forbearance based on conditions that began prior to loans 
becoming 240/270 days past due; 


loans that have been rehabilitated; 


loans repaid in full under a compromise repayment agreement 
in accordance with 674.33(e); 


loans that have been discharged due to death or total and 
permanent disability, bankruptcy, or a school closing; 


loans that have been assigned to the ED because of the total 
and permanent disability of the borrower. 


Rules for calculating the number of days in default 


For purposes of reporting on Part III of the FISAP, a school should 
use the following rules to calculate the number of days a loan has been in 


default: 


The 240/270 consecutive days in default is determined by 
calculating the “age” of the account (that is, the number of 
consecutive days the oldest dollar is past due). 


A payment that a borrower makes on a past-due loan is applied 
to the oldest dollars first, effectively reducing the past-due 
status. 


A loan on which a borrower is past due and on which the 
borrower makes an occasional payment but never becomes 
current could be counted as a defaulted loan for the cohort 
default rate calculation despite the occasional payments. 
Because the delinquency is not being cured, the oldest past-due 
dollar could eventually become 240 days past due, making the 
loan count in the default rate calculation. However, if the 
borrower makes enough occasional payments to prevent the 
oldest past-due dollar from becoming 240 days old, the loan 
would not be counted as being in default. 
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¢ An exception to the 240/270-day threshold will be granted in a 
case where a borrower (1) would have qualified for a deferment 


for a period beginning prior to the loan hitting the 
240-270-day threshold and 


(2) failed to file a request for the deferment in a timely manner. 


For such a borrower, the loan’s past-due status would be ad- 


justed to reflect the deferment period beginning date. However, 


the borrower would need to pay any past-due amounts that 
were due prior to the beginning of the authorized deferment 
periods, if the deferment period beginning date does not 
eliminate the loan’s entire delinquency. 


Penalties for high Perkins default rates 


If the school’s cohort default rate is 


¢ 25% or higher, and Congress appropriates funds, the school’s 
FCC will be reduced to zero. 


¢ 50% or higher for the three most recent years, the school is 
ineligible to participate in the Federal Perkins Loan Program 
and must liquidate its loan portfolio. 


A school may appeal a determination of ineligibility if the appeal 
is based on an inaccurate calculation of its cohort default rate or a 
low number of borrowers entering repayment. A school appeals a 
determination of ineligibility based on an inaccurate calculation by 
adjusting the cohort default rate data on the FISAP. 


BILLING AND COLLECTION COSTS 


Your school must charge the borrower for reasonable collection 
costs associated with past-due payments, if your school opts to charge 
them (not routine billing costs, which are included in the administrative 
cost allowance [ACA]), and collection costs for address searches, use 
of contractors for collection of the loan, litigation, and/or bankruptcy 
proceedings. 


If your school cannot recover billing and collection costs from the 
borrower, you may charge the costs to the fund, provided the costs 
fall within the specifications described in the following paragraphs. 
(Collection costs are included in the ACA, but if collection costs exceed 
the ACA, you must report the additional costs in the separate collection 
costs category on the FISAP.) Note that a school may not request a 
Perkins ACA if it has not made any Perkins loans during the year. 
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Penalty for high CDR 
34 CFR 674.5(a) 


SSS Sa aa ee 
Billing and collection 

Billing and collection firms 

34 CFR 674.48 

Assessing costs 

34 CFR 674.45(e) 

Charging costs to the fund 

34 CFR 674.47 


Perkins Loans and ACA 
34 CFR 674.37(a) 


Reasonable collection costs 
34 CFR 674.45(e)(3) 


For loans referred to a collection agency on 
or after July 1, 2008, collection costs charged 
the borrower may not exceed 
first collection effort-—30% of the 
principal, interest, and late charges col- 
lected; 
second and subsequent collection ef- 
forts—40% of the principal, interest, 
and late charges collected; 
for collection efforts resulting from 
litigation, 40% of principal, interest, and 
late charges collected, plus court costs. 
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Collection Costs 


34 CFR 674.45 
34 CFR 30.60 


er ETS) 
Collection costs waiver 
34 CFR 674.47(d) 


Collection Costs for Loans 
Made from 1981 through 1986 


For loans made from 1981 through 
1986, many promissory notes contain a 
limitation on the amount of costs that 
can be recovered from the borrower 
(25% of the outstanding principal and 
interest due on the loan). As this provision 
has not been applicable since the 
beginning of the 1987-1988 award year, 
if these borrowers ask for new advances, 
the Department strongly encourages 
schools to issue new promissory notes 
without this provision and to require 
the provisions of the new note to apply 
to repayment of previous advances. 

The borrower will then be liable for all 
collection costs on all of his or her 
outstanding loans borrowed under this 
program. (However, the advances made 
prior to the signing of the new note 

do not qualify for new deferment and 
cancellation benefits.) 
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The only billing costs a school may charge the fund are the costs of 
telephone calls made to demand payment of overdue amounts not paid 
by the borrower. Even if the amount recovered from the borrower does 
not suffice to pay the amount of the past-due payments and the penalty 
or late charges, the school may charge the fund only for the unpaid 
portion of the actual cost of the calls. 


A school may waive late charges for a borrower who repays an 
amount past due. Before proceeding with litigation, a school may waive 
the percentage of collection costs applicable to the amount then past 
due in a loan equal to the percentage of that past due balance that the 
borrower pays within 30 days of the date the borrower and school enter 
into a written repayment arrangement. 


The following collection costs may be charged to the Perkins Loan 
Fund if the costs are waived or not paid by the borrower: 


Collection costs waived. If your school waives collection costs as 
incentive for repayment, the amount waived may be charged to the 
Fund. 


Cost of a successful address search. You may charge to the Fund a 
reasonable amount for the cost of a successful address search if you 
used a commercial skip-tracing service or employed your school’s 
personnel to locate the borrower using comparable methods. 
(Defining a reasonable amount is left to the school.) 


Cost of reporting defaulted loans to credit bureaus. You may charge 
to the Fund the cost of reporting a defaulted loan to a credit bureau, 
reporting any change in the status of a defaulted account to the 
bureau to which the school had previously reported the account, and 
responding to any inquiry from a credit bureau about the status of a 
loan. 


Costs of first and second collection efforts. You may charge to the 
Fund collection costs not paid by the borrower if they do not 
exceed—for first collection efforts—30% of the total principal, 
interest, and late charges collected and—for second collection 
efforts—40% of the principal, interest, and late charges collected. The 
school must reimburse the Fund for collection costs initially charged 
to the Fund but subsequently paid by the borrower. 


Collection costs resulting from rehabilitation. Collection costs 
charged to the borrower on a rehabilitated loan may not exceed 24% 
of the unpaid principal and accrued interest as of the date following 
application of the ninth payment. Collection costs are not restricted 
to 24% in the event that the borrower defaults on the rehabilitated 
loan. 
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Costs of firm performing both collection and litigation services. If a 
collection firm agrees to perform or obtain the performance of both 
collection and litigation services on a loan, the amount for both 
functions that may be charged to the Fund may not exceed the sum 
of 40% of the amount of principal, interest, and late charges collected 
on the loan, plus court costs specified in 28 U.S.C. 1920. 


Collection costs resulting from litigation, including attorney’s fees. 
Collection costs resulting from litigation, including attorney’s fees, 
may be charged to the Fund if not paid by the borrower but must not 
exceed the sum of 


¢ court costs specified in 28 U.S.C. 1920; 


¢ — other costs incurred in bankruptcy proceedings in 
taking actions required or authorized under 
34 CFR 674.49; 


¢ costs of other actions in bankruptcy proceedings to 
the extent that those costs together with other costs 
incurred in bankruptcy proceedings do not exceed 40% 
of the total amount of judgment obtained on the loan; 
and 


« 40% of the total amount recovered from the borrower 
in any other proceeding. 


Due diligence activities involving fixed costs (telephone contacts, 
credit bureau reporting, and bankruptcy procedures) may be charged to 
the Fund whether or not the actions are successful. Other activities, such 
as address searches, collection, and litigation (other than bankruptcy), 
are typically performed on a contingent-fee basis. If these activities are 
unsuccessful, there are no costs charged to the school and therefore no 
costs may be charged to the Fund. If these activities are successful, you 
may charge the associated allowable costs to the Fund. 


Assessing and documenting costs 


You may charge either actual costs incurred in collecting the 
borrower’s loan or average costs incurred for similar actions taken to 
collect loans in similar stages of delinquency. 


Your school must assess all reasonable collection costs against the 
borrower despite any provisions of state law that would conflict with the 
above provisions. 


You must document the basis for the costs assessed. For audit 
purposes, a school must keep documentation supporting costs, including 
telephone bills and receipts from collection firms. 
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Assignment form and procedures 
34 CFR 674.50 
Electronic Announcements January 8, 2016. 


Federal Perkins Loans assigned to the 
Department are now being serviced by ECSI 
Federal Perkins Loan Servicer in Warrendale, 
PA (NSLDS Name—DEPT OF ED/ECSI Federal 
Perkins Servicer, ED Servicer Code 529. 


If a school has a question about a loan 

that has been submitted for assignment, 

it should contact the Client Support Team 
at ECSI. Contact information for ECSI can 
be found on the Loan Servicing Centers for 
Schools Contact Information page at 


ifap.ed.gov/ifap/helpContactinformation/ 
DetailedList.jsp?Isc=1 


Federal interest on accelerated loans 
34 CFR 674.17 


Reporting “Date(s) of First 
Disbursement” on 
Loan Manifest 


You must report the date each assigned 
loan was disbursed (attached to the 
Institutional Certification page of the 
Perkins Assignment form). The dates listed 
must match the date of first disbursement 
initially reported by your school to NSLDS. 
If multiple loans were combined into one 
loan, you list the date of first disbursement 
for the first loan in the combination. If a 
student received multiple loans reported 
separately, you list the date of first 
disbursement for each loan. For more 
details, see Electronic Announcement 
2013-04-19. 


6-194 


ASSIGNING DEFAULTED PERKINS LOANS 


A school may assign Perkins Loans to the Department at any 
time during the program year. When a school assigns a loan to the 
Department, it is transferring all rights and responsibilities for collection 
to the United States government. A school relinquishes its rights to 
any share any of funds collected after a Perkins Loan is assigned to and 
accepted by the Department. 


A school may assign defaulted Perkins loans to the Department if 


¢ it has not been able to collect despite having followed due 
diligence procedures (including at least a first level of 
collection); 


¢ the total amount of the borrower’s account to be assigned, 
including outstanding principal, accrued interest, collection 
costs, and late charges, is $25 or more; and 


rs the loan has been accelerated. 


You may not assign a loan to the Department under the voluntary 
assignment procedures if 


¢ the borrower has received a discharge in bankruptcy—unless 
the bankruptcy court has determined that the student loan 
obligation is nondischargeable and has entered a judgment 
against the borrower or unless a court of competent 
jurisdiction has entered judgment against the borrower on the 
loan after the entry of the discharge order; 


¢ your school has sued the borrower (unless the judgment has 
been entered and assigned to the United States); or 


¢ the loan has been discharged because the borrower has died. 


A school may be required to assign a Perkins Loan if it has knowingly 
failed to maintain an acceptable collection record with regard to the loan 
or chooses to stop servicing and collecting its Perkins Loans. 


Non-liquidating schools 


The Department recognizes that a school may have exhausted all of 
its available collection options on some of its defaulted Perkins Loans and 
encourages schools to assign these loans to the Department so additional 
steps can be taken to recover the loan funds. The Department has 
collection tools that are not available to schools, such as administrative 
wage garnishment, Treasury offset, and litigation by the Department of 
Justice. 
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Liquidating schools 


When a school liquidates its Perkins portfolio, it must assign all loans 
with outstanding balances to the Department for collection whether 
defaulted or non-defaulted. 


Loans are assigned without recompense 


All loans a school assigns to the Department are assigned without 
recompense. The school is relieved of incurring additional expenses in 
attempting to collect on the loan. All rights, authorities and privileges 
associated with the loan are transferred to the Department, and the 
Department will not reimburse the school’s Perkins Fund for any 
collections made on the assigned loans. Assignment of defaulted loans 
does not affect the calculation of the school’s Perkins Loan cohort default 
rate. 


Required documentation 


A school may be required to submit the following documents to the 
Department for any loan it proposes to assign 


¢ one original and one photocopy of the assignment form; 


¢ the original promissory note or a certified copy of the original 
note; 


¢ acopy of the repayment schedule and a complete statement of 
the payment history; 


¢ — copies of all approved requests for deferment and cancellation; 


¢ acopy of the notice to the borrower of the effective date of 
acceleration and the total amount due on the loan; 


¢ documentation that the school has withdrawn the loan from 
any firm that it employed for address search, billing, collection, 
or litigation services and has notified that firm to cease 
collection activity on the loans; 


¢ copies of all pleadings filed or received by the school on be- 
half of a borrower who has filed a petition in bankruptcy and 
whose loan obligation is determined to be nondischargeable; 


¢ acertified copy of any judgment order entered on the loan. 


If you assign loans made under the Perkins MPN, you must 
maintain disbursement records that document the principal amount 
loaned until the loan is paid off or otherwise satisfied. You may 
include disbursement records with the assignment submission. 

For more details on Perkins Loan Portfolio Liquidation and 
Assignment, see the Federal Perkins Loan Program Assignment and 
Liquidation Guide available at http://ifap.ed.gov/cbpmaterials/ 
attachmentsPerkinsAssignmentandLiquidationGuide.pdf 
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Terms of assignment 


If the Department accepts the assignment of a loan, it will give the 
school written notice to that effect. By accepting the assignment, the 
Department acquires all rights, title, and interest in the loan. You must 
endorse and forward to the Department any subsequent payment(s) the 
borrower may make. 


If the Department later determines an assigned loan to be 
unenforceable because of an act or omission on the part of your school 
or its agent, your school may have to compensate the Perkins Loan Fund 
in the amount of the unenforceable portion of the outstanding balance. 
Once the fund is reimbursed, the Department transfers all rights to the 
loan back to the school. 


A borrower whose loan has been assigned to the United States for 
collection continues to be in default on the loan and is ineligible for FSA 
funds until the borrower provides confirmation from the Department 
that he or she has made satisfactory arrangements to repay the loan. 


Schools that do not utilize PLAS (use a paper process) will receive an 
official notification of acceptance document identified as “Perkins Loan 
Database Report” via email. This report provides borrower identification 
information, school identification information, and outstanding principal, 
interest and fees accepted for assignment by the Department. This is the 
official acceptance notice and should be retained in the school’s records. 
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Status of Assignment 
Loans Accepted 


Official Notification of Acceptance: When manual paper assignments 
are accepted, the institution will receive a document identified as 
“Perkins Loan Database Report” via email. This report provides borrower 
identification information, school identification information, and 
outstanding principal, interest and fees accepted for assignment by the 
Department. This is the official acceptance notice and should be retained 
in the school’s records. 


Hard copies of the acceptance notices (Perkins Loan Database 
Reports) may be sent to the school’s address provided in the school’s 
program participation agreement. The institution should ensure that its 
mail distribution staff becomes familiar with these notices and the offices 
to which they should be distributed. 


Note: Schools that use PLAS for electronic submission can access 
information about accepted and rejected assignments through 
PLAS. These reports can be viewed on-line or printed from 
PLAS. 


Loans Rejected 


For Perkins Loans rejected for assignment, the Department will 
provide the school with the reason(s) for rejection; if the school can 
resolve the issue(s) it may resubmit the loan for assignment. For most 
problems, this process may enable a school to correct the deficiencies and 
resubmit the rejected loans. The Department will work with the school to 
assist in resolving issues. 
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ASSIGNMENT UNDER E-SIGNED OR PERKINS MPN 


If you assign loans that were made under an electronically signed 
promissory note, you must cooperate with the Department in all activities 
necessary to enforce the loan. 


You may be asked to provide an affidavit or certification regarding 
the creation and maintenance of electronic records of the loan. This 
affidavit or certification must establish that the records are created and 
maintained in a form appropriate to ensure admissibility of the loan 
records in a legal proceeding. 


The affidavit or certification must 


« describe the steps followed by the borrower to execute the 
promissory note; 


¢ — include copies of screen shots that would have appeared to the 
borrower when the borrower signed the note electronically; 


¢ — describe field edits and other security measures used to ensure 
data integrity; 


¢ describe how the promissory note has been preserved to ensure 
it has not been altered; 


¢ include documentation supporting the school’s authentication 
and electronic signature process; and 


¢ provide any other documentary and technical evidence 
requested by the Department. 


The affidavit or certification may be executed in a single record for 
multiple loans provided that this record is reliably associated with the 
specific loans to which it pertains. 


An authorized official or employee of the school may have to testify 
to ensure admission of the electronic records of the loan or loans in the 
litigation or legal proceeding to enforce the loan or loans. 


Your school’s most recent audit must assess how well your school’s 
e-sign authentication process meets the Department’s “Standards for 
Electronic Signatures in Electronic Student Loan Transactions” 

(as specified in DCL GEN-01-06). 
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SUPPORTING DOCUMENTATION FOR 
ASSIGNMENT OF PERKINS LOANS 


In an effort to streamline the Federal Perkins Loan assignment 
process for institutions, Federal Student Aid has developed the charts on 
the following pages in which we provide information about the necessary 
documentation that must be included when institutions assign Federal 
Perkins Loans to the Department. 


The chart is categorized by loan status with three columns of 
acceptable supporting documentation requirements: (1) required 
documentation, (2) alternatives to required documentation, and (3) 
extenuating circumstances documentation. We hope that you find this 
chart helpful as you prepare to assign loans to the Department. 


As a reminder, institutions were informed in an Electronic 
Announcement, Perkins Loan Assignment System—System Availability 
and User Access Process dated September 21, 2015, that the automated 
Perkins Loan Assignment System (PLAS) was available for use. 


Additional information on the procedures for assigning Perkins loans 


to the Department is provided in the Federal Perkins Loan Program 
Assignment and Liquidation Guide available at 


http://ifap.ed.gov/cbpmaterials/attachmentsPerkinsAssignmentandLiquidationGuide.pdf 
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Reconciling NSLDS and 
School Data 


The amount of loans and number of 
borrowers in NSLDS must match what is 
reported by the school on its final FISAP. 


For the purposes of Perkins liquidation 
and closeout, schools must ensure that all 
outstanding Perkins Loans are properly 
accounted for and updated in NSLDS 


The Department suggests schools request a 
reconciliation report from NSLDS to ensure 
its records are consistent with the NSLDS 
data, and to reconcile any discrepancies. 


Liquidation and Assignment Information 


Complete information about Federal Perkins Loan Portfolio 
liquidation and assignment is now available in the Federal 
Perkins Loan Program Assignment and Liquidation Guide on the 
Campus-Based Processing Information Page on the Information 
for Financial Aid Professionals (IFAP) Website. 


From the IFAP Website's home page, under Information Pages 
select Campus-Based Programs. Perkins Liquidation and Assignment 
information is highlighted in an orange box on the right side 
of the page, and you can find the Federal Perkins Loan Program 
Assignment and Liquidation Guide there. 


The posted information includes the following: 


Perkins Loan Assignment and Liquidation Guide 
Returning Perkins Funds 

Perkins Assignment Form Instructions 

Perkins Assignment Form—lInstitutional Certification 
Perkins Assignment Form—Borrower and Loan Info 


Administrative Responsibilities and Reporting 
Requirements 


Perkins Loan Assignment System (PLAS) 


Each time we make updates to the documents, we will inform 
the community through an electronic announcement on the 
IFAP Website. 


Contact Information 


If you have questions about this announcement, contact the 
Campus-Based Call Center at 877-801-7168. Customer service 
representatives are available Monday through Friday from 

8:00 a.m. until 8:00 p.m. (ET). You may also email cbfob@ed.gov. 


Retaining Access to the Nonfederal Portion of Collections 


Schools may choose whether to assign all or a portion of their Perkins Loan portfolios to the Department. Schools 
that continue to manage their outstanding Perkins loans will probably have to return the Federal portion of future 
payments received, but they will be able to retain the nonfederal portion of those collections. 


Schools will lose access to the nonfederal portion of those Perkins Loans they assign to the Department. 
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Supporting Documentation for Assignment of Perkins Loans—March 2016 


Status of the Loan Required Documents 


Alternative Required Documents | Extenuating Circumstances 
(Only if Original Promissory Note Documentation 
or Master Promissory Note 
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In—School or Grace 


In Repayment—No Default 


In Repayment—Default 


School Has Not Initiated Legal 


Action Against the Borrower 


Original Promissory Note or 


Master Promissory Note with 
Disbursement Records 


Original Promissory Note or 


Master Promissory Note with 
Disbursement Records 


Repayment Records 


Original Promissory Note or 


Master Promissory Note with 
Disbursement Records 


Repayment Records 


Notes 


Does Not Exist) 


Certified True Copy of Front 
and Back of Promissory Note 
or Master Promissory Note 
with Disbursement Records 


Certified True Copy of Front 
and Back of Promissory Note 
or 


Master Promissory Note with 
Disbursement Records 
Repayment Records 


Certified True Copy of Front 
and Back of Promissory Note 
or 


Master Promissory Note with 
Disbursement Records 


Repayment Records 


Approval letter from 
Federal Student Aid for 
other acceptable 
alternative 
documentation 


Approval letter from 
Federal Student Aid for 
other acceptable 
alternative 
documentation 


Approval letter from 
Federal Student Aid for 
other acceptable 
alternative 
documentation 


Disbursement record is the evidence supporting each disbursement and would include the date and amount of every disbursement. 


Repayment record is an accounting record or listing of each payment received for the Perkins Loan and would include any deferments or forbearance 
periods. If no payments have been received for the Perkins Loan this information would need to be included. 
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Supporting Documentation for Assignment of Perkins Loans— March 2016 


Status of the Loan Required Documents 


Alternative Required Documents 
(Only if Original Promissory Note 


Extenuating Circumstances 
Documentation 
or Master Promissory Note 
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In Repayment—Default 
Judgment Rendered 


Assignment Form Amount and 


the Judgment Amount Match 


Original or certified true copy 
of the judgment 


Original Promissory Note or 
Master Promissory Note 


Signed statement providing 
amount, interest rate, 

and expiration date if this 
information does not appear 
on the judgment documents 


Repayment records made on 
the judgment 


Repayment records on all 
payments made prior to 
judgment (if available) 


Does Not Exist) 


Original or certified true copy 
of the judgment 


Certified True Copy of Front 
and Back of Promissory Note 


Signed statement providing 
amount, interest rate, 

and expiration date if this 
information does not appear 
on the judgment documents 


Repayment records made on 
the judgment 


Repayment records on all 
payments made prior to 
judgment (if available) 


Original or certified true copy 
of the judgment 


Signed statement providing 
amount, interest rate, 

and expiration date if this 
information does not appear 
on the judgment documents 


Approval letter from Federal 
Student Aid for other 
acceptable alternative 
documentation 
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Supporting Documentation for Assignment of Perkins Loans— March 2016 


Status of the Loan 


Bankruptcy Initiated—Decision 


Not Yet Rendered 


Assignment by a School 
Liquidating or Closing 


(Applies to both non-defaulted 


and defaulted loans) 


Bankruptcy Initiated— Final 
Ruling 


Loan is not Discharged 


(Applies to both non-defaulted 


and defaulted loans) 


Required Documents 


Upon the specific request of 
the Department, 
documentation that the 
school requested the 
bankruptcy court to name 
the Department as the 
creditor 


All documents received or 
sent related to the 
bankruptcy filing 


Original Promissory Note or 
Master Promissory Note with 
Disbursement Records 


Repayment Records 


All documents received or 
sent related to the 
bankruptcy filing, including 
court’s determination 


Original Promissory Note or 
Master Promissory Note with 
Disbursement Records 


Repayment Records 


Alternative Required Documents 
(Only if Original Promissory Note 
or Master Promissory Note 


Does Not Exist) 


Upon the specific request of 
the Department, 
documentation that the 
school requested the 
bankruptcy court to name 
the Department as the 
creditor 


All documents received or 
sent related to the 
bankruptcy filing 


Certified True Copy of Front 
and Back of Promissory Note 
or Master Promissory Note 
with Disbursement Records 


Repayment Records 


All documents received or 
sent related to the 
bankruptcy filing, including 
court’s determination 


Certified True Copy of Front 
and Back of Promissory Note 
or Master Promissory Note 
with Disbursement Records 


Repayment Records 


Extenuating Circumstances 


Documentation 


Upon the specific request 
of the Department, 
documentation that the 
school requested the 
bankruptcy court to 
name the Department as 
the creditor 


All documents received 
or sent related to the 
bankruptcy filing 


Approval letter from 
Federal Student Aid for 
other acceptable 
alternative 
documentation 


All documents received 
or sent related to the 
bankruptcy filing, 
including court's 
determination 


Approval letter from 
Federal Student Aid 
for other acceptable 
alternative 
documentation 
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Using Billing and Collection Firms 


Your school may use a contractor for billing or collection, but it is still responsible for 
complying with due diligence regulations regarding those activities. For example, the 
school, not the billing or collection firm, is responsible for deciding whether to sue 

a borrower in default. The school is also responsible for decisions about cancelling 

or deferring repayment, granting forbearance, extending the repayment period, and 
safeguarding the funds collected. 


If you use a billing service, you may not use a collection firm that owns or controls the 
billing service or is owned or controlled by the billing service. In addition, you may 
not use a collection firm if both the collection firm and billing service are owned or 
controlled by the same corporation, partnership, association, or individual. 


Account protection: minimum bond/insurance amounts 


A school must ensure that its billing service and collection firm maintain a fidelity bond 
or comparable insurance to protect the accounts they service. 


At least once a year, the school must review the amount of repayments it expects to 
receive from billing or collection firms to ensure adequate bond or insurance coverage. 


A school using a law firm to collect must review the firm's bond or its insurance policy to 
determine whether the firm is protected against employee misappropriation. If the firm's 
malpractice insurance also covers misappropriation of funds, that policy is considered to 
provide coverage. 


If you don’t authorize your collection firm to deduct its fees from borrowers’ payments, 
the firm must be bonded or insured for at least the amount that you expect to be repaid 
over a two-month period on the assigned accounts. 


If you do authorize your collection firm to deduct its fees from borrowers’ payments, you 
must ensure that 


if the amount you expect to be repaid over a two-month period is less than 
$100,000—the collection firm is bonded or insured for the lesser of (a) 10 
times the amount the school expects to be repaid over a two-month period on 
assigned accounts; or (b) the amount the firm expects to collect in a two-month 
period on all accounts it has in its portfolio (not just the school’s account). 


if the amount you expect to be repaid in a two-month period is $100,000 or 
more—the collection firm has a fidelity bond or comparable insurance that 
names your school as the beneficiary and is bonded or insured for an amount 
not less than the amount of funds the school can reasonably expect to be repaid 
during that two-month period. 
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Sources of Information on the Perkins Loan Program 
Perkins Loan Assignment Process and Other Financial Aid 


You can find detailed treatment of Federal Perkins Loan Program Assignment Procedures at 
ifap.ed.gov/eannouncements/033016FedPerkinsLoanAssignLiquidGuideAvailOnIFAP.html 


Questions regarding the assignment process as it pertains to the rest of the student financial aid award 
process or questions concerning the management of student loans not assigned to the Department 
should be directed either in writing or by phone to the School Participation Team serving your region. 


Federal Perkins Loan Assignment Procedures 


Questions pertaining to the status of your assignment submissions, or the correction of pending 
submissions, may be directed to 


Written inquiries 
ECSI Federal Perkins Loan Servicer 
100 Global View Drive, Suite 800 
Warrendale, PA 15086 


ECSI can also be contacted at 


Phone (for assignment help) 844-301-2620 

Fax: 412-490-7498 

Email: Clientsupport@efpls.com 

Office Hours: 8:00 a.m.-8:00 p.m. (ET), Monday through Friday. 


Information about Assignments Previously submitted 


For assignment verification of accounts submitted more than 60 days previously, please email 
productionprocessing@efpls.com. In order to verify the submission, the email must include the 
student(s) name(s) and Social Security Number(s) in an encrypted file. 


All inquiries must include the school’s Name and OPEID. 
As previously explained, missing or defective promissory notes or missing or incomplete 
bankruptcy or judgment information require formal approval by an appropriate Department 


official. 


Therefore, all such explanations should be prepared in writing, with the following signature block 
provided: 


Approved/Not Approved Assignments Specialist Operation Services, 
Processing Division Perkins Loan Assignments 
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Sources of Information on the Perkins Loan Program 
Perkins Loan Assignment Process and Other Financial Aid (continued) 


All such explanations must reference the specific account(s) affected by the documentation 
omission or irregular nature. The explanatory letter should then be sent to 
PerkinsLoanAssignments@ed.gov. 


A returned approving email will constitute formal approval. Do not contact the assignments 
processing center with such inquiries. 


Payments from Borrowers Received after Assignment 


Payments from a borrower received by a school or its servicer after the borrower's account has been 
submitted to the Department for assignment and accepted by the Department should be forwarded, as 
soon as possible, to: 


U.S. Department of Education 
ECSI Federal Perkins Loan Servicer 
P.O. Box 105765 

Atlanta, GA 30348-5765 


Each payment submission must clearly identify the borrower’s full name, Social Security number, and the 
type of loan to which the payment is to be applied. 


School Participation Teams 
You can finds contact information for the regional offices of the School Participation Division at 


ifap.ed.gov/ifap/helpContactInformationDetailedList.jsp?contactname=School%20Participation%20Division 


Closed School Procedures 


Questions concerning closed school procedures should be directed to the appropriate School 
Participation Team. 


Discrepancies Between School Data and Department Data 


The Processing Division, Perkins Loan Assignments, should be contacted to resolve any discrepancies 
between institutional records and those of the Department pertaining to accounts that have already 
been assigned to the Department and accepted. This includes corrections to acceptance notices, 
bankruptcy notices, and any other general information on accepted accounts that an institution wishes to 
forward. 
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Sources of Information on the Perkins Loan Program 
Perkins Loan Assignment Process and Other Financial Aid (continued) 
Issues with Specific Assignments 


Questions pertaining to the status of your assignment submissions, or pertaining to the correction of 
pending submissions, may be directed to ECSI Federal Perkins Loan Servicer at 866-313-4130 or by 
emailing clientsupport@efpls.com. 


More specific questions pertaining to the procedures for assignment of accounts set forth in this letter, 

or pertaining to the status of your assignment submissions, or pertaining to the correction of rejected 
submissions, can be directed to the Department's Processing Division at 415-486-5655 or by emailing 
PerkinsLoanAssignments@ed.gov. If you contact the Processing Division, please be advised that you 

will be instructed to leave a detailed message regarding your assignment submission. Due to periods of 
high call volume, contacting the Processing Division via PerkinsLoanAssignments@ed.gov may expedite a 
faster response. 


Written inquiries should be mailed to 
Federal Student Aid U.S. Department of Education 
Operation Services, Processing Division 
Perkins Loan Assignments 
50 Beale Street, Suite 8601 
San Francisco, CA 94105-1813 


Institutions wishing to confirm the paid-in-full status for borrowers requesting transcripts should contact 
the Client Support Team at ECSI. 


FISAP 


For questions about the FISAP form, contact the Campus-Based Call Center at 877 801-7168 or by email 
at cbfob@ed.gov. 


Perkins Loan Program Liquidation 
For questions about Perkins Loan Program Liquidation, contact the Campus-Based Call Center at 


877-801-7168 


Perkins Loan Servicer Contact Information for Borrowers 
Borrower Payments should be mailed to 
Department of Education 
ECSI Federal Perkins Loan Servicer 
P.O. Box 105765 
Atlanta, GA 30348-5765 


The Borrower Customer Service telephone number is 


866 313-3797 
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Sources of Information on the Perkins Loan Program 
Perkins Loan Assignment Process and Other Financial Aid (continued) 


Borrower Correspondence should be mailed to 
U.S. Department of Education 
ECSI Federal Perkins Loan Servicer 


P.O. Box 1079 
Wexford, PA 15090 


Total and Permanent Disability Assignments 


For detailed information about Total and Permanent Disability assignments for Perkins Loans, schools 
should refer to Perkins Total and Permanent Disability Discharge Assignment Procedures at 


ifap.ed.gov/eannouncements/attachments/PerkinsTPDDischargeAssignmentProceduresAttach.pdf. 
All Total and Permanent Disability assignments should be sent to 

Nelnet Total and Permanent Disability Servicer 

U.S. Department of Education 

121 South 13th Street, Suite 201 

Lincoln, NE 68508 


The phone number for the Department's TPD Servicer is 


888-303-7818 
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Miscellaneous 
Campus-Based Appendix A) 
Publications 


Dear Colleague Letter GEN-16-05 
Extension of the Federal Perkins Loan Program 


Publication Date: February 17, 2016 
DCL ID: GEN-16-05 
Subject: Extension of the Federal Perkins Loan Program 


Summary: This letter provides information on the wind-down of the Federal Perkins Loan 
Program and schools’ limited authority to continue to make loans to certain students beyond 
September 30, 2015. 


Dear Colleague, 


This Dear Colleague Letter (DCL) notifies schools that the Federal Perkins Loan Program 
Extension Act of 2015 (the Extension Act), enacted on December 18, 2015, extends the 
Perkins Loan Program through September 30, 2017. This DCL supersedes DCL GEN-15-03. 


AUTHORITY TO MAKE LOANS 


In general, the Extension Act eliminates the Perkins Loan grandfathering provisions that the 
Department provided guidance on in DCL GEN-15-03. The Extension Act establishes new 
eligibility requirements for undergraduate and graduate students to receive Perkins Loans. 
The grandfathering guidance is no longer applicable to the Perkins Loan Program. 


Per the changes in the Extension Act, effective December 18, 2015, schools participating in 
the Perkins Loan Program may make Perkins Loans as specified below: 
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Undergraduate Students 


A school may To an— Who, on the date of | If the school has 
make Perkins disbursement— awarded the 
Loans through— student— 
September 30, Eligible current Has an outstanding | All Direct 
2017 undergraduate balance on a Perkins | Subsidized Stafford 
student Loan made by the Loan aid for which 
school. the student is 
eligible. 
September 30, Eligible new Does not have an All Direct 
2017 undergraduate outstanding balance | Subsidized and 
student on a Perkins Loan Unsubsidized 
made by the school. | Stafford Loan aid for 
which the student is 
eligible. 


Notes: 


Awarding Direct Subsidized and Unsubsidized Stafford Loans - An undergraduate student 
who was awarded a Direct Subsidized Loan and/or a Direct Unsubsidized Loan can decline 


one or both of the loans (or request a lesser amount). However, the student's Direct Loan 
eligibility amounts must be included in the calculation of the undergraduate student's 
Perkins Loan amount, regardless of whether they actually borrow that full amount. 


Perkins Loans That Have Been Consolidated - When a Perkins Loan is consolidated it is paid 
in full by the Consolidation Loan. An undergraduate student who has consolidated his or 
her Perkins Loans does not have an outstanding balance on a Perkins Loan, and is therefore 
treated as a new undergraduate student. 


Subsequent Disbursements for Undergraduate Students - If an eligible undergraduate 
student borrower receives a disbursement of a Perkins Loan after June 30, 2017, and before 


October 1, 2017 for the 2017-2018 award year the student may receive any subsequent 
disbursements of that Perkins Loan. 


6-212 


Graduate Students 
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student who has 
received a Perkins 
Loan before 
October 1, 2015. 


most recent Perkins 
Loan from the 
school, for 
enrollment in an 
academic program 
at the school. 


A school may To an— If the graduate And the new 
continue to make student— Perkins Loan will— 
Perkins Loans 

through— 

September 30, 2016 | Eligible graduate Received his or her | Enable the graduate 


student to continue 
or complete the 
academic program 
for which the 
student received his 
or her most recent 


Perkins Loan. 


Notes: 


Subsequent Disbursements for Graduate Students - If an eligible graduate student borrower 
receives a disbursement of a Perkins Loan after June 30, 2016, and before October 1, 2016, 
for the 2016-2017 award year, the student may receive any subsequent disbursements of 
that Perkins Loan. 


Graduate Students Continuing or Completing an Academic Program - We consider a 
graduate student to be continuing or completing the academic program for which the 
student received his or her most recent Perkins Loan only if the first four digits of the 
program's Classification of Instructional Program (CIP) code are identical to the first four 
digits of the CIP code for the academic program for which the student received his or her 
most recent Perkins Loan. 


In the case of graduate programs with different degree objectives, a graduate student meets 
the eligibility requirement above if the graduate student: 


¢ — Received his or her most recent Perkins Loan for enrollment in a program with one 
degree objective (e.g., masters); 


¢ Then enrolled in a program with the same CIP code (the same first four digits of the 
CIP code); 


* — Even if the new program leads to a different degree objective (e.g., Ph.D.). 
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ADDITIONAL DISCLOSURES 


In addition to the disclosures required under 34 CFR 674.16, under the Extension Act, a 
school must provide the following disclosures to each Perkins Loan borrower before it 
makes a first disbursement of a Perkins Loan: 


¢ Anotice and explanation regarding the end to future availability of Perkins Loan 
Program loans; 


* A notice and explanation that repayment and forgiveness benefits available to Direct 
Loan borrowers are not available to Perkins Loan borrowers; 


* Anotice and explanation regarding the borrower's option to consolidate a Perkins 
Loan into a Direct Consolidation Loan, including any benefit of consolidation; 


¢ For current undergraduate borrowers (as described above), a notice and explanation 
providing a comparison of the interest rates of Perkins Loans and Direct Loans, and 
informing the borrower that the borrower has reached the maximum annual 
borrowing limit for Direct Subsidized Stafford Loans for which the borrower is eligible; 
and 


* For new undergraduate borrowers (as described above), a notice and explanation pro- 
viding a comparison of the interest rates of Perkins Loans and Direct Loans, and 
informing the borrower that the borrower has reached the maximum annual 
borrowing limit for Direct Subsidized and Unsubsidized Stafford Loans for which the 
borrower is eligible. 


NO ADDITIONAL EXTENSIONS 


The Federal Perkins Loan Extension Act prohibits any further extensions of the Perkins Loan 
Program under section 422(a) of the General Education Provisions Act (GEPA). Schools 

may not make Perkins Loans to any student on or after October 1, 2017. However, as noted 
above, subsequent disbursements of a loan first disbursed to an eligible undergraduate after 
June 30, 2017, and before October 1, 2017, are allowed. 


Distribution of Assets From The Federal Perkins Loan Fund 


There are additional provisions of the Federal Perkins Loan Extension Act with regard to the 
disposition of schools’ Perkins Loan Revolving Funds. We plan to provide information on 
these and other important Perkins Loan Program issues over the next several months. 


If you have questions about this letter, or additional questions about the extension of the 
Federal Perkins Loan Program, please contact Brian Smith at (202) 502-7551. 


Sincerely, 


Lynn B. Mahaffie 
Deputy Assistant Secretary for Policy, Planning, and Innovation 
Delegated the Duties of Assistant Secretary for Postsecondary Education 
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Electronic Announcement 
Perkins Loan Assignment System - System Availability and User Access Process 


Publication Date: September 21. 2015 
Author: Sue O'Flaherty, Service Director, Program Management, Federal Student Aid 


Subject: Perkins Loan Assignment System - System Availability and User Access Process 


In an April 22, 2015 Electronic Announcement, we provided information about a new 
system that would provide functionality for schools to electronically submit Federal 
Perkins Loan (Perkins Loan) assignment information to the Department of Education 

(the Department). We are pleased to announce that the Perkins Loan Assignment System 
(PLAS) is now available at https://efpls.com. 


With PLAS, users can complete a Web-based Perkins Loan Assignment Form and upload sup- 
porting documentation as file attachments. Authenticated users can 


* Submit multiple loans as a “batch file” or submit individual loans; 
- Securely upload supporting documentation; 
* Search, view, and edit submitted loan assignment information; and 


- — View reports of Perkins Loans that have been accepted or rejected for assignment. 


Important Reminders 


If a school chooses to use PLAS for assignment processing, users must request access to the 
system. In the attachment below, we provide an overview of the user access process. The 
PLAS User Access Form and instructions for completing it are available on the Web site at 
https://efpls.com. 


A PLAS User Guide is also available on the Web site at https://efpls.com. The PLAS User Guide 
provides detailed instructions for using PLAS, including entering loan assignment data via 
data entry or a batch file, uploading supporting documentation electronically, and accessing 
reports. 


Promissory notes may be uploaded electronically; however, all hard-copy original or 
certified-copy promissory notes are still required to be mailed in as well. For further 
information and more detailed information about Perkins Loan assignments, schools can 
refer to the Perkins Loan Assignment Procedures posted on the Campus-Based 
Processing Information page on the IFAP Web site. 
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Contact Information 


For questions about PLAS or the electronic assignment process, contact the ECSI Perkins 
Loan Servicer at 844-301-2620. Customer service representatives are available Monday 
through Friday from 8:00 a.m. until 5:00 p.m. (ET). 


For questions about Campus-Based processing, contact the Campus-Based Call Center at 
877-801-7168. Customer service representatives are available Monday through Friday from 
8:00 a.m. until 8:00 p.m. (ET). You may also email CBFOB@ed.gov. 


Attachments/Enclosures: 


Perkins Loan Assignment System User Access Process in PDF Format is on the pages 
that follow. 
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Perkins Loan Assignment System User Access Process 
Attachment to September 2015 Electronic Announcement 


In this document, we provide information about user access for the Perkins Loan Assignment 
System (PLAS). We cover the information in the following order 


. PLAS Overview 
° PLAS User Access Form 
¢- Two-Factor Authentication 


* Contact Information 


PLAS Overview 


The Perkins Loan Assignment System (PLAS) will provide schools the ability to electronically 
submit Federal Perkins Loan (Perkins Loan) assignment information to the Department of 
Education (the Department). With the electronic Perkins Loan assignment process, authenti- 
cated users will complete the Perkins Loan Assignment Form online using PLAS. 


PLAS User Access Form 


Your school must complete a paper PLAS User Access Form to gain access to PLAS. Electronic 
enrollment is not available. 


To complete a paper PLAS User Access Form use the links found on https://efpls.com. 


¢ PLAS Institution Administrator (Required): Your school is required to identify a PLAS 
Institution Administrator. He or she will then be responsible for managing PLAS 
access for other individual institution users. PLAS Institution Administrators will also 
be able to enter and submit loan assignments, upload supporting documentation, 
and retrieve and review reports. 


¢ — Institution User: An institution may have as many Institution Users as needed. These 
users will be able to enter and submit assignments, upload supporting 
documentation, and retrieve and review reports. 


The PLAS User Access Form will also be used by the PLAS Institution Administrator to modify or 
terminate access for an existing PLAS user. 


¢ Modify User Access: When a PLAS user’s demographic information changes, the PLAS 
Administrator should submit a PLAS User Access Form to indicate the reason for the 
change on the form. 


¢ Terminate User Access: When a PLAS user should no longer have access to the system, 
the PLAS Administrator must immediately submit a PLAS User Access Form to indicate 
the user’s access should be terminated. 
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Submitting PLAS User Access Forms 


For the quickest processing, completed PLAS User Access Forms should be e-mailed to 
PLASAccess@efpls.com. 


Alternatively, forms can be mailed to 


ECSI Federal Perkins Loan Servicer 
Attn.: PLAS Access Requests 

181 Montour Run Road 
Coraopolis, PA 15108 


Before returning the forms, confirm the following: 


VY The President/CEO/Chancellor or Designee (referred to as the Authorizing Official) 
name and signature match the information on file with the Department. 


/_ All signatures are original. Signatures are not photocopied or stamped. 


Once the submitted PLAS User Access Form is processed, the user will receive two separate 
emails, one with a Login ID and one with a temporary password. The temporary password will 
need to be changed the first time the user signs in to PLAS. 


Two Factor Authentication 


Similar to the security process used to access Federal Student Aid systems, such as the eCampus- 
Based (eCB) System, authorized users of PLAS will be required to enter two forms of 
“authentication” to access the system. 


This security process is an established technology referred to as Two Factor Authentication (TFA). 
TFA will require each authorized user to log in to PLAS with his or her Login ID and password as 
well as a Security Code generated by a registered TFA token. 


If a user already has a TFA token because he or she also has access to one of Federal Student 
Aid’s systems, the user only needs to complete the PLAS User Access Form. 


If a user does not have a TFA token, the user should contact the school’s Primary Destination 
Point Administrator (DPA) for Federal Student Aid systems to obtain one. Once the token is re- 
ceived, it will need to be registered. In addition, the user will need to complete the PLAS User Ac- 
cess Form. Note: The school’s Primary DPA for Federal Student Aid systems is not required to be 
the same person as the school’s designated Institution Administrator for PLAS. 


If a school’s Primary DPA has questions related to TFA tokens, contact the TFA Support Center at 
800/330-5947, option 2 or by e-mail at TFASupport@ed.gov. 
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Contact Information 


If you need assistance completing the PLAS User Access Form, contact 
ECSI Federal Perkins Loan Servicer at 844/301-2620. Customer Service 
Representatives are available Monday through Friday from 8:00 A.M. 
until 5:00 P.M. (ET). 
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Introduction to the Federal 
Student Aid Handbook 
Appendices 


The appendices to the Federal Student Aid Handbook contain information of general 
interest that isn’t appropriate for inclusion in just one volume or is so unique that it requires 
separate treatment. Four of the appendices were previously found in The Blue Book, the fifth 
has been part of the Handbook in previous years. 


>» The appendices have been renumbered. 


> Appendix A is the glossary of federal student aid terms and a list of federal student aid acronyms. 
Experienced financial aid professionals will be familiar with most of the terms included. However, 
because the Handbook has replaced The Blue Book as a reference for business officers, fiscal officers, 
state audit agencies, and independent accounting professionals performing non-federal audits, many 
accounting and financial terms have been included. 


> Appendix B is a directory of resources for technical information and specialized assistance with 
managing the federal student aid programs. 


> Appendix C provides in one place information found in other parts of the Handbook and in previous 
sub-regulatory communications on how a school should proceed when a currently enrolled recipient 
of federal student aid dies before completing the period for which the student has received aid. 


> Appendix D is a description of the FSA Assessments annotated to identify those that might be of 
interest to fiscal officers. 


>» Appendix E summarizes Internal Revenue Service (IRS) forms that might be of special interest to a 
fiscal/business office. 


> Appendix F is a summary of the reporting and disclosure requirements for schools’ eligibility to 
participate in the Title IV, Higher Education Act (HEA) student assistance programs. 


> Appendix G, is a table of contents for the Higher Education Act as amended. 
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Federal Student Aid 
Glossary and Acronyms 


Appendic AA 


This document contains the acronyms and terms most commonly found in the Federal Student Aid 


Handbook and other student aid literature. 


25% Threshold ‘The point at which a change 

in ownership interests must be reported to the 
Department: when an owner acquires a total interest 
of 25% or more or when an owner of 25% or more 
increases or reduces that interest at all. 


90/10 Rule The requirement that a proprietary school 
must derive at least 10% of its revenues for each fiscal 
year from sources other than the FSA programs or be 
subject to sanctions. 


150% Limit on (Direct Subsidized Loans) New 
borrowers on or after July 1, 2013, cannot receive 
Direct Subsidized Loans for a period of time 
(measured in academic years) that exceeds 150 percent 
of the published length of their program of study. 


A 


A-133 Office of Management and Budget Circular 
designated A-133 


A-number (ARN) An identifying number assigned 
by DHS to identify and keep track of individuals who 
have been or are in contact with the immigration 
process. Used by ED to verify the immigration status 
of noncitizens applying for federal student aid. 


AACRAO American Association of Collegiate 
Registrars and Admissions Officers 


AAI Adjusted Available Income 

ACA Administrative Cost Allowance 

Academic Attendance and Attendance at an Academi- 
cally-Related Activity The criteria schools must use to 


determine whether a student has ceased attendance. A 
school must perform a Return of Title IV Aid (R2T4) 


calculation for students who have withdrawn (or oth- 
erwise ceased attendance). Criteria include but are not 
limited to 


¢ physically attending a class where there is an 
opportunity for direct interaction between 
the instructor and students; 


¢ submitting an academic assignment; 


¢ taking an exam, an interactive tutorial, or 
computer-assisted instruction; 


¢ attending a study group that is assigned by 
the institution; 


¢ participating in an online discussion about 
academic matters; and 


¢ — initiating contact with a faculty member to 
ask a question about the academic subject 
studied in the course. 


Academic attendance and attendance at an 
academically-related activity do not include activities 
where a student may be present, but not academically 
engaged. 


Academic Calendar ‘The way in which a school 
structures its academic programs and measures 
progress over the program’s length. For purposes 

of the FSA programs, there are three basic types of 
academic calendars: standard term, nonstandard term, 
and nonterm. 


Academic Competitiveness Grant (ACG) Program 

A previously offered grant program authorized by the 
Higher Education Act (HEA) under which grants were 
awarded during the first and second academic years 

of study to eligible financially needy undergraduate 
students who successfully completed rigorous 
secondary school programs of study. 
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Academic Year For a program that measures program 
length in credit hours, 


¢ aminimum of 30 weeks of instructional 
time; and 


¢ 24 semester or trimester hours or 36 quarter 
credit hours. 


For a program that measures program length in clock 
hours, 


* aminimum of 26 weeks of instructional 
time; and 


¢ 900 clock hours. 


For purposes of defining an academic year, 


* aweek is a consecutive seven-day period; 


¢ aweek of instructional time is any week in 
which at least one day of regularly scheduled 
instruction or examinations occurs or, after 
the last scheduled day of classes for a term or 
payment period, at least one day of study for 
final examinations occurs; and 


¢ — instructional time does not include any vaca- 
tion periods, homework, or periods of orien- 
tation or counseling. 


Acceleration Demand for immediate repayment of 
the entire outstanding balance of a loan. 


Accepted Master Promissory Note(MPN) Once a 
borrower completes an MPN, it is examined in the 
Common Originations and Disbursement (COD) 
System for completeness. If, during processing, COD 
finds that all of the required fields on an MPN have 
been completed correctly, COD will accept the MPN. 
An accepted MPN is one of the criteria required for a 
loan to be booked. 


Access Device A card, code, or other means of access 
to a financial account, or any combination thereof, 
that may be used by a student or parent to initiate 
electronic fund transfers. 


Account A record in the general ledger that is used 
to collect and store similar information. For example, 
a school will have a cash account in which every 
transaction involving cash is recorded. 


Accounting Data Journals, ledgers, and other records, 
such as spreadsheets, that support financial statements. 
It may be in computer-readable form or on paper. 


Accounting Records Records of initial accounting 
entries and supporting records, such as checks and 
records of electronic fund transfers; invoices; contracts; 
general and subsidiary ledgers; journal entries and 
other adjustments to the financial statements that 

are not reflected in journal entries; and records, 

such as work sheets and spreadsheets, supporting 

cost allocations, computations, reconciliations, and 
disclosures. 


Accounting Standards Codification (ASC) ‘The 
Codification, prepared by the Financial Accounting 
Standards Board (FASB), reorganizes the thousands 
of U.S. Generally Accepted Accounting Principles 
(GAAP) pronouncements into roughly 90 accounting 
topics and displays all topics using a consistent 
structure. It also includes relevant U.S. Securities and 
Exchange Commission (SEC) guidance that follows 
the same topical structure in separate sections in the 
Codification. 


Accounts Receivable Debts due from customers from 
sales of products and services reported as a current 
asset. 


Accredited ‘The status of public recognition that 
a national accrediting agency recognized by the 
Department grants to an institution or educational 
program that meets the agency’s established 
requirements. 


Accrual Basis of Accounting The accounting method 
under which revenues are recognized on the income 
statement when they are earned (rather than when the 
cash is received). 


ACH Automated Clearinghouse 


ACN Audit Control Number 


Act The Higher Education Act (HEA) of 1965, as 
amended, 20 U.S.C. 1071 et seq. 


Actual Disbursement Record A disbursement 

record submitted to the Common Origination and 
Disbursement (COD) system indicating that the school 
has disbursed funds to the student or plans to within 
the next seven days. 
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Actual Interest Rate ‘The annual interest rate charged 
on a loan, which may be equal to or less than the 
applicable interest rate on that loan. 


ADA Americans with Disabilities Act 
ADB Average Daily Balance 


Adjusted Gross Income (AGI) An individual’s adjust- 
ed gross income as reported to the Internal Revenue 
Service (IRS). The rules for calculating AGI are set by 
the IRS, not the Department. 


Adjusting Entries Journal entries usually dated the 
last day of the accounting period to bring the balance 
sheet and income statement up to date on an accrual 
basis (as required by the matching principle and the 
revenue recognition principle). 


ADL Anticipated Disbursement Listing 


Administrative Capability ‘The ability a school must 
demonstrate in providing the education it promises 
and properly managing the FSA programs. The 
standards of administrative capability are set forth in 
34 CFR 668.16. 


Administrative Cost Allowance (ACA) Funds an 
institution participating in the Federal Pell Grant, 
Federal Perkins Loan, Federal Work-Study (FWS), 

or Federal Supplemental Educational Opportunity 
Grant (FSEOG) programs is entitled to receive for 

an award year if it advances funds under the Federal 
Perkins Loan Program, provides FWS employment, 
awards grants under the FSEOG Program, or disburses 
Federal Pell Grants to students in that year. 


Administrative Forbearance In certain circumstances, 
the Department grants forbearance without requiring 
documentation from the borrower. For more detail 

of the conditions under which a borrower must 

be granted administrative forbearance see 34 CFR 
685.205(b). 


Administrative Offset Funds withheld from a 
participating school to collect program review, audit, 
and formal fine debts. The Department withholds 

a portion of a school’s G5 (Grant Payment System) 
authorized payments and applies them toward the 
school’s debt. 


Administrative (Non Judicial) Wage Garnishment 
Process by which a guarantor or the Department, 
under Section 488A of the HEA, may intercept a 
portion of the wages of a FSA borrower who is not 
making required repayments or, in the case of an FFEL 
loan, a loan for which a guarantee agency has been 
reimbursed by the Department. 


Administrative Relief See Extended Processing. 
ADR Actual Disbursement Roster 


Advance Payment Method A school operating under 
this payment method is permitted to request funds in 
the school’s available balance. The school needs to make 
disbursements within three days of receipt of the funds. 


Adverse Credit History For federal student aid 
purposes, a financial history that negatively impacts 
eligibility for a federal education loan. A parent, 
graduate student, or professional student who has 

an adverse credit history (as defined in the Direct 
Loan Program regulations) is not eligible to receive 

a Direct PLUS Loan unless he or she (1) documents 
to the satisfaction of the Department that there are 
extenuating circumstances, or (2) obtains an endorser 
for the loan who does not have an adverse credit 
history. PLUS loan borrowers with an adverse credit 
history are required to complete entrance counseling. 


Adverse Opinion Auditor’s opinion that financial 
statements do not fairly present the financial position, 
results of operations, or cash flows in conformity with 
generally accepted accounting principles. 


Affirmative Confirmation A process under which 

a school obtains written confirmation of the types 
and amounts of Direct Loan funds that a student 
accepts for an award year before the school credits the 
student’s account with those loan funds. 


Agent An officer or employee of a covered institution 
or an institution-affiliated organization. 


Aggregate Basis One of the ways a school can match 
its federal allocation in the FSEOG Program. In this 
approach a school ensures that the sum of all funds 
awarded to all FSEOG recipients in a given award 
year consists of 75% federal dollars and 25% qualified 
nonfederal funds. Note that each of a school’s FFEOG 
recipients must receive some FSEOG federal funds. 
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Aggregate Loan Limit ‘The statutory maximum 
amount of principal an individual may borrow for all 
loans of a specific type, for all years of postsecondary 
study. 


AGI Adjusted Gross Income 


Aging of Drawdown _ The process of tracking the time 
elapsed from the date funds were drawn down to the 
date a school fully substantiates the drawdown by 
submitting actual disbursement records. 


Agreement to Serve An agreement under which the 
individual receiving a TEACH Grant commits to 
meeting his or her service obligation, and to complying 
with notification and other provisions of his or her 
agreement. 


AI Available Income 


AICPA American Institute of Certified Public 
Accountants 


Allocation Funds awarded to a school for use 

during a specific period of time. Campus-based funds 
(Federal Supplemental Educational Opportunity Grant 
[FSEOG], Federal Work-Study [FWS], and Federal 
Perkins Loan) are allocated to a school on an award- 
year basis. Sometimes referred to as obligation, award, 
or authorization. 
Allowable Costs See Cost of Attendance. 

Allowance for Doubtful Accounts A contra asset 
account with a credit balance used to reduce the 
carrying amount of accounts receivable to net 
realizable value. The allowance balance is the estimated 
total of uncollectable accounts included in accounts 
receivable. 


American Institute of Certified Public Accountants 
(AICPA) ‘The national organization of certified 
public accountants. 


Amount of Title IV Aid Earned by a Student For 
Return of Title [V Funds purposes, the percentage 

of the payment period or period of enrollment, as 
applicable, completed by the student multiplied by the 
total Title IV aid disbursed plus the total Title [V Aid 
that could have been disbursed to the student. 


ANN Dear Colleague Letter designation for training 
announcements 


Annual Award (in the Federal Pell Grant Program) 
The amount a student would receive under the 
applicable Payment Disbursement Schedule for a given 
level of enrollment (full time, half time etc.), Estimated 
Family Contribution (EFC), and Cost of Attendance 
(COA). 


Annual Award (in the TEACH Grant Program) The 
maximum TEACH Grant amount a student would 
receive for enrolling as a full-time, three-quarter- 
time, half-time, or less-than-half-time student and 
remaining in that enrollment status for a year. 


Annual FSA Compliance Audit The audit that a 
third-party servicer must submit each year. If the 
servicer contracts with several schools, a single audit 


can be submitted that covers its administrative services 
for all those schools. 


Annual Loan Limit The statutory maximum a 
student may borrow at his grade level for one academic 
year. It varies by grade level, dependency status of 
borrower, etc. 


Annual Percentage Rate (APR) ‘The yearly cost of 
borrowing money reflected as a percentage rate. 


Annual Security Report A report that participating 
schools are required to compile and file annually 
with the Department that summarizes the schools 
compliance with the requirements of 34 CFR 668.46. 


Anticipated Disbursement Record A disbursement 
record submitted to the COD system indicating 
the amount and dates of funds the school plans to 
disburse. 


APA Asset Protection Allowance 


Applicable Interest Rate The maximum annual 
interest rate that a lender may charge under the Act on 
a loan. 


Application Receipt Date Field on a SAR/ISIR 
showing the date a paper application was received by 
the FAFSA processor or the date an electronic FAFSA 
transmission was received by the CPS. 
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Apportionment A distribution of amounts available 
for obligation into amounts available for specified 
time periods, programs, activities, projects, objects, or 
combinations thereof. The apportioned amount limits 
the obligations that may be incurred. 


Appropriation A form of budget authority provided 
by law that permits federal agencies to make payments 
out of the Treasury for specified purposes. 


Approved Leave of Absence (LOA) For Return of 
Title IV Funds purposes, a temporary interruption in a 
student’s program of study. LOA refers to the specific 
time period during a program when a student is not in 
attendance. 


APR Annual Percentage Rate 


ARN Alien Registration Number (also known as 
A-number) 


ASB Auditing Standards Board 


Assets Tangible or intangible items which have 
probable economic benefits that can be obtained or 
controlled. 


Assets (on the Free Application for Federal Student Aid 
[FAFSA]) Cash on hand, including the amount in 
checking and savings accounts, time deposits, money 
market funds, trusts, stocks, bonds, other securities, 
mutual funds, tax shelters, qualified education benefits, 
and the net value of real estate, income producing 
property, and business and farm assets. For a detailed 
explanation see the Higher Education Act, as amended, 
Part F, Section 480(f). 


Assignment The transfer of all rights, authorities, and 
privileges associated with a Perkins loan from a school 
to the Department. Schools may assign defaulted loans 
and, if a school is liquidating and withdrawing from 
the Perkins Loan Program or if the school is closing, 
non-defaulted loans to the Department at any time 
during the program year. 


Associate Degree School of Nursing A school that 
provides primarily or exclusively a two-year program 
of postsecondary education in professional nursing 
leading to a degree equivalent to an associate degree in 
the United States. 


ATB Ability to Benefit 


Athletically Related Student Aid Any scholarship, 
grant, or other form of financial assistance, the terms 
of which require the recipient to participate in a 
program of intercollegiate athletics at the institution. 
Other student aid, of which a student-athlete simply 
happens to be the recipient, is not athletically related 
student aid. 


ATS Agreement to Serve 


Attribution The process of assigning benefits or costs 
to time periods, programs, activities, projects, objects, 
or combinations thereof. 


Audit Accountability and Resolution Tracking System 
The Department’s tool used to track, monitor and 
report day-to-day on the post-audit status of single 
audits, GAO audits, OIG-issued internal audits, 
external audits and alternative products (reports or 
memoranda issued by OIG that are not audit reports 
but raise issues that may need to be addressed by 
management). 


Audit Guide of Federal Student Financial Assistance 
Programs at Participating Institutions and Institution 
Servicers Published by the Department’s Office of 
the Inspector General (OIG), it assists independent 
auditors (IPAs) in performing audits of Federal 
Student Aid. 


Audit Plan A description and schedule of audits to 
be performed in a certain period of time (ordinarily 

a year). It includes the areas to be audited, the type 

of work planned, the high-level objectives and scope 
of the work, and includes other items such as budget, 
resource allocation, schedule dates, and type of report 
issued. 


Audit Trail or Transaction Trail Chains of evidence 
provided through coding, cross references, and 
documentation connecting accounting balances and 
other summary results with original transactions and 
calculations. 


Auditing Standards Board (ASB) Board authorized 
by the AICPA to promulgate auditing and attest 
standards, quality control standards procedures, 

and implementation guidance for AICPA members 
performing such services. 
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Auditor Independence Statement A statement 
regarding the requirement that an auditor be 
independent of the entity examined. Intended to 
remind financial statement users about the auditor’s 
obligations related to independence and to serve as a 
reminder to auditors of these obligations. 


Authorization Amount of FSA funds a school is 
currently eligible for in the year and program in 
question. The authorization is also called the Current 
Funding Level (CFL). Please note that in Direct Loan 
and TEACH Grant programs, you might also hear the 
authorization referred to as the Cash Control Amount 
(CCA). 


Automated Clearing House (ACH) An electronic 
clearing system in which a data processing center 
handles payment orders that are exchanged 

among financial institutions, primarily through 
telecommunications networks. ACH systems process 
large volumes of individual payments electronically. 


Automatic Zero EFC ‘The result when an independent 
student or a dependent student’s parents have income 
below a specific threshold and meet one of a group of 
other criteria, such as not needing to file a Form 1040 
US. tax return. The flag indicates that the student 

met the statutory criteria for the automatic zero EFC 
calculation. See Simplified EFC Formulas. 


Available Balance Amount of cash available for 
a school to draw down through G5. The available 
balance is the difference between the authorized 
amount and the school’s net drawdowns to date. 


Available Income (Parents’) In general, parents’ 
available income is determined by deducting from total 
income (as defined in HEA, section 480) 

¢ federal income taxes; 

¢ an allowance for state and other taxes; 

¢ an allowance for social security taxes; 

¢ an income protection allowance; 

¢ an employment expense allowance; and 


¢ the amount of any tax credit taken by the 
parents under section 25A of the Internal 
Revenue. 


Application and Verification Guide 


AVR Automated Voice Response 


Award Periods ‘The length of time in G5 during 
which schools can perform certain cash management 
functions. There are four award periods: 


1. performance period 

2. liquidation period 

3. suspension period and 
4 


closeout period 


Award Year The period beginning July 1 and ending 
June 30 of the following year. 


AY Academic Year (may refer to Award Year in 
some contexts) 


Base Year ‘The calendar year preceding the first 
calendar year of an award year. 


Batch A group of records submitted together. Batches 
can consist of one or more records. Users can submit 
data for students in a file called a batch. The batch 
contains a network header record, the Common Record 
with one or more students / awards / disbursements and 
the network trailer record. Periodic sweeps of a school’s 
Student Aid Internet Gateway (SAIG) mailbox are 
performed to pick up these batches and send them to 
the COD System for processing. 


BBAY Borrower-Based Academic Year 


Begin or End Date ‘The month and year on which 
a grant award begins and ends. It is the funding 
period for the award, and includes any applicable 
amendments. Normally, the funding period is 12 
months. 


Best Practice Superior method or innovative 
practice that contributes to the improved 
performance of an organization. 


BIA Bureau of Indian Affairs 
Bilingual Education An educational program in 


which two languages are used to provide content 
matter instruction. 
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BLS Bureau of Labor Statistics 


Book Voucher A document that reflects funds 
available on a student’s account that can be used 
to purchase books and other educationally related 
materials from either a school or unaffiliated 
bookstore. 


Booked Direct Loan A loan that is a legal binding 
obligation between the borrower and the U.S. 
Department of Education. A loan is considered 
booked when the COD System has accepted the 
loan origination record (the award record has been 
linked to the MPN), the MPN, and the first actual 
disbursement record for that loan ID. Direct PLUS 
Loans also require an accepted credit decision on file 
in the COD System to be booked. 


Booked TEACH Grant A TEACH Grant becomes 
booked when COD has accepted the TEACH Grant 
origination record, an ATS has linked to the grant, and 
an actual disbursement record has been accepted. 


Borrower An individual to whom a Title IV 
education loan is made. 


Borrower Based Academic Year (BBAY) An 
academic year standard that may be used to measure 
annual loan limit progression (i.e., when a borrower 
becomes eligible for their next annual loan limit). 
Unlike a Scheduled Academic Year (SAY), a BBAY 
follows an individual student’s academic progress and 
does not begin and end at the same time each year. 


Borrower's Rights and Responsibilities (BRR) Statement 
Required under the HEA, the BRR Statement provides 
additional information about the terms and conditions 
of the loans a borrower receives under the MPN for 
Federal Direct Loans. 


Branch Campus A location of an institution that is 
geographically apart and independent of the main 
campus of the institution. The Department considers 
a location of an institution to be independent of the 
main campus if the location 


¢ is permanent in nature; 


¢ — offers courses in educational programs lead- 
ing to a degree, certificate, or other recog- 


nized educational credential; 


¢ has its own faculty and administrative or su- 
pervisory organization; and 


¢ has its own budgetary and hiring authority. 
BRR _ Borrower's Rights and Responsibilities 


Business Assets Property that is used in the operation 
of a trade or business, including real estate, inventories, 
buildings, machinery, and other equipment, patents, 
franchise rights, and copyrights. 


C 


Campus Any building or property owned or 
controlled by an institution within the same reasonably 
contiguous geographic area and used by the institution 
in direct support of, or in a manner related to, the 
institution’s educational purposes, including residence 
halls; and any building or property that is within or 
reasonably contiguous to the school’s campus that is 
owned by the institution but controlled by another 
person, is frequently used by students, and supports 
institutional purposes (such as a food or other retail 
vendor). 


Campus-Based Programs Federal student aid 
programs under which funds are provided to 
participating institutions for awards to eligible 
students. The Campus-Based Programs include: the 
Federal Perkins Loan Program, the Federal Work- 
Study (FWS) Program, and the Federal Supplemental 
Educational Opportunity Grant (FSEOG) Program. 


Campus Security Records ‘The records created and 
maintained by a school’s law enforcement unit or 
whatever office or school official is designated to be 
responsible for referring potential violations of law 

to local police authorities. Such records are exempt 
from the privacy restrictions of FERPA. A school may 
disclose information from these “law enforcement unit 
records” to anyone—including parents or federal, state, 
or local law enforcement authorities—without the 
consent of the eligible student. 
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Cancellation In the Perkins Loan Program, the 
forgiveness of a portion of a loan debt for a borrower 
who meets certain regulatory criteria (usually service). 
In the Direct Loan Program, loan “cancellation” refers 
to the borrower’s request to have all or a portion of a 
loan cancelled (i.e., when the borrower decides that 
he or she no longer wants or needs all or a portion of 
the loan). In the Direct Loan Program, cancellation of 
a loan debt in exchange for the borrower performing 
certain types of service is called “forgiveness,” 

and cancellation of a loan due to death, total and 
permanent disability (TPD), school closure, etc. is 
called “discharge.” 


CAP Corrective Action Plan 


Capitalized Interest (Capitalization) Unpaid interest 
that has been added to the principal balance of a loan. 


Carry Forward/Carry Back A school may spend up 
to 10% of its current year’s FWS or FSEOG allocation 
(initial and supplemental) in the following award year 
(carry forward). A school is also permitted to spend up 
to 10% of its current year’s FWS or FSEOG allocation 
(initial and supplemental) for expenses incurred in the 
previous award year (carry back). 


Cash Account The general ledger account that reports 
currency, coins, undeposited checks, and the checking 
accounts of a company. 


Cash Basis for Accounting A system of accounting 
in which revenues are recorded when received in cash 
and expenses or expenditures are recorded when cash 
is disbursed. 


Cash Management ‘The rules and procedures a 
school must follow to request, maintain, disburse, 
and otherwise manage FSA funds. A school’s 
responsibilities are described in Subpart K of 34 CFR 
668. 


Cash Management Regulations ‘Those sections of 

34 CFR (34 CFR Subpart K) that address the rules 
and procedures under which participating institutions 
request, maintain, disburse, and otherwise manage 
federal student aid program funds. 


Cash On Hand (COH) The amount available in 

the federal funds account at the payee’s financial 
institution. Cash on hand is calculated as the total 
funds received less the Federal share of disbursements 
made, plus refunds received. The balance does not 
include accruals, accounts payable, or funds belonging 
to the Department of Education (e.g., interest earned), 
See also excess cash. 


CB Campus-Based 


CBO Congressional Budget Office 


CBT Computer-Based Training 


CCA Cash Control Account 


CCR Central Contractor Registration 


CDR_ Cohort Default Rate 


CDRG_ Cohort Default Rate Guide 


Children’s Online Privacy Protection Act (COPPA) 
Legislation from 1998 that prohibits any entity, 
including a government agency, from electronically 
conducting business or communicating with a person 
under age 13. Because of COPPA, applicants who are 
12 or younger cannot complete FAFSA on the Web 
and must instead submit a special FAFSA. 


CIO. Chief Information Officer 


Census Date ‘The date on which a school takes a 
“snapshot” of its enrollment for reporting or record- 
keeping purposes. 


Central Processing System/Student Aid Internet 
Gateway (CPS/SAIG) Vendor and system designed 
by the U.S. Department of Education for viewing or 
correcting SAR information, requesting or analyzing 
ISIR data, and calculating and managing the return of 
federal student aid program funds. 


CEO Chief Executive Officer 


Certified Public Accountant (CPA) A credential con- 
ferred by a state or similar governmental jurisdiction 
that authorized the holder to practice as a certified 
public accountant in that jurisdiction. 
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CFDA Catalog of Federal Domestic Assistance 
CFL Current Funding Level 

CFO Chief Fiscal/Financial Officer 

CFPB Consumer Financial Protection Bureau 
CFR Code of Federal Regulations 


Chart of Accounts A listing of the accounts available 
in the accounting system in which to record entries. 
The chart of accounts consists of balance sheet ac- 
counts (assets, liabilities, equity) and income statement 
accounts (revenues, expenses, gains, losses). 


Child with a Disability A child or youth from ages 3 
through 21, inclusive, who requires special education 
and related services because he or she has one or 
more disabilities as defined in section 602(3) of the 
Individuals with Disabilities Education Act. 


Children of Iraq and Afghanistan Soldiers For 
purposes of awarding Title IV aid, children of Iraq 
and Afghanistan soldiers include the children of all 
who died as a result of U.S. military service in Iraq or 
Afghanistan after September 11, 2001. Students who 
fall in this category receive special consideration for 
Title IV aid. 


CIP Classification of Instructional Programs 


Circular A-133 A release of the Office of 
Management and Budget. Its full name is Audits 

of States, Local Governments, and Non-profit 
Organizations. The circular sets forth standards for 
obtaining consistency and uniformity among federal 
agencies for the audit of states, local governments, and 
non-profit organizations expending federal awards. 
Available at www.whitehouse.gov/omb/circulars. 


Citizenship Match Procedure that compares 

an applicant’s name, date of birth, and SSN in 

CPS to that in the records of the Social Security 
Administration (SSA) and in special cases the 
Department of Homeland Security (DHS). The CPS 
will reject applications for insufficient or contradictory 
information. The result of the match with SSA or 
DHS is reported on the SAR and ISIR and includes a 
comment (text and code). 


Clery/Campus Security Act ‘The law that requires 
institutions to compile statistics for certain crimes that 
are reported to campus security authorities or local 
police agencies, including incidents of sexual assault, 
domestic violence, dating violence, and stalking. The 
full title is the Jeanne Clery Disclosure of Campus 
Security Policy and Campus Crime Statistics Act. 


Clinical Training ‘The portion of a graduate medical 
education program that counts as a clinical clerkship 
for purposes of medical licensure comprising core, 
required clinical rotation, and not required clinical 
rotation. 


Clock Hour A period of time consisting of 


* a50- to 60-minute class, lecture, or recitation 
in a 60-minute period; 


¢ a50- to 60-minute faculty-supervised 
laboratory, shop training, or internship in a 
60-minute period; or 


¢ 60 minutes of preparation in a correspon- 
dence course. 


Clock/Credit-Hour Conversion ‘The calculation 
performed to establish whether certain programs 
offered in credit hours meet the standard for the 
minimum number of credit hours and can be 
considered eligible. 


Closeout Period One of the award periods in G5. The 
closeout period immediately follows the suspension 
period. During closeout, the grant award is closed and 
any remaining cash is deobligated. 


Closeout Process (in G5) ‘The process of closing 

a suspended award. The closeout process includes 
the following periods: liquidation, suspension, and 
closeout. 


Closeout Procedures ‘The steps a school must take 
when its participation in the Title lV programs ends, 
either voluntarily or involuntarily. 


Closing ‘The process of preparing, entering, and 
posting closing entries. 
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Closing Entry A journal entry that balances revenue 
accounts and expense accounts. Closing entries will 
mean that the temporary accounts (income statement 
accounts and drawing account) will start the new 
accounting year with zero balances. 


CM Configuration Management 

CO Contracting Officer 

COA Cost of Attendance 

COD Common Origination and Disbursement 


Code of Federal Regulations (CFR) The codification 
of the rules published in the Federal Register by 
agencies of the federal government. Each volume 

of the CFR is updated once each calendar year and 
issued quarterly. The volume for Education, Title 34, is 
updated on July 1 of each year. Cited as “34 CFR.” 


COH Cash on Hand 


Cohort (Loan) All of a school’s current and former 
students who during a fiscal year enter repayment 

on any Direct Subsidized Loan, Direct Unsubsidized 
Loan, or Federal Stafford Loan they received to attend 
the school. 


Cohort Default Rate(CDR) The number of students 
in a cohort who default on their loans during a fiscal 
year divided by the total number of students in the 
cohort, expressed as a percentage. 


Cohort Default Rate Guide (CDRG) U.S. Department 
of Education publication designed to assist schools 
with their William D. Ford Federal Direct Loan (Direct 
Loan) Program and Federal Family Education Loan 
(FFEL) Program cohort default rate data. The guide is 
a reference tool in understanding cohort default rates 
and processes. 


Collateral Real or personal property pledged as part 
or full security on a debt. 


Collateralize To pledge property as security 
(collateral) for a debt. 


Collection ‘The activities and/or actions by lenders, 
guarantors, servicers, and collection agencies to obtain 
payment on unpaid loan principal and interest from a 
borrower after that borrower defaults on the loan. 


Collection Agency A business organization that 
receives delinquent or defaulted loan accounts from 
lenders and attempts to collect on those accounts. A 
fee is charged for the service. 


Collection Charges Costs incurred by a lender or its 
agents in collecting overdue payments. These charges 
may include, but are not limited to, attorney’s fees, 
court costs, and telegrams. They may not include 
routine costs associated with preparing letters or 
notices or making telephone calls to the borrower. 


Collegiate School of Nursing A school that provides 
primarily or exclusively a minimum of a two-year 
program of postsecondary education in professional 
nursing leading to a degree equivalent to a bachelor of 
arts, bachelor of science, or bachelor of nursing in the 
United States, or to a degree equivalent to a graduate 
degree in nursing in the United States, and including 
advanced training related to the program of education 
provided by the school. 


Co-maker One of two individuals who jointly borrow 
a consolidation loan, each of whom are eligible and 
who are jointly and severally liable for repayment 

of the loan. The term co-maker also includes one of 
two parents who are joint borrowers as previously 
authorized in the Federal Direct PLUS Loan Program 
(PLUS Loan Program). 


Comment Codes Codes on a SAR/ISIR drawing 
attention to specific issues on a student’s application. 
Each code corresponds to specific comment text for 
the award year. The last line in the “FAA Information” 
section on a SAR/ISIR shows all the codes generated 
on the record. FAAs must review the comment codes 
without reading every comment to find those that may 
require action. 


Common Origination and Disbursement (COD) System 
The system used to process records for the Pell Grant, 
TEACH Grant and Direct Loan programs. 
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Common Origination and Disbursement Technical 
Reference A document used as a guide by software 
vendors and schools to program their systems 

and process records through COD. It provides a 
COD system overview, a list of changes, processing 
information (e.g., business rules and edits), print 
specifications, and technical specifications. The 
appendices also contain additional reference 
information, such as conversion tables, report layouts, 
and Extensible Markup Language (XML) examples. 
Located at fsadownload.ed.gov/index.htm. 


Common Record A file layout used by schools and 
the COD system to exchange Pell Grant, TEACH 
Grant, and Direct Loan data. The Common Record is 
a document formatted in XML. 


Community Defender Organizations A defender 
organization established in accordance with section 
3006A(g)(2)(B) of title 18, United States Code. 


Community Service Work-Study Jobs Services that 
are identified by an institution of higher education 
through formal or informal consultation with local 
nonprofit, government, and community-based 
organizations, as designed to improve the quality of 
life for community residents, particularly low-income 
individuals, or to solve particular problems related 

to their needs. In order to be considered community 
service, the job has to be in an area that is open, 
accessible, and used by the community at large. For a 
more detailed list of community services see 34 CFR 
675.2. 


Compensating Balance An offsetting balance. A 
requirement by some banks that a borrower maintain 
a minimum balance in a checking or savings account 
as a condition of a loan. 


Competency-based education An innovative 
approach in higher education that organizes 
academic content according to competencies—what 
student knows and can do—rather than follow a 
more traditional scheme, such as by course. 


Compliance Conformity in fulfilling requirements 
under various statutes and regulations. 


Compliance Testing Process of testing to determine 
the compliance of the component or system. 


Composite Score ‘The composite score standard 
combines different measures of the elements of 
financial health to yield a single measure of a school’s 
overall financial health. This method allows financial 
strength in one area to make up for financial weakness 
in another area, and provides an equitable measure 

of the financial health of schools of different sizes. 
Included in the calculation are the following ratios: 
Primary Reserve, Equity, and Net Income. 


Comprehensive Student Work-Learning-Service 
Program A student work-learning-service program 
that 


¢ is an integral and stated part of the institu- 
tion’s educational philosophy and program; 


¢ — requires participation of all resident students 
for enrollment and graduation; 


¢ — includes learning objectives, evaluation, and 
a record of work performance as part of the 
student’s college record; 


¢ — provides programmatic leadership by college 
personnel at levels comparable to traditional 
academic programs; 


¢ recognizes the educational role of work- 
learning-service supervisors; and 


¢ includes consequences for nonperformance 
or failure in the work-learning-service pro- 
gram similar to the consequences for failure 
in the regular academic program. 
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Comprehensive Transition and Postsecondary Program 
A degree, certificate, nondegree, or noncertificate 
program that 


¢ — is offered by a participating institution; 


¢ is delivered to students physically attending 
the institution; 


¢ — is designed to support students with intellec- 
tual disabilities who are seeking to continue 
academic, career and technical, and inde- 
pendent living instruction at an institution 
of higher education in order to prepare for 
gainful employment; 


¢ includes an advising and curriculum struc- 
ture; 


¢ — requires students with intellectual disabilities 
to have at least one-half of their participation 
in the program, as determined by the institu- 
tion, focus on academic components through 
courses or activities taken jointly with stu- 
dents without disabilities; and 


¢ — provides students with intellectual disabilities 
opportunities to participate in coursework 
and other activities with students without 
disabilities. 


Computer Controls Internal controls performed by 
computer software as opposed to manual controls. 
Also means general and application controls over the 
computer processing of data. 


Concurrent Deferment In the Perkins Loan Program, 
automatic deferments schools must grant during 
periods of service for which schools also grant loan 
cancellation. Borrowers do not need to apply for these 
automatic deferments. 


Conditional Acceptance | Condition whereby 

a student is admitted to an academic program 
provisionally until the student can demonstrate 
ability to succeed in the program by either furnishing 
documentation (such as transcripts or test scores) or 
receiving acceptable grades in program coursework. 
Students admitted in this manner are regular students 
only if the school accepts them into an eligible degree 
or certificate program. 


Conflicting Information A discrepancy in the 
information that a school has regarding a student that 
affects his or her eligibility for federal student aid. A 
school must resolve conflicting information about a 
student before that student can receive federal student 
aid. 


Consolidated Financial Statements Financial 
statements that reflect the total economic entity (all 
entities with same management are presented together 
and all related party transactions are eliminated from 
the statements). For example, on a consolidated 
income statement a corporation that owns several 
individual schools would report the total of all of its 
schools’ activities. A consolidated balance sheet would 
report the combined assets except for claims against 
schools within its group. 


Consolidation ‘The process of combining one or more 
loans into a single new loan. 


Consortium A group of two or more eligible schools 
that interacts with the Department in the same manner 
as other schools, except that the business between the 
Department and the schools is channeled through a 
single point. 


Consortium Agreement A written agreement between 
two or more eligible schools. 


Consumer Financial Protection Bureau 

US. government agency that makes sure banks, 
lenders, and other financial companies treat citizens 
fairly. 


Consumer Information ‘The information that a school 
must provide about financial aid and its campus, 
facilities, student athletes, and gainful employment 
programs as well as information to promote campus 
security and fire safety and prevent drug and alcohol 
abuse, as required under HEA Sec. 485(f) and 34 CFR 
668.41—49. 


Continuing Education Coursework usually intended 
for adult and non-traditional students in which a 
student receives instruction that supplements his or 
her previous education. Student can only receive Title 
IV aid for continuing education classes and credits 
only when those courses and credits are applicable to a 
degree or certificate program. 
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Contra Account One of two or more accounts which 
partially or wholly offset another or other accounts; 
on financial statements, they may be either merged or 
appear together. 


Contractual Agreement A written agreement between 
an eligible school and an ineligible school. 


Control Documented activities, policies, and 
procedures that help an organization meet its 
objectives, attain its goals, and accomplish its mission. 


Control Account A general ledger account containing 
the correct total amount without containing the details. 
For example, Accounts Receivable could be a control 
account in the general ledger. Each day the total of the 
day’s credit and collections are posted to this account. 
However, the details involving students’ accounts will 
be found in a subsidiary ledger. 


Control Activities Control activities are actions 
supported by policies and procedures that help 
ensure management directives are carried out 
properly and in a timely manner. Control activities 
can be classified either as preventive or detective. 
Preventive controls (e.g., approvals) attempt to deter 
or prevent undesirable events. Detective controls (e.g., 
reconciliations) attempt to detect undesirable events. 


Control Environment or Internal Control Environment 
The overall attitude, awareness, and actions of 
directors and management (ie., “those charged with 
governance”) regarding the internal control system 
and its importance to the entity. A positive control 
environment is the foundation for all internal control 
standards. It provides discipline and structure as well 
as the climate of the workplace, which influences the 
quality of internal control. 


Control Objectives Goals or standards for reducing 
or eliminating potential risks to an organization’s 
mission. 


Control Systems The organizational structure, 
operational procedures, and administrative practices 
adopted by all levels of management to provide 
reasonable assurance that programs and administrative 
activities are effectively carried out. 


COO Chief Operating Officer 


Cooperative (aka Co-op) Education Program A 
program that integrates classroom learning and 
structured work experiences directly related to the 
goals and objectives of the student’s larger educational 
program. Students earn credit for successfully 
completed paid or unpaid Cooperative Work 
Experiences (CWE). 


A school must have a written policy that describes the 
formula (may be specified by the school’s state or 
accreditation agency) for converting the work portion 
of a Cooperative Education Program to credits. If the 
result equals or exceeds a full-time academic load, the 
co-op student is considered full time regardless of how 
many credits are earned for the co-op work. 


Coordinating Official A capable individual 
responsible for administering all the Title IV, HEA 
programs in which a school participates and for 
coordinating those programs with the institution’s 
other federal and nonfederal programs of student 
financial assistance. An individual is “capable” if 
certified by the state in which the school is located 
and the state requires certification of financial aid 
administrators. Other factors in determining capability 
include, but are not limited to, the individual’s 
successful completion of Title IV program training 
provided or approved by the Secretary and previous 
experience and documented success in administering 
the Title IV programs properly. 


COPPA Children’s Online Privacy Protection Act 


Correcting Entry A journal entry to correct an errone- 
ous amount previously entered in the general ledger. 


Correction Edit Codes (Pell Grant program only) If 
schools select to have their Pell Grant data corrected 
rather than rejected, the COD system automatically 
corrects the data and sends a response to the school 
that submitted the record indicating that a correction 
took place, the element corrected, the original value, 
and the corrected value. Edits that can be corrected, 
rather than rejected, are indicated with a C/R in 

the Volume II, Section 4—Edit codes in the COD 
Technical Reference. 


Corrective Action Actions needed to address an issue 
of noncompliance. 
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Corrective Action Plan (CAP) Statement of the 
corrective actions related to noncompliance, to include 
a responsible official, milestones toward completion 

of the action, metrics which measure progress and 
remediation, and dates when these milestones will 

be addressed. CAPs are to be maintained by the 
organization, and the status is to be reported as 
directed. 


Correspondence Course A course provided by an 
institution under which the institution provides 
instructional materials, by mail or electronic 
transmission, including examinations on the materials, 
to students who are separated from the instructor. 
Interaction between the instructor and student is 
limited, is not regular and substantive, and is primarily 
initiated by the student. Correspondence courses are 
typically self-paced. If a course is part correspondence 
and part residential training, the Department considers 
the course to be a correspondence course. Note: A 
correspondence course is not distance education. 


Correspondence Student Limitation The requirement 
that less than 50% of a school’s regular students be 
enrolled in correspondence courses for the school 

to be eligible to participate in the Title IV programs. 
This limitation may be waived for a school that offers 
a 2-year associate degree or 4-year baccalaureate 
degree program if it demonstrates to the Department 
that in that award year the students enrolled in 
correspondence courses receive no more than 5% of 
the total FSA program funds received by all of the 
school’s students. 


Cost The monetary value of resources used or 
sacrificed, or liabilities incurred to achieve an objective, 
such as to acquire or produce a product, or to perform 
an activity or service. Depending on the nature of 

the transaction, cost may be charged to operations 
immediately, i.e., recognized as an expense of the 
period, or to an asset account for recognition as an 
expense of subsequent periods. 


Cost of Attendance (COA) The cost in dollars, 

of a period of enrollment (such as an academic 
year). The COA for a student is an estimate of that 
student’s educational expenses for the period of 
enrollment. Defining a student's COA is the first 


step in establishing a student’s financial need. It sets 
the limit on the total need-based federal student aid a 
student may receive and is one of the components of 
the Pell Grant calculation. For a detailed explanation 
of the components included in Cost of Attendance see 
the Higher Education Act, as amended, Part F, Section 
472. 


COTR Contacting Officer Technical Representative 


COTW Corrections on the Web 
Coverdell Education Savings Account A type of tax- 
advantaged savings vehicle for college education. 


Covered Institution Any institution of higher 
education, proprietary institution of higher education, 
postsecondary vocational institution, or institution 
outside the United States, that receives any federal 
funding or assistance. 


CPA Certified Public Accountant 
CPS Central Processing System 


CPS/SAIG_ Central Processing System / Student Aid 
Internet Gateway 


CPS/SAIG Technical Support Call center that 
responds to questions about the Central Processing 
System (CPS), the Student Aid Internet Gateway 
(SAIG), Web products such as FAA Access to CPS 
Online, and assistance with software products such as 
EDconnect and EDExpress. Phone: 800-330-5947, 
8:00 a.m. to 8:00 p.m. (ET), Monday through Friday. 


CR Credit 
Credit Balance See Title IV Credit Balance. 


Credit Bureau An agency that gathers and stores 
credit information on individuals, and provides reports 
of that information to organizations from whom the 
individuals are seeking to obtain credit. Borrowers 
whose federal education loans are in default are 
reported to credit bureaus. 


A-14 


FSA HB September 2016 


Appendix A—Federal Student Aid Glossary and Acronyms 


Credit Check A check of a Direct PLUS Loan 
applicant’s credit record performed by COD to 
determine whether the individual has an adverse credit 
history. A credit check is generated when: (1) the COD 
system receives a Direct PLUS Loan Award; (2) the 
Direct PLUS Loan applicant completes a Direct PLUS 
Loan request via StudentLoans.gov; or (3) the school 
(after obtaining the applicant’s authorization) initiates 
a credit check on the web through COD. 


Credit Hour Except as provided in 34 CFR 

668.8(k) and (1), a credit hour is an amount of work 
represented in intended learning outcomes and 
verified by evidence of student achievement that is an 
institutionally established equivalency that reasonably 
approximates not less than 


¢ — one hour of classroom or direct faculty in- 
struction and a minimum of two hours of 
out of class student work each week for ap- 
proximately 15 weeks for one semester or tri- 
mester hour of credit, or 10 to 12 weeks for 
one quarter hour of credit, or the equivalent 
amount of work over a different amount of 
time; or 


¢ at least an equivalent amount of work as 
required in paragraph (1) of this definition for 
other academic activities as established by the 
institution including laboratory work, intern- 
ships, practica, studio work, and other academic 
work leading to the award of credit hours. 


Critical Audit Matters Those matters addressed 
during the audit that (1) involved the most difficult, 
subjective, or complex auditor judgments; (2) posed 
the most difficulty to the auditor in obtaining sufficient 
appropriate evidence; or (3) posed the most difficulty 
to the auditor in forming the opinion on the financial 
statements. Critical audit matters ordinarily are 
matters of such importance that they are included 

in the matters required to be (1) documented in the 
engagement completion document that summarizes 
the significant issues and findings from the audit; (2) 
reviewed by the engagement quality reviewer; 

(3) communicated to the audit committee; and (4) any 
combination of the three. 


Critical Matter Standard in the Auditor Report 
Requires an auditor to communicate in the auditor's 
report (when the auditor expresses an unqualified 
opinion) critical audit matters that were addressed 
during the audit of the current period’s financial 
statements. If the auditor determines that there are no 
critical audit matters, the auditor would state in the 
auditor’s report that the auditor determined that there 
are no such matters to communicate. 


Crossover Payment Period A payment period that 
spans two award years. 


CS/JLD Job Location and Development within the 
Community Service Work-Study Program. 


CSB Common Services for Borrowers 

CSC Customer Service Center 

CSID Common School Identifier 

CSL Community Service Learning (Program) 
CSR _ Customer Service Representative 


Current Funding Level (CFL) Total amount of cash 
available for a school to draw down at any point in 
time, and is a subset of the school ceiling amount 
(SCA). A school’s current funding level may be ad- 
justed based on the amount of substantiated cash. A 
change in CFL will directly impact the SCA. In G5, the 
CFL is called the Authorization. 


Current Liabilities Amounts owed by an entity for 
which the financial statements are prepared, and which 
need to be paid within the fiscal year following the re- 
porting date. 


CY Current Year 


FSA HB September 2016 


A-15 


Federal Student Aid Handbook Appendices, 2016-2017 


D 


Data Match The check that the CPS makes 

against other databases such as NSLDS and those 
maintained by other federal agencies: the Department 
of Defense, the Department of Justice, the Social 
Security Administration, the Department of Veterans 
Affairs, the Department of Homeland Security, and 
the Selective Service System. Data matches help to 
determine students’ eligibility for federal student aid. 


Data Release Number (DRN) A four-digit unique 
student identifier that schools may use in combination 
with an applicant’s identifying information to access 
the student’s record if the school was not listed on the 
Free Application for Federal Student Aid (FAFSA). 


Data Universal Numbering System (D-U-N-S) Number 
Identification code assigned to a school by Dun & 
Bradstreet. The D-U-N-S number represents a school 
as a unique financial entity. 


Dating violence Violence committed by a per- 

son who is or has been in a social relationship of a 
romantic or intimate nature with the victim; and 
where the existence of such a relationship shall be 
determined based on a consideration of the following 
factors: the length of the relationship, the type of re- 
lationship, and the frequency of interaction between 
the persons involved in the relationship. 


Day A calendar day, unless otherwise specified. 
DB Debit 


DCIA Debt Collection and The Debt Collection Im- 
provement Act of 1996 


DCL Dear Colleague Letter 


DCS _ Debt Collection Service (in ED) now Borrower 
Services and Collections 


DD214_ Department of Defense form 214. It is the 
form, received at separation, that certifies a 
veteran’s service. 


Dear Colleague Letter (DCL) An ad hoc publication 
by the Department of Education addressing significant 
policy, system, and training issues and intended for 
college financial aid administrators and other customers. 


Death Master File A list of SSNs associated with 
people who have died, maintained by the Central 
Processing System (CPS). 


Debarment of School Owners or Staff Suspension 

of one of the principals or employee of a school by 

a federal agency. Debarment prohibits that person 
from participating in any FSA program as long as the 
agency’s procedures include due process protections 
that are equivalent to those provided by ED. 


Debt Resolution Services Office (within Federal 
Student Aid’s Default Division) to which schools refer 
students who have received an overpayment of Title IV 
funds for collection. 


Debt-to-Earnings Ratio A measure that compares 
student indebtedness to earnings and is used to 
determine whether Title IV program funds can be 
used to pay for enrollment in gainful employment 
programs. 


Default The failure to meet any obligation or term of 
a credit agreement, grant, or contract. 


Default (Loan) A status that a loan is placed in if 
the borrower has failed to make a payment when 
due for the number of days allowed by the applicable 
regulations, or if the borrower violates other terms 
and conditions of the promissory note. Borrowers 
who default on federal education loans lose eligibility 
for further federal student aid, will have their default 
reported to national credit bureaus, and may have 
their wages garnished or tax refunds offset by the 
government. 


Default Division Office within Federal Student Aid 
responsible for the management collecting defaulted 
loans and student overpayments. 
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Default Prevention and Management Plan A plan 
that new schools, those with a change of ownership 
control, and those whose status as a main or branch 
campus changes must implement. New schools are 
exempt in certain circumstances. Schools with a cohort 
default rate > 30% must establish a default prevention 
task force that prepares a plan that 


¢ identifies the factors causing the default rate 
to exceed the threshold; 


¢ — establishes measurable objectives and steps 
the school will take to improve the default 
rate; and 


¢ specifies the actions the school will take to 
improve student loan repayment, including 
counseling students on repayment options. 


Defense Of Infancy A legal defense whereby a 
borrower asserts that they were too young to enter into 
an agreement. A borrower may not use a defense of 
infancy as part of any attempt to refuse to repay Title 
IV loans. HEA Section 484A(b)(2). 


Deferment (Loan) A period during which a 
borrower is entitled to have payments of principal 

and interest on federal education loans postponed 

if he or she meets the eligibility criteria for the 
deferment. Examples of reasons that entitle a borrower 
to deferment include enrollment in postsecondary 
education on at least a half time basis, unemployment, 
economic hardship, or qualifying active duty military 
service. 


Degree or Certificate Seeking Student A student 
enrolled in a course of credit who is recognized by the 
institution as seeking a degree or certificate. 


Dependency Override Action a financial aid 
administrator may take to change a student’s status 
for federal student aid from dependent to independent 
(the reverse is not permitted). There must be unusual 
circumstances to warrant an override, and the FAA 
must document those circumstances in the student’s 
file. 


Dependent of the Student The student’s dependent 
children and other persons (except the student's 
spouse) who live with and receive more than one-half 
of their support from the student and will continue 

to receive more than half of their support from the 
student during the award year. 


Dependent Student Any student who does not qualify 
as an independent student (see Independent Student). 
A FAFSA for a dependent student must include parent 
information. 


Dependents (of a student’s parents) The student, other 
dependent children of the student’s parents (whether 
or not they reside with the parents), including those 
children who are deemed to be dependent students 
when applying for aid under this title, and other 
persons who live with and receive more than one-half 
of their support from the parent and will continue to 
receive more than half of their support from the parent 
during the award year. 


Depository Account An account at a depository 
institution described in 12 U.S.C. 461(b)(1)(A), or 
an account maintained by a foreign institution at 
a comparable depository institution that meets the 
requirements of § 668.163(a)(1). 


Designated Department Official An official of the 
Department of Education to whom the Department 
has delegated responsibilities indicated in this part. 


Destination Point In the Electronic Data Exchange, 
the transmitter of FSA data (applications and/or 
corrections) through the FAA Access to CPS Online 
interface with EDExpress or through Third-Party 
software. The results of processing (ISIRs) as well 

as COD data and reports are transmitted to the 
destination point through the Student Aid Internet 
Gateway. This may be a postsecondary school servicing 
one or more schools or a service agent servicing 
multiple schools. 


Destination Point Administrator (DPA) The school 
employee responsible for ensuring secure access to the 
SAIG (a communication system between the school 
and ED systems). The DPA is responsible for assigning 
and providing access via SAIG for other employees of 
the school. 
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Deviation Departure from prescribed internal control 
procedures. Often expressed as a rate at which the 
departure occurs. 


DHS Department of Homeland Security 


DHS Match Flag Code on a SAR/ISIR indicating the 
results of a match with the Department of Homeland 

Security (DHS). An applicant’s FAFSA is sent to DHS 
if the applicant indicates on the FAFSA that he or she 

is an eligible noncitizen. 


DHS Secondary Confirmation Match Flag Code on 
a SAR/ISIR indicating the results from a secondary 
match with DHS for an applicant who failed primary 
confirmation of immigration status. 


Diploma Mill An entity that 


¢ charges someone a fee and requires him to 
complete little or no education or course- 
work to obtain a degree, diploma, or certifi- 
cate that may be used to represent to the gen- 
eral public that he has completed a program 
of education or training; and 


¢ lacks accreditation by an agency or associa- 
tion that is recognized as an accrediting body 
for institutions of higher education by the 
Secretary (pursuant to Part H, Subpart 2 of 
Title IV) or a federal agency, state govern- 
ment, or other organization that recognizes 
accrediting agencies or associations. Note 
that merely lacking accreditation does not 
make a school a diploma mill. 


Diploma School of Nursing A school affiliated with a 
hospital or university, or an independent school, which 
provides primarily or exclusively a two-year program 
of postsecondary education in professional nursing, 
leading to the equivalent of a diploma in the United 
States or to equivalent indicia that the program has 
been satisfactorily completed. 


Direct Assessment Program An instructional program 
that, in lieu of credit hours or clock hours as a measure 
of student learning, utilizes direct assessment of 
student learning, or recognizes the direct assessment 
of student learning by others. The assessment must be 
consistent with the accreditation of the institution or 
program utilizing the results of the assessment. 


Direct Consolidation Loan A Direct Loan created 
from the outstanding balances of other pre-existing 
federal education loans. 


Direct Cost The cost of resources directly consumed 
by an activity. Direct costs are assigned to activities 
by direct tracing of units of resources consumed by 
individual activities. 


Direct Disbursement (to a student or parent) Paying 
FSA funds directly to a student or parent by 


¢ — issuing a check or other instrument payable 
to and requiring the endorsement or certifi- 
cation of the student or parent (a check is is- 
sued if the school releases or mails the check 
to a student or parent, or notifies the student 
or parent that the check is available for 
immediate pickup); or 


¢ — initiating an EFT to a bank account desig- 
nated by the student or parent, including 
transferring funds to stored-value cards and 
debit cards; or 


¢ providing cash to the student or parent, pro- 
vided that the school obtains a signed receipt 
from the student or parent. 


Direct Loan 30-Day Warning Report A listing of 
unbooked loans for which COD has not received the 
elements required for booking. The report also lists 
MPNs received by COD that do not have an accepted 
origination record. The report is sent to the school’s 
SAIG mailbox on a monthly basis (if data for the 
given month exists for the report). The report is also 
available via the COD website (cod.ed.gov). 


Direct Loan Counseling Report Lists students 
who have completed entrance counseling, financial 
awareness counseling, and exit counseling on the 
StudentLoans.gov website. This report is available at 
cod.ed.gov. 
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Direct Loan Delinquent Borrower Report Lists 
borrowers who are at least 31 days delinquent in their 
Direct Loan payments. The report gives the most 
recent contact information for the borrower and can 
be used in default reduction efforts by helping schools 
identify and contact borrowers. The Delinquent 
Borrower Report is available by subscription or on 
request from the Direct Loan Servicing Center. A 
report of borrowers delinquent in payment to loan 
servicers is available through the National Student 
Loan Data System (NSLDS). 


Direct Loan Duplicate Student Borrower Report Lists 
student borrowers for which the COD system has 
multiple subsidized/unsubsidized awards with 
overlapping academic years within the same award 
year. Schools should monitor this report and contact 
other schools involved to verify that the student’s 
academic and award years are correct in both COD 
and the schools’ systems. Failure to monitor this report 
may cause records to reject in COD for going over the 
annual Stafford limits. This report is available at 
cod.ed.gov. 


Direct Loan Exit Counseling Completion Report 

Lists students who have completed exit counseling 
on the StudentLoans.gov website, or students who 
completed counseling by another means whose 
information was uploaded by the school to NSLDS. 
Schools should monitor this report to assist with their 
default reduction efforts and insure compliance with 
exit counseling requirements. This report is available 
from the NSLDS Professional Access website, in 
detail and summaty versions and online, both as a 
scheduled report or on demand. Note that although 
students complete entrance and exit counseling on 
Studentloans.gov, it is NSLDS that exit counseling 
reports to schools. 


Direct Loan Expired MPN Report Lists MPNs that 
have expired (become inactive) within the last 30 days. 
This report is available at cod.ed.gov and the school’s 
SAIG mailbox. 


Direct Loan Inactive Loans Report _ Lists all the loans 
a school has reduced to zero ($0) for the reporting 
period. This report is available at cod.ed.gov and via 
the school’s SAIG mailbox. 


Direct Loan MPN Discharge Report Lists MPNs 
that have become inactive within the last 30 days due 
to discharges for death, unauthorized signature, or 
identity theft. This report is available at cod.ed.gov. 


Direct Loan MPNs Due to Expire Report Lists MPNs 
that will expire (become inactive) within the next 60 
days. This report is available at cod.ed.gov. 


Direct Loan Pending Disbursement Listing 

Report Informs schools of loans with anticipated 
disbursement dates (Disbursement Release Indicator 
[DRI] set to false) on file at COD and the dates of 
those anticipated/pending disbursements. This report 
is available at cod.ed.gov. 


Direct Loan Program Loan A loan made under the 
William D. Ford Federal Direct Loan Program. 


Direct Loan Rebuild File A file that can used to 
rebuild a lost or corrupted Direct Loan Database, or 
recreate specific student records. School mays request 
this file at cod.ed.gov. 


Direct Loan Repayment Plan Any of the repayment 
plans under which Direct Loan borrowers can repay 
their loans. Available repayment plans are: Standard 
Repayment Plan, Graduated Repayment Plan, 
Extended Repayment Plan, Income-Based Repayment 
(IBR) Plan, Pay As You Earn Plan, and Income- 
Contingent Repayment (ICR) Plan. Parent Direct 
PLUS Loan borrowers may only choose from the 
Standard, Graduated, and Extended plans. 


Direct Loan School Account Statement (SAS) 

A COD-generated statement, created monthly 
(comparable to a bank statement), that summarizes 

a school’s processing activity for the month. The SAS 
provides the Department's official ending cash balance 
from records submitted by the school. A school 

will receive this report on a monthly basis until the 
Department has officially closed the school’s activity 
for a program year. This report is available via the 
school’s SAIG mailbox. 
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Direct Loan Tools A multi-year Windows-based 
application available at fsadownload.ed.gov that 
schools can use to 


¢ compare the SAS to loans and actual 
disbursements recorded in the school’s data- 
base or the DL Tools cash database; 


¢ print the SAS in a readable format; 
¢ — track cash receipts and refunds of cash; and 


¢ — rebuild DL origination and disbursement 
records in EDExpress. 


Direct PLUS Consolidation Loan The portion of a 
Direct Consolidation Loan attributable to Direct PLUS 
Loans, Direct PLUS Consolidation Loans, Federal 
PLUS Loans, and Parent Loans for Undergraduate 
Students that were repaid by a consolidation loan. The 
borrower is responsible for the interest that accrues 
during any period. 


Direct PLUS Loan A loan made under the Federal 
Direct PLUS Program. 


Direct Subsidized Consolidation Loan The portion 
of a Direct Consolidation Loan attributable to certain 
subsidized Title IV education loans that were repaid 
by a consolidation loan. Interest is not charged to the 
borrower during deferment periods or for a borrower 
whose consolidation application was received before 
July 1, 2006, during in-school and grace periods. 


Direct Subsidized Loan A loan made under the 
Federal Direct Stafford/Ford Loan Program. 


Direct Unsubsidized Consolidation Loan The 

portion of a Direct Consolidation Loan attributable 

to unsubsidized Title IV education loans, certain 
subsidized Title IV education loans, and certain 

other federal education loans that were repaid by a 
consolidation loan. The borrower is responsible for the 
interest that accrues during any period. 


Direct Unsubsidized Loan A loan made under the 
Federal Direct Unsubsidized Stafford/Ford Loan 
Program. 


Disaster-Affected Student In FWS, A student enrolled 
at an institution who (1) received an FWS award 

for the award period during which a major disaster 
occurred; (2) earned FWS wages from an institution 
for that award period; (3) was prevented from fulfilling 
his or her FWS obligation for all or part of the FWS 
award period because of the major disaster; and 

(4) was unable to be reassigned to another FWS job. 


Disbursement ‘The crediting of a student’s account or 
paying a student or parent directly with 


¢ — FSA funds received from the Department; or 


¢ school funds labeled as FSA funds in advance 
of receiving actual FSA funds. 


Disbursement Record An electronic record sent from 
a school to COD notifying the Department when a 
Pell, TEACH Grant, or Direct Loan disbursement will 
be or has been made to a student. 


Disbursement Release Indicator (DRI) A “tag” on the 
Common Record that designates a record as an Actual 
Disbursement Record. It signals the COD System to 
post the amount of disbursement to an award (loan/ 
grant). 


Discharge (Loan) Cancellation of the balance due on 
a federal education loan. Reasons for discharge of a 
loan include the borrower’s death (or the death of the 
student on whose behalf a parent obtained a Direct 
PLUS Loan), the borrower’s total and permanent 
disability (as defined in the Department’s regulations), 
school closure, and certain other conditions as 
specified in the Department’s regulations. 


Disclosure Statement See Loan Disclosure Statement. 


Disclosures Information that postsecondary 
institutions must make available to students and the 
public generally, such as information about their 
academic programs, costs, withdrawal procedures, 
refunds, accreditation, athletic programs, crime and 
safety, etc. 


Discount The difference between the estimated 
worth of a future benefit and its present value; a 
compensation for waiting or an allowance for returns 
from using the present value of these returns in other 
ways. 
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Discretionary Program Program for which outlays 
are controlled by annual appropriation acts. Annual 
appropriation acts are required to fund the continuing 
operation of all federal programs that are not 
“mandatory” (compare to Entitlement Programs). 


Disposable Income That part of an individual’s 
compensation from an employer and other income 
from any source, including spousal income, that 
remains after the deduction of any amounts required 
by law to be withheld, or any child support or alimony 
payments that are made under a court order or legally 
enforceable written agreement. Amounts required 

by law to be withheld include, but are not limited 

to, federal, state, and local taxes, Social Security 
contributions, and wage garnishment payments. 


Distance Education ‘Training that uses one or more 
of the technologies below to deliver instruction to 
students who are separated from the instructor and to 
support regular and substantive interaction between 
the students and the instructor, either synchronously 
or asynchronously. The technologies may include 


¢ the Internet; 


¢ — one-way and two-way transmissions through 
open broadcast, closed circuit, cable, micro- 
wave, broadband lines, fiber optics, satellite, 
or wireless communications devices; 


¢ audio conferencing; or 


¢ — video cassettes, DVDs, and CD-ROMS, if the 
cassettes, DVDS, or CD-ROMS are used in 
a course in conjunction with any of several 
other technologies. 


DL Direct Loan 
DLC _ Direct Loan Consolidation 


DMRS _ Deposit Message Retrieval System (Treasury 
Department) 


DOB Date of Birth 
Documentation A written explanation that describes 


a topic so that an independent third party can 
understand it. Documentation includes explanations 


of program mission and functions, component control 
techniques, summary of the steps taken in conducting 
an internal control review, and the operation of a 
financial system. 


DOD Department of Defense 


DoD Match The result on a SAR/ISIR from the 
match with the Department of Defense (DoD) to 
determine if the applicant’s parent was a member of 
the armed forces who died as a result of service in Iraq 
or Afghanistan after September 11, 2001. 


DOJ Department of Justice 


Domestic violence A felony or misdemeanor crime 
of violence committed by 


¢ —acurrent or former spouse or intimate part- 
ner of the victim, 


¢ —aperson with whom the victim shares a child 
in common, 


¢ —aperson who is cohabitating with or has 
cohabited with the victim as a spouse or inti- 
mate partner, 


¢ —aperson similarly situated to a spouse of the 
victim under the domestic or family violence 
laws of the jurisdiction receiving grant mon- 
ies [under VAWA], or 


¢ any other person against an adult or youth 
victim who is protected from that person's 
acts under the domestic or family violence 
laws of the jurisdiction. 


DPA Destination Point Administrator 


Draft Cohort Default Rate ‘The rate the Department 
issues for review before issuing an official cohort 
default rate. A draft cohort default rate is used only for 
the purposes described in 34 CFR 668.185. 


DRAP Default Reduction Assistance Program 


Drawdown (also Cash Receipt) A school’s request for 
and subsequent transmission of funds to the school 
via G5. A drawdown occurs when a school (or COD) 
initiates a request for funds through G5, and the funds 
are transmitted from the U.S. Department of the 
Treasury to the school’s bank account. 
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Drawdown Adjustment An adjustment made in G5, 
where a drawdown is moved from one award year to 
another award year. This usually is done to correct an 
error (mistakenly requesting funds from the wrong 
award year, or to change the amount of the request 
before the funds are received by the school). 


DRI Disbursement Release Indicator 
DRN _ Data Release Number 
DRP_ Disaster Recovery Plan 


DRT Data Retrieval Tool 


Drug Abuse Hold A legal judgment that bars an 
applicant from receiving certain federal benefits, 
including Title IV aid, due to a federal or state 
conviction for drug possession or trafficking. The 
Central Processing System (CPS) maintains a file of 
individuals who have received a drug abuse hold, and 
all applicants are checked against this list. 


DTIC Defense Technical Information Center 


Due Diligence (in the loan programs) ‘The use of 
extensive persistent procedures for servicing and 
collecting student loans. Also the full and timely 
disclosure to student borrowers of their rights and 
obligations. 


D-U-N-S_ Data Universal Numbering System (by 
Dun & Bradstreet) 


Duplicate SSN Flag This flag on a SAR/ISIR is set to 
“Yes” if another record was found in the CPS database 
with the same SSN but a different last name. 


E 


EA Enterprise Architecture 


e-App Electronic Application to Participate (in the 
Federal Student Aid Programs) 


Early Disbursement A disbursement of federal 
student aid made to a student up to 10 days before the 
first day of classes for a payment period or period of 
enrollment, as applicable. 


Early Intervention Services ‘Those services defined 
in section 632(4) of the Individuals with Disabilities 
Education Act that are provided to infants and 
toddlers with disabilities. 


Earned In cash accounting, an item is “earned” 
and reported as revenue when cash is received. 
Under accrual accounting an item has been “earned” 
and is reported as revenue when a service has been 
performed or product delivered, not when cash is 
received. 


ECAR Eligibility and Certification Approval Report 
eCB_ Electronic Campus-Based System 

eCDR_ Electronic Cohort Default Rate 

eCFR Electronic Code of Federal Regulations 

ED United States Department of Education 


EDCAPS Education Central Automated Processing 
System 


ED Pubs The website where customers can order 
hard copies of Department publications and download 
an electronic copy in Portable Document Format 
(PDF). 


EDE Electronic Data Exchange 


EDExpress_ A PC application that processes, packages, 
and manages FSA records. FSA provides EDExpress 
free of charge to postsecondary schools that participate 
in its Electronic Data Exchange (EDE) process. 


EDGAR Education Department General Administra- 
tive Regulations 
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Edit Codes These codes communicate unique 
messages from the COD System when a school’s 
reported student data is found to be in error or 
inconsistent with related data. 


Edit Only Record Inthe COD process, a record sent 
with anticipated disbursement information for editing 
purposes only. Edit Only Records may originate an 
award, but are not intended to request or report funds. 
Schools using the Common Record submit a record 
with the Disbursement Release Indicator set to False. 


EDP Electronic Data Processing 


EDUCATE Department of Education Federal Stu- 
dent Aid Network 

Education Central Automated Processing System 
(EDCAPS) Department of Education system that 
integrates the Department’s financial processes, 
including financial management, contracts and 
purchasing, grants administration, and payment 
management. EDCAPS integrates four formerly 
separate system modules into a single system 
consisting of 


¢ Financial Management Systems Software; 
¢ Travel Management; 


¢ Contracts and Purchasing Support System; 
and 


¢ Grant Management System (G5). 


Education Loan Except when used as part of the term 
“private education loan,” 


¢ any loan made, insured, or guaranteed under 
the Federal Family Education Loan (FFEL) 
Program; 


¢ any loan made under the William D. Ford 
Federal Direct Loan Program; or 


¢ a private education loan. 


Educational Program A legally authorized 
postsecondary program of organized instruction 

or study that leads to an academic, professional, or 
vocational degree, or certificate, or other recognized 
educational credential, or is a comprehensive transition 
and postsecondary program. 


Educational Service Agency A regional public multi- 
service agency authorized by state law to develop, 
manage, and provide services or programs to local 
educational agencies as defined in section 9101 of the 
Elementary and Secondary Education Act of 1965, as 
amended. 


EEBC Employee Enterprise Business Collaboration 
EFA Estimated Financial Assistance 
EFC Expected Family Contribution 


Effective Internal Control Reasonable assurance that 
operational objectives are achieved, that published fi- 
nancial statements are reliably prepared, and that the 
entity complies with applicable laws and regulations. 


EFT Electronic Funds Transfer (see also ACH/EFT) 
EIC Earned Income Credit 
EIN Employer Identification Number 


Electronic Data Exchange (EDE) An electronic 
exchange system between the central processor and an 
institution under which 


¢ —astudent is able to transmit his or her 
application information to the central 
processor through his or her institution and 
an ISIR is transmitted back to the institution; 


¢ —astudent through his or her institution is 
able to transmit any changes in application 
information to the central processor; and 


¢ an institution is able to receive an ISIR from 
the central processor for a student. 


Electronic Data Request (in COD) A file sent by a 
school to the Common Origination and Disbursement 
(COD) system containing a request for information. 

A school can receive reconciliation files, multiple 
reporting records, year-to-date (YTD) data, electronic 
statements of account (ESOA) data, Potential 
Overaward Project (POP) reports, and/ or verification 
status reports. 
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Electronic Funds Transfer (EFT) (in general use) 
Generic term describing any transfer of funds between 
parties or depository institutions through electronic 
data systems 


Electronic Funds Transfer (EFT) (in cash management) 
A transaction initiated electronically instructing the 
crediting or debiting of a financial account, or an 
institution’s depository account. For purposes of 
transactions initiated by the Department, the term 
“EFT” includes all transactions covered by 31 CFR 
208.2(f). For purposes of transactions initiated by or on 
behalf of an institution, the term “EFT” includes, from 
among the transactions covered by 31 CFR 208.2(f), 
only Automated Clearinghouse transactions. 


Electronic Processes The connections that schools 
are required to make to various Department websites 
(e.g., the COD website) to be in compliance with 
administrative capability requirements. 


Electronic Signatures in Global and National Commerce 
Act (E-Sign Act) Enacted on June 30, 2000, the 
E-Sign Act provides, in part, that a signature, contract 
or other record relating to a transaction may not 

be denied legal effect, validity or enforceability 

solely because it is in electronic form, or because an 
electronic signature or electronic record was used 

in its formation. Voluntary consent to participate in 
electronic transactions is required for all financial 
information provided or made available to student 
loan borrowers, and for all notices and authorizations 
to FSA recipients required under 34 CFR 668.165. 


Electronic Statement of Account (ESOA) An official 
statement from ED that sets a school’s authorization 
level for the upcoming award year and projects 
adjustments to the school’s FSA program funding 
needs. It summarizes the status of a school’s Current 
Funding Level (CFL) as it compares to the net 
drawdowns for the award year. An ESOA also details 
the amount expended to date. ESOAs are produced 
for the Federal Pell Grant Program. ED produces an 
ESOA whenever there is an adjustment to a school’s 
current FSA program authorization. 


Elementary School A nonprofit institutional day 

or residential school, including a public elementary 
charter school, that provides elementary education, as 
determined under State law. 


Eligible Applicant A student in an approved course 
of study who has submitted a Free Application for 
Federal Student Aid (FAFSA) and meets the eligibility 
requirements for Title IV financial aid. The student 
must be currently enrolled or be a prospective 

student at a postsecondary school which is eligible to 
participate in the Title IV programs. 


Eligible Career Pathway Program A program that 


1. concurrently enrolls participants in connect- 
ed adult education and eligible postsecond- 
ary programs; 


2. provides counseling and supportive services 
to identify and attain academic and career 
goals; 


3. provides structured course sequences that 
e are articulated and contextualized; and 


e allow students to advance to higher levels 
of education and employment; 


4. provides opportunities for acceleration to 
attain recognized postsecondary credentials, 
including degrees, industry relevant certifica- 
tions, and certificates of completion of 
apprenticeship programs; 


5. is organized to meet the needs of adults; 


6. is aligned with the education and skill needs of 
the regional economy; and 


7. has been developed and implemented in col- 
laboration with partners in business, workforce 
development, and economic development. 

PL 113-235—Dec. 16, 2014. HEA 484D 


Eligible Citizen (Categories) Individuals in these 
citizenship categories are potentially eligible to receive 
at least one type of Title IV aid. Categories of eligible 
citizenship include: U.S. citizens, U.S. nationals, 
citizens of the Freely Associated States, U.S. permanent 
residents, and certain eligible non-US. citizens. Not 

all types of eligible citizen are eligible to receive all 
types of Title IV aid. See also Freely Associated States, 
eligible noncitizen. 
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Eligible Institution An institution that qualifies as 


¢ an institution of higher education, as defined 
in 34 CFR 600.4; 


¢ —aproprietary institution of higher education, 
as defined in § 600.5; or 


¢ a postsecondary vocational institution, as 
defined in § 600.6; and 


¢ meets all the other applicable provisions of 
§ 600. 


Eligible Noncitizen |Animmigration status that 
meets the requirements of 34 CFR 668.33(a)(2). 

That is, a student who is not a U.S. citizen, but is still 
potentially eligible to receive at least one type of Title 
IV aid. Types of eligible noncitizens include: lawful 
permanent residents, conditional resident aliens, 
refugees, persons granted asylum, persons paroled into 
the U.S. for at least one year, Cuban-Haitian entrants, 
conditional entrants, victims of human trafficking, 
battered immigrants-qualified aliens, students of the 
Freely Associated States, and Jay treaty students. Not 
all types of eligible noncitizen are eligible to receive all 
types of Title IV aid. 


Eligible Nonparticipating School A school that 
chooses to establish eligibility for the FSA programs 
but not to participate in them. Designation as an 
eligible institution qualifies a school or its students to 
take advantage of non-FSA programs or benefits, such 
as the American Opportunity and Lifetime Learning 
tax credits and qualifies its students for deferments of 
federal student loans. 


Eligible Postbaccalaureate Program 

A postbaccalaureate academic program in teacher 
certification that is Pell Grant eligible. A student may 
receive a Pell Grant for enrollment in such a program, 
if 


¢ the program does not lead to a graduate de- 
gree; 


¢ — the school offering the program does not also 
offer a bachelor’s degree in education; 


¢ — the student is pursuing an initial teacher 
certification or licensing credential within a 
state; and 


¢ — the program consists of the courses required 
by a state to receive a professional certifica- 
tion or licensing credential necessary for 
employment as a teacher in an elementary or 
secondary school in that state. 


Eligible Program An educational program that is 
provided by a participating institution and meets 
the requirements in 34 CFR 668.8(c) and (d) for 
participating in the FSA programs. For a detailed 
explanation of an Eligible Program see the Higher 
Education Act, as amended, Part F, Section 481(b). 


Eligible Student A regular student enrolled, or 
accepted for enrollment, in an eligible program at 

an eligible institution, who meets the general and 
program requirements in 34 CFR 668.32 and 668.38, 
the citizenship requirements in 34 CFR 668.33, and 
satisfactory academic progress requirements in 

34 CFR 668.34, who is not in default of a debt to the 
department under the HEA, and not in violation of 
the prohibitions of 34 CFR 668.40. Male students who 
are 18, or are above the age of 18, must be registered 
with the Selective Service to be eligible. For a detailed 
explanation of Student Eligibility, see the Higher 
Education Act, as amended, Part F, Section 484. 


Eligibility and Certification Approval Report (ECAR) 
A summary of an institution’s eligibility/certification 
information (Title IV program participation, 
institution’s accreditor, state authorization, staff, 
additional locations and eligible vocational programs). 


Eligibility Used (Pell) A percentage calculated by 
summing all of the accepted actual disbursement 
records for a student at the attended institution in a 
award year and dividing that amount by the Scheduled 
Federal Pell Grant Award at the attended institution. 


Emancipated Minor A person who has not reached 
the age of majority but is released from control of his 
or her parent or guardian, as adjudicated by a court of 
competent jurisdiction in the state of the student's legal 
residence at the time of the adjudication. 
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Emergency Action Action taken by the Department 
to suspend a school’s or third-party’s participation in 
the Title IV programs if the Department 


¢ — receives reliable information that the school 
or third-party servicer is in violation of 
applicable laws, regulations, special arrange- 
ments, agreements, or limitations entered 
into under the authority of statutes applicable 
to Title IV of the HEA; 


¢ determines that immediate action is neces- 
sary to prevent the likelihood of substantial 
losses by the federal government, parent bor- 
rowers, or students; and 


¢ determines that the likelihood of loss exceeds 
the importance of following the procedures 
for limitation, suspension, or termination. 


Emergency Response and Evacuation Plan The 
procedures a school must develop for emergency 
response and evacuation and of which it must 
include a description in its annual security report 

to the campus community. A school must develop 
procedures to immediately notify the campus 
community upon the confirmation of a significant 
emergency or dangerous situation involving an 
immediate threat to the health or safety of students or 
employees occurring on the campus. 


Employer Identification Number (EIN) Identifying 
number issued by the IRS to businesses for tax filing 
purposes. The EIN preceded by the letters “ED” is 
the password for accessing the Electronic Application 
(e-App) that schools use to apply for and update 
institutional FSA eligibility. 


eMPN Electronic Master Promissory Note 


Endorser An individual who agrees to repay a Direct 
PLUS Loan if the borrower does not repay the loan. 


Endowed Fund Usually a permanently restricted 
asset for which the principal portion must be retained 
indefinitely. The earnings from an endowed fund could 
be unrestricted or temporarily restricted. 


English Language Acquisition ‘The process of 
acquiring English as a second language. 


Enrolled The status of a student who has 


¢ completed the registration requirements (ex- 
cept for the payment of tuition and fees) at 
the institution that he or she is attending; or 


¢ been admitted into an educational program 
offered predominantly by correspondence 
and has submitted one lesson, completed by 
him or her after acceptance for enrollment, 
and without the help of a representative of 
the institution. 


Enrollment Date The earliest date a student was 
enrolled in an eligible program for the designated 
award year. 


Enrollment Reporting (in NSLDS) The process used 
by schools to report student enrollment data to the 
Department. Enrollment reporting can occur online in 
real time, or through file exchange using SAIG. 


Enrollment Reporting Profile (in NSLDS) A webpage 
that displays information about the school for the 
enrollment reporting process. The page displays the set 
up for organizations that report or receive enrollment 
status information about students receiving federal 
student aid. The Profile includes file preferences, 
administrator relationships for school locations sharing 
the same OPEID, and the reporting schedule one year 
into the future and six months into the past. 


Enrollment School Code The 8 digit code (Office 

of Postsecondary Education Identification Number 
[OPE ID]) for the physical location where the student 
is attending classes that is reported in the COD 
disbursement record to ensure a student is listed on 
the correct NSLDS Enrollment Roster. 


Enrollment Status Full-time, three-quarter-time, 
half-time, or less-than-half-time, depending on a 
student’s credit-hour work load per academic term, 
at an institution using semesters, trimesters, quarters, 
or other academic terms and measuring progress by 
credit hours. All levels are relative to full time. At an 
institution using clock hours, 24 hours a week is full 
time and 12 hours a week is half-time. 
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Entitlement Program A program in which the 
federal government becomes automatically obligated 
to provide benefits to members of a specific group 
who meet the requirements mandated by law. 
Programs for which outlays are not controlled by 
annual appropriation acts (compare to Discretionary 
Program). 


Entity Identifier On the Common Record, the unique 
routing identifier for each data exchange partner 

(e.g., school, third-party servicer, vendor, etc.). When 
performing entity searches via COD website, the Entity 
ID is the school’s COD identifier, Pell ID, Direct Loan 
ID or OPE ID. 


Entrance Counseling Information about loan 
terms and conditions, along with debt management 
strategies, that first-time student borrowers are 
required to receive before they may receive their first 
Direct Loan disbursement. Entrance Counseling is 
available on StudentLoans.gov. 


Equity Ratio A measure of a school’s capital 
resources and its ability to borrow, used when 
calculating the composite score. The equity ratio 

is expressed as a fraction with the modified equity 
as the numerator and the modified expenses as the 
denominator. 


Equivalent of an Associate Degree An associate 
degree, or the successful completion of at least a two- 
year program that is acceptable for full credit toward a 
bachelor’s degree and qualifies a student for admission 
into the third year of a bachelor’s degree program. 


ESAR Electronic Student Aid Report 


Escheat The reversion of funds to an unintended 
Third-Party, (e.g., when a FSA credit balance check 
to a student is not cashed, and the funds remain in 
the school’s account or are transferred to the state’s 
escheatment account). Schools must have a process to 
ensure that FSA program funds never escheat to the 
state or any other third party. 


ESL Program English as a Second Language program. 
Students enrolled in a program consisting solely of ESL 
instruction are eligible for FSA funds only from the 
Pell Grant program. 


ESI Experimental Sites Initiative authorized by Sec- 
tion 487A of the Higher Education Act. 


e-SIGN Electronic Signatures in Global and National 
Commerce Act 


ESL English as Second Language 
ESOA Electronic Statement of Account 


Estimated Financial Assistance (EFA) Funds that 
must be considered during the Title IV aid packaging 
process. EFA includes aid received from Title IV 
programs (exception: Iraq and Afghanistan Service 
Grant), as well as all other as grants, scholarships, loans 
and need-based employment that can be anticipated 

at the time a school is packaging aid for a student. 

The student’s packaged Title IV aid plus EFA may not 
exceed a student’s need. 


Excess Cash Any amount of federal student aid funds, 
other than Federal Perkins Loan Program funds, that 
an institution does not disburse to students or parents 
by the end of the third business day following the date 
the institution 


¢ — received those funds from the Department; 
or 


¢ — deposited or transferred to its federal 
account previously disbursed federal student 
aid program funds received from the 
Department, such as those resulting from 
award adjustments, recoveries, or 
cancellations. 


Excess Liquid Capital (in Perkins) ‘The amount by 
which the funds a school has available (cash on hand 
plus anticipated collections) to make Perkins loans in 
an award year significantly exceeds the loans a school 
anticipates making for that award year. 
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Exit Counseling Available on StudentLoans.gov, it 
provides information about loan terms and conditions, 
with emphasis on repayment requirements and debt 
management strategies, that each school participating 
in the federal education loan programs must ensure 

is provided to student borrowers. For Perkins Loan 
borrowers, the counseling must take place before the 
borrower leaves school, or as soon as possible after the 
school becomes aware that the borrower is no longer 
attending classes. For Direct Loan and FFEL student 
borrowers, the counseling must take place shortly 
before the borrower ceases to be enrolled at least half 
time, or as soon as possible after the school becomes 
aware that the borrower is no longer enrolled half time. 


Expected Family Contribution (EFC) The amount a 
student and the student’s family may be reasonably 
expected to contribute toward the student’s 
postsecondary education for the academic year. 


Expedited Determination Letter (EDL)  Fast- 

track versions of the preliminary report and final 
determination letter to the institution regarding 
findings identified during a program review. Used only 
under conditions described in the procedures. 


Expired Appropriations or Accounts Appropriation 
accounts in which the balances are no longer available 
for incurring new obligations because the time 
available for incurring such obligations has passed. 


Extended Processing (Direct Loan) The Direct Loan 
Program provides relief from close-out processing 
deadlines for extenuating circumstances. An institution 
may request extended processing if it is unable to 

meet the processing deadline (also known as Closeout 
Deadline). The Department grants extended processing 
due to either an event such as a natural disaster, or a 
processing error. 


Extended Processing (Pell Grant) The Federal Pell 
Grant Program provides relief from processing 
deadlines in extenuating circumstances. A school may 
request administrative relief when it is unable to meet 
the September 30 deadline for submitting records, 
due to either an event, such as a natural disaster, or a 
processing error. 


eZ Audit A web application designed by the U.S. 
Department of Education that provides schools with 

a paperless, single point of submission, for financial 
statements and compliance audits required by Title IV 
participants. 


F 
FAA Financial Aid Administrator 


FAA Access to CPS Online A website that financial 
aid administrators use to enter application data, view 
ISIR information, and make corrections. It is located at 
fafsa.ed.gov/FOTW WebApp/faa/faa.jsp. 


Faculty Member at a Tribal College or University An 
educator or tenured individual who is employed by 

a Tribal College or University, as that term is defined 
in section 316 of the HEA, to teach, research, or 
perform administrative functions. For purposes of this 
definition, an educator may be an instructor, lecturer, 
lab faculty, assistant professor, associate professor, full 
professor, dean, or academic department head. 


FADL Final Audit Determination Letter 
FAFSA See Free Application for Federal Student Aid 


FAFSA on the Web (FOTW’) _ The online version of 
the FAFSA and the website where it is accessed. 


FAFSA Processor The data entry processor for 

a processing year under contract with the U.S. 
Department of Education. The FAFSA processor 
receives paper applications, paper SAR corrections, 
and paper signature pages in the mail, performs 
document analysis to ensure that the data is acceptable, 
and handles missing or unacceptable responses. 

The processor images the application, enters the 
information from the application, and transmits the 
data and image electronically to the CPS. 


Failure to Register A condition wherein a male 
student knowingly and willingly failed to register for 
the Selective Service before his 26th birthday. 


Fair Value The amount at which an asset or liability 
could be exchanged in a current transaction between 
willing parties, other than in a forced or liquidation 
sale. 
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Family (for purposes of separation of functions) 
A parent, sibling, spouse, child, spouse’s parent or 
sibling’s, or child’s spouse. 


Family Contribution or Expected Family Contribution 
The amount which the student and the student’s family 
may be reasonably expected to contribute toward the 
student’s postsecondary education for the academic 
year for which the determination is made. For a 
detailed explanation of the components included in 
Cost of Attendance see the Higher Education Act, as 
amended, Part F, Sections 473-477. 


Family Educational Rights and Privacy Act (FERPA) 
The Act that sets limits on the disclosure of personally 
identifiable information from school records and 
defines the rights of the student to review the records 
and request a change to the records. FERPA generally 
gives postsecondary students the right to 


* — review their education records, 


* seek to amend inaccurate information in 
their records, and 


¢ — provide consent for the disclosure of their 
records. 


Family Size In the case of a dependent student, 
family size includes 


¢ ifthe parents are not divorced or separated, 
family members include the student's 
parents, and the dependents of the student's 
parents including the student. (Unmarried 
parents living together are both considered 
part of the household, and both incomes 
must be reported.); 


¢ ifthe parents are divorced or separated, 
family members include the parent whose 
income is included in computing available 
income and that parent’s dependents, includ- 
ing the student; and 


¢ — ifthe parents are divorced and the parent 
whose income is so included is remarried, or 
if the parent was a widow or widower who 
has remarried, family members also include, 
in addition to those individuals referred to 
in subparagraph (B), the new spouse and any 
dependents of the new spouse if that spouse's 
income is included in determining the par- 
ents’ adjusted available income. 


In the case of an independent student, family size 
includes 


¢ — the student, the student’s spouse, and the de- 
pendents of the student; and 


¢ — ifthe student is divorced or separated, family 
members do not include the spouse (or ex- 
spouse), but do include the student and the 
student’s dependents. 


FAO Financial Aid Office (also, Officer) 
FASB Financial Accounting Standards Board 
FC Family Contribution 

FCC Federal Capital Contribution (Perkins) 
FDIC Federal Deposit Insurance Corporation 


FDLP/DL The William D. Ford Federal Direct Stu- 
dent Loan Program 


FEA Federal Enterprise Architecture 


Federal Accounting Standards Advisory Board 
(FASAB) Group authorized by the accounting 
profession to establish generally accepted accounting 
principles (GAAP) applicable to federal government 
entities. 


Federal Capital Contribution (FCC) In the Perkins 
Loan Program, federal funds allocated or reallocated 

to an institution in an award year for deposit into the 
institution’s federal funds account under section 462 of 
the HEA. 
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Federal Direct Consolidation Loan Program One of 
the components of the Direct Loan Program. Loans 
made under this program are referred to as Direct 
Consolidation Loans and provide loans to borrowers 
who consolidate certain federal educational loans. 


Federal Direct PLUS Program A component of the 
Federal Direct Loan Program. It provides loans to 
parents of dependent students attending schools that 
participate in the Direct Loan Program. The Federal 
Direct Graduate/Professional PLUS Program provides 
loans to graduate or professional students attending 
schools that participate in the Direct Loan Program. 
Direct PLUS borrowers are responsible for the interest 
that accrues during any period. Loans made under this 
program are referred to as Direct PLUS Loans. 


Federal Direct Stafford/Ford Loan Program One 

of the components of the Direct Loan Program. 

It provides loans to undergraduate, graduate, and 
professional students attending schools that participate 
in the Direct Loan Program. The Department 
subsidizes the interest while the borrower is in an 
in-school, grace, or deferment period. Loans made 
under this program are referred to as Direct Subsidized 
Loans. 


Federal Direct Unsubsidized Stafford/Ford Loan 
Program One of the components of the Direct Loan 
Program. It provides loans to undergraduate, graduate, 
and professional students attending schools that 
participate in the Direct Loan Program. The borrower 
is responsible for the interest that accrues during any 
period. Loans made under this program are referred to 
as Direct Unsubsidized Loans. 


Federal Family Education Loan (FFEL) Programs 

This former loan program included the Federal 
Stafford Loan, Federal PLUS, Federal Supplemental 
Loans for Students (Federal SLS), and Federal 
Consolidation Loan programs. Lenders used their own 
funds to make loans to enable students or their parents 
to pay the costs of the students’ attendance at eligible 
institutions. 


‘The Federal Information Security Management Act 
(FISMA) Legislation that defines a comprehensive 
framework to protect government information, 
operations and assets against natural or man-made 
threats. FISMA was signed into law part of the 
Electronic Government Act of 2002 and updated in 
2014. 


Federal Interest in Title IV, HEA Program Funds 
Except for funds provided by the Department for 
administrative expenses, and for funds used for the Job 
Location and Development Program under 20 CFR 
part 675, subpart B, funds received by an institution 
under the Title 1V, HEA programs are held in trust 
for the intended beneficiaries or the Secretary. The 
institution, as a trustee of those funds, may not use or 
hypothecate (i-e., use as collateral) Title IV funds for 
any other purpose or otherwise engage in any practice 
that risks the loss of those funds. 


Federal Pell Grant Program A grant program 
authorized by the HEA under which grants are 
awarded to help financially needy students meet the 
cost of their postsecondary education. 


Federal Perkins Loan Program The student loan 
program authorized by Title IV of the HEA. The 
Federal Perkins Loan Program includes loans made 
under the National Direct Student Loan Program and 
the National Defense Student Loan Program. This 
Campus-Based Program provides low-interest loans 
to financially needy students attending institutions of 
higher education to help them pay their educational 
costs. 


Federal Public Defender Organization A defender 
organization established in accordance with section 
3006A(g)(2)(A) of title 18, United States Code. 


Federal Register ‘The daily journal of the U.S. federal 
government. It contains notices, proposed and final 
regulations, and presidential documents. Regulations 
first appear in the register and, when final, are 
incorporated in the Code of Federal Regulations. 


Federal Reserve Banks (FRB) A nationwide system 
for clearing and settling checks drawn on depository 
institutions located in all regions of the United States. 
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Federal Share The percentage of a school’s annual 
expenditures in the Campus-Based Programs paid in 
an award year from a school’s current authorization or 
from federal funds carried forward or back. 


(The Office of) Federal Student Aid (FSA) The office 
within the U.S. Department of Education that manages 
the Federal Student Aid Programs. 


Federal Student Aid (the programs) Programs 
authorized under Title IV of the Higher Education 
Act (as amended) that provide financial assistance to 
eligible students enrolled in postsecondary educational 
programs. 


Federal Student Aid Assessments (FSA Assessments) 
web-based management assessment modules for 
helping schools assess their compliance with FSA 
program requirements and enhance services. Each 
assessment is self-guided and contains links to 
applicable laws and regulations. Available at 
ifap.ed.gov/ifap/. 


Federal Student Aid Coach (FSA Coach) A 
comprehensive, introductory course on school 
requirements for administering the FSA programs. The 
lessons can be completed individually, allowing you 

to tailor the training to your schools specific needs. A 
version for foreign schools, FSA COACH for Foreign 
Schools contains lessons designed specifically for 

staff at non-U.S. schools who administer Direct loans 
used by U.S. students at participating foreign schools. 
Available at ifap.ed.gov/ifap/fsacoach.jsp. 


Federal Student Aid Handbook (The Handbook) 
Annual Department publication that explains the 
requirements for participation in the FSA programs. 


Federal Student Aid Information Center (FSAIC) 
Serves the public by providing information, in both 
English and Spanish, about the FSA programs and 

the application process. Customers include students, 
parents, and financial aid administrators seeking 
general information about federal grant and loan 
programs and specific assistance with the FAFSA. 
800-4-FED-AID (800-433-3243); 334-523-2691; TDD/ 
TTY 800-730-8913 for the deaf or hearing impaired. 


Federal Student Aid Personal Identification Number for 
Students and Parents (PIN) ‘The PIN and the user’s 
personal information serve as an electronic signature 
when entered on the FAFSA on the Web site. The PIN 
also serves as an identifier to let students access their 
personal information in various U.S. Department of 
Education systems. 


Federal Student Aid’s Research and Customer Care 
Center (RCCC) A call center providing information 
about and assistance with Title IV policy, regulations, 
application processing questions, and contacting other 
federal student aid staff. 


Federal Supplemental Educational Opportunity Grant 
(FSEOG) Program ‘The Campus-Based Program that 
provides grants to eligible students who demonstrate 
exceptional financial need. 


Federal Work-Study (FWS) Program A Campus- 
Based Title IV program that provides part-time 
employment to students attending institutions of 
higher education who need the earnings to help meet 
their costs of postsecondary education and encourages 
students receiving FWS assistance to participate in 
community service activities. 


Fedwire ‘The Federal Reserve Bank’s nationwide real 
time gross settlement electronic funds and securities 
transfer network. Fedwire’ is a credit transfer system. 
Each funds transfer is settled individually against an 
institution’s reserve or clearing account on the books 
of the Federal Reserve. The transaction is considered 
an irrevocable payment when processed. 


FERPA Family Education Rights and Privacy Act 


Fiduciary (n.) An entity that holds assets in trust. 
A school holds federal student aid funds in trust for 
recipients, their parents in the case of Parent PLUS 

Loans and the federal government. 


Fiduciary (adj.) Relating to the collection or receipt, 
management, protection, accounting, investment and 
disposition of cash or other assets in which federal 
student aid recipients, their parents in the case of 
Parent PLUS Loans and the federal government have 
an ownership interest. 
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Fiduciary Activity An activity that relates to the 
collection or receipt, management, protection, 
accounting, investment and disposition by a school 
of cash or other assets in which federal student aid 
recipients, their parents in the case of Parent PLUS 
Loans and the federal government have an ownership 
interest that the school must uphold. 


Fiduciary Relationship A fiduciary relationship exists 
when a school recognizes, agrees to, or consents to 
undertake fiduciary activity. Participating institutions 
have a fiduciary responsibility to ensure federal student 
aid funds are used as intended. 


Final Audit Determination The written notice of 
a determination issued by a designated department 
official based on an audit of 


¢ an institution's participation in any or all of 
the Title IV, HEA programs; or 


¢ a third-party servicer’s administration of any 
aspect of an institution's participation in any 
or all of the Title IV, HEA programs. 


Final Demand Letter A letter that a lender or servicer 
sends to a borrower demanding full payment of a 
delinquent account. A demand letter is required as part 
of the due diligence procedures for collecting a loan 
that is about to go into default or a loan made to an 
ineligible student. 


Final Funding Authorization An electronic 
notification that tells a school the final allocations for 
each Campus-Based Program in which it participates. 


Final Funding Worksheet Document containing the 
data used by the Department to determine a school’s 
allocation for each Campus-Based Program in which 
the school participates and how each final allocation 
was determined. 


Final Program Review Determination (FPRD) The 
letter from the Department that follows an institution’s 
response to the Program Review Report (PRR). 

The FPRD informs the institution of ED’s final 
determination regarding each of the findings in the PRR 
and identifies liabilities, if any; provides instructions for 
payment of liabilities; notifies the institution of its right 
to appeal the existence of and amount of liabilities; and 
closes the program review if appropriate. 


Final Regulations Regulations that apply to the 
general public and have final legal effect. 


Financial Account (in cash management) A student’s 
or parent’s checking or savings account, prepaid card 
account, or other consumer asset account held directly 
or indirectly by a financial institution. 


Financial Accounting Standards Board (FASB) 
Independent, private, non-government group which 
is authorized by the accounting profession to establish 
generally accepted accounting principles in the United 
States. 


Financial Aid Administrator Access to CPS Online In 
EDExpress, FAA Access to CPS Online is available 
from the “View” menu and from the FAFSA and 
Student Inquiry tabs. FAAs can use the site to access 
saved applications, submit FAFSAs, make corrections, 
request Institutional Student Information Records 
(ISIRs), compare ISIRs, verify ISIR data, apply a 
student signature, and check the processing status of 
student records. compare ISIRs, 


Financial Aid Appeal A process through which 

a student appeals a negative finding on his or her 
Satisfactory Academic Progress (SAP) status. A 
student’s right to appeals is granted at the option of 
the school. If the school agrees to consider the appeal, 
the school may place the student on financial aid 
probation in the interim. See Satisfactory Academic 
Progress. 


Financial Aid Management System (FMS) _ This 
system is the general ledger for FSA. FMS works with 
G5 to communicate financial information and to 
deliver federal cash to schools. 


Financial Aid Package The total student assistance 
—loans, grants, scholarships, and need-based 
employment—offered to a student. 


A-32 


FSA HB September 2016 


Appendix A—Federal Student Aid Glossary and Acronyms 


Financial Aid Probation A status under which 

a student can remain Title IV-eligible after being 
found not to be making Satisfactory Academic 
Progress. A student placed on probation must either 
be on-track to meet Satisfactory Academic Progress 
(SAP) requirements by the end of the subsequent 
payment period (no academic plan required, based 
on the financial aid appeal), or, if the student will 
require more than one payment period to meet 

SAP requirements, the school must require the 
student to develop an academic plan to meet the 
SAP requirements. This status is available only when 
a school permits an appeal. The student’s progress 
towards meeting the SAP requirements must be 
assessed after each payment period, and the student 
may retain Title IV eligibility as long as they are 
meeting the progress requirements of their academic 
plan. 


Financial Aid Warning A temporary, one payment- 
period status which allows a student who failed to 
achieve Satisfactory Academic Progress (SAP) to 
continue receiving aid. Failing to achieve SAP after one 
payment period results in a loss of eligibility. Students 
may, at the option of the school, appeal their SAP 
status. This status may only be used by schools that 
check SAP at the end of each payment period. 


Financial Institution (in cash management) A bank, 
savings association, credit union, or any other person 
or entity that directly or indirectly holds a financial 
account belonging to a student or parent that issues 
an access device associated with a financial account 
and agrees with a student or parent to provide EFT 
services. 


Financial Need An eligible student’s cost of 
attendance (COA) minus expected family contribution 
(EFC) minus estimated financial assistance (EFA) not 
received under Title IV. 


Financial Reporting ‘The main financial statements 
(income statement, balance sheet, statement of cash 
flows, statement of retained earnings, statement of 
owner's equity) plus other financial information, such 
as annual reports, press releases, etc. 


Financial Responsibility The obligation for a school to 


¢ provide the services described in its official 
publications and statements; 


¢ properly administer the FSA programs in 
which it participates; and 


¢ meet all of its financial obligations. 


The financial responsibility standards (34 CFR 668 
Subpart L) can be divided into two categories: (1) 
general standards, which are the basic standards 

used to evaluate a school’s financial health, and (2) 
performance and affiliation standards, which are 
standards used to evaluate a school’s past performance 
and to evaluate individuals affiliated with the school. 


Financial Statements ‘The presentation of financial 
data, including accompanying notes derived from 
accounting records and intended to communicate an 
entity’s economic resources or obligations at a point 
in time, or the changes therein for a period of time, in 
accordance with a comprehensive basis of accounting. 


Financial Statements Opinion An opinion that the 
financial statements present fairly, in all material 
respects, the financial position of the company as of the 
balance sheet date and the results of its operations and 
its cash flows for the period then ended in conformity 
with the applicable financial reporting framework. The 
opinion also includes an identification of the applicable 
financial reporting framework. 


Fire Any instance of open flame or other burning in 
a place not intended to contain the burning or in an 
uncontrolled manner. 


Fire Drill A supervised practice of a mandatory 
evacuation of a building for a fire. 


Firefighter A firefighter is an individual who is 
employed by a federal, state, or local fire fighting 
agency to extinguish destructive fires; or provide fire 
fighting related services such as 


¢ providing community disaster support and, 
as a first responder, providing emergency 
medical services; 


¢ conducting search and rescue; or 


¢ providing hazardous materials mitigation. 
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Fire-Related Death Any instance in which a person 
is killed as a result of a fire, including death resulting 
from a natural or accidental cause while involved in 
fire control, attempting rescue, or escaping from the 
dangers of a fire; or dies within one year of injuries 
sustained as a result of the fire. 


Fire-Related Injury Any instance in which a person 
is injured as a result of a fire, including an injury 
sustained from a natural or accidental cause, while 
involved in fire control, attempting rescue, or escaping 
from the dangers of the fire. The term “person” may 
include students, employees, visitors, firefighters, or 
any other individuals. 


Fire Safety System Any mechanism or system related 
to the detection of a fire, the warning resulting from a 
fire, or the control of a fire. This may include sprinkler 
systems or other fire extinguishing systems, fire 
detection devices, stand-alone smoke alarms, devices 
that alert one to the presence of a fire, such as horns, 
bells, or strobe lights; smoke-control and reduction 
mechanisms; and fire doors and walls that reduce the 
spread of a fire. 


First-Time Borrower (Direct Loan) In regard to the 
150% limit. An individual who has no outstanding 
balance of principal or interest on a Direct Loan 
Program or FFEL Program loan on July 1, 2013, or on 
the date the borrower obtains a Direct Loan Program 
loan after July 1, 2013. 


First-Time Undergraduate Student An entering 
undergraduate who has never attended any institution 
of higher education. It includes a student enrolled in 
the fall term who attended a postsecondary institution 
for the first time in the prior summer term, and a 
student who entered with advanced standing (college 
credit earned before graduation from high school). 


FISAP Fiscal Operations Report and Application to 
Participate 


FISAP Technical Reference A reference document 
that provides programmer specifications and record 
layouts for schools or other organizations needing to 
design customer software systems to interface with the 
U.S. Department of Education’s FISAP on the Web 
process. 


Fiscal Operations Report Parts III, IV, V, and VI of 
the FISAP on which schools report on their activities 
in the Campus-Based Programs. Sometimes referred to 
as the FISOP. 


Fiscal Operations Report and Application to Participate 
(FISAP) Electronic application through which 
schools provide information on Campus-Based 
expenditures made during the award year just 
completed, and apply for funds in the Campus-Based 
Programs in the upcoming award year. 


Fiscal Records Financial records that reflect each 
federal student aid program transaction; and general 
ledger control accounts and related subsidiary 
accounts that identify each federal student aid program 
transaction, and separate those transactions from all 
other institutional financial activity, including the 
records specified in 34 CFR 668.24(c). 


Fiscal Year An accounting year that ends on a date 
other than December 31. For example, a school district 
might have a fiscal year of July 1, 2011 through June 
30, 2012. 


FISMA Federal Information Security Management 
Act 


Fixed Cost A cost that does not vary in the short term 
with the volume of activity. 


Fixed Interest Rate An interest rate on a loan that 
remains the same for the entire term of the loan. 


FMFIA Federal Managers’ Financial Integrity Act of 
1982 


FMS Financial Management System 


FOIA Freedom of Information Act 
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Forbearance A period during which a borrower may 
temporarily stop making loan payments, temporarily 
make smaller payments, or extend the time for 
making payments. A borrower who does not meet the 
eligibility requirements for a deferment may, at the 
discretion of the loan holder, receive a forbearance if 
the borrower does not meet the eligibility requirements 
for a deferment but is temporarily unable to make 
loan payments for reasons including, but not limited 
to, financial hardship or illness. Borrowers are also 
entitled to receive forbearance if they meet certain 
regulatory eligibility criteria. 


Forbearance (Perkins) A temporary postponement 
of payments. In the Perkins Program forbearance is 
available for all loans, regardless of when they were 
made. Under Perkins forbearance, a borrower may 
alternatively request an extension of time allowed 
for making payments, or the acceptance of smaller 
payments than were previously scheduled. 


Foreclosure A method of enforcing payment of a 
debt secured by a mortgage by seizing the mortgaged 
property. Foreclosure terminates all rights that the 
mortgagor has in the mortgaged property upon 
completion of due process through the courts. 


Foreign School A school not located in a state, 
territory, or possession of the United States, or 
otherwise administered by the government of the 
United States. For the purposes of the Direct Loan 
Program, a state includes a State of the Union, 
American Samoa, the Commonwealth of Puerto Rico, 
the District of Columbia, Guam, the Virgin Islands, the 
Commonwealth of the Northern Mariana Islands, the 
Republic of the Marshall Islands, the Federated States 
of Micronesia, and the Republic of Palau. 


Forgiveness In the Direct Loan and FFEL programs, 
cancellation of a loan debt in exchange for the 
borrower performing certain types of service. 


FOTW? FAFSA on the Web 


FP Dear Colleague Letter designation for financial 
partners (published before January 2013) 


FPL Federal Perkins Loan Program 


FPRD Final Program Review Determination 
(L letter) 


FR Federal Register 
FRB Federal Reserve Bank 
FRCS Federal Reserve Communications System 


Free Application for Federal Student Aid (FAFSA”) 
The student aid application provided for under 
section 483 of the HEA, which is used to determine 
an applicant’s eligibility for the federal student aid 
programs. See Student Aid Application. 


Freely Associated States (Micronesia, Palau, Marshall 
Islands) Students from one of the Freely Associated 
States are potentially eligible for Pell Grants, but are 
not eligible for Title IV loans. Citizens of Palau are also 
eligible for FWS and FSEOG. Citizens of these states 
are eligible noncitizens, but do not have A-numbers or 
(usually) Social Security Numbers. 


Freeze Cash A period during which a school is 
temporarily prevented from drawing down cash 

until unsubstantiated cash previously drawn down is 
substantiated by submitting actual disbursements or 
refunding cash. Pertains to schools using the Advance 
Payment funding method. 


FS Financial Services (in the U.S. Department of 
Education) 


FSA Federal Student Aid, an office of the Depart- 
ment of Education 


FSAID A username and password combination that 
serves as a student’s or parent’s identifier, allows access 
to personal information in various U.S. Department of 
Education systems, and acts as a digital signature on 
some online forms. 


FSAH Federal Student Aid Handbook 
FSAIC Federal Student Aid Information Center 


FSAPubs Federal Student Aid site for ordering 
publications found at www.FSAPubs.gov. 
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FSATECH Listserv An email listserv through which 
schools can ask technical questions about Federal 
Student Aid systems, software, and mainframe 
products. Answers are provided by technical experts 
at FSA. For more information on subscribing to 
FSATECH, go to ed.gov/offices/OSFAP/services/ 
fsatechsubscribe.html. 


FSEOG Federal Supplemental Educational Opportu- 
nity Grant Program 


FT Full Time 
FTE Full-time Equivalent 


Full-time Student An enrolled student carrying a 
full-time academic workload, as determined by the 
institution, under a standard applicable to all students 
enrolled in a particular educational program. The 
student’s workload may include any combination of 
courses, work, research, or special studies that the 
institution considers sufficient to classify the student 
as a full-time student. For a term-based program, 

the student’s workload may include repeating any 
coursework previously taken in the program but may 
not include more than one repetition of a previously 
passed course. There are individual minimum 
standards for programs 


¢ that measure progress in credit hours and use 
standard terms, 


¢ that measure progress in credit hours and 
does not use terms, 


¢ that measure progress in credit hours and use 
nonstandard terms 


¢ that measure progress in clock hours, 
¢ composed of a series of courses or seminars, 
¢ — offered in a cooperative education structure, 
¢ composed of correspondence coursework. 
(For additional details see 34 CFR 668.2.) 
Full-time Teacher (in the TEACH Program) A 
teacher who meets the standard used by a state in 
defining full-time employment as a teacher. For an 
individual teaching in more than one school, the 


determination of full-time is based on the combination 
of all qualifying employment. 


Fund (Federal Perkins Loan Fund) A fund 
established and maintained according to § 674.8(a). 


Funds Available for Awards In the Campus-Based 
Programs, the principal that the amount available 
for awards is the federal share, plus the institutional 
match, minus the applicable Administrative Cost 
Allowance. 


Fund-Specific Basis One of the ways a school can 
match its federal allocation in the FFEOG Program. 
In this approach, the school establishes an FFEOG 
account for federal program funds and deposits the 
required 25% qualified nonfederal matching share 
into the fund. The matching funds must be deposited 
at the same time the federal funds are deposited. 
Awards to FSEOG recipients are then made from this 
mixed fund. Schools using the fund-specific method 
must deposit their institutional match at the time they 
receive the federal share funds. 


FWS_ Federal Work-Study Program 


FY Fiscal Year 


G 


G Dear Colleague Letter designation for guaranty 
agency letters (published before January 2013) 


G5 Formerly known as GAPS, this system is used 

by Federal Student Aid to process school-specific 
obligations and to make payments (drawdowns) 
against those obligations. G5 communicates with the 
COD system through FMS. GS is part of EDCAPS and 
interfaces directly with U.S. Treasury’s Federal Reserve 
System. G5 is the system through which schools 
request and return Federal Student Aid funds. 


G5 External Award Activity Report (Activity Report) 

A statement for a school’s G5 awards that displays both 
cumulative and detailed information on drawdown 
activity, refunds, adjustments, available balances, and 
authorization changes for each award. 


G5 Hotline Department of Education call center 
responsible for assisting G5 customers. The hotline 
phone number is 888-336-8930, the email address is 
edcaps.user@ed.gov. 
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G5 Online Guide for the G5 Payment System An 
online guide for the G5 system to assist Department 
staff, applicants and recipients with G5 regarding the 
grant management and payment activities and other 
operational activities of G5. 


G-845 Form This form is completed by the FAA 
and sent to DHS with a student’s eligible noncitizen 
documentation to support a claim of being an eligible 
noncitizen for Title IV purposes, after primary and 
secondary electronic verification has failed. The 
G-845 can only be used after primary and secondary 
confirmation with DHS has been performed. 


GA Guaranty Agency 
GAAP Generally Accepted Accounting Principles 
GAAS Generally Accepted Auditing Standards 


GAGAS Generally Accepted Government Auditing 
Standards 


Gainful Employment Programs All nondegree 
educational programs offered by public and nonprofit 
institutions and virtually all academic programs offered 
by proprietary institutions of higher education. These 
programs prepare students for “gainful employment in 
a recognized occupation.” 


GAN Grant Award Number 


GAO Government Accountability Office (formerly 
General Accounting Office) 


Garnishment ‘The withholding of an individual’s 
funds by an entity for the payment of a debt in 
accordance with a court order or other legal or 
equitable procedure. No FSA grant, loan, or work 
assistance (or property traceable to that assistance) is 
subject to garnishment or attachment except to satisfy 
a debt owed to the Department. 


GAS Government Auditing Standards 
GASB Governmental Accounting Standards Board 
GE Gainful Employment 


GEAR UP Gaining Early Awareness and Readiness 
for Undergraduates Program 


GED General Education Development certificate or 
General Equivalency Diploma. Equivalent of a high 
school diploma. 


GEN Dear Colleague Letter designation for general 
letters 


General Fund Accounts for receipts not earmarked 
by law for a specific purpose. 


General Journal A book of original entry that 
requires that the account being debited and the 
account being credited be listed along with the 
respective amounts. Because of accounting software 
and special journals there are relatively few entries 
made into the general journal. 


General Ledger That part of the accounting system 
which contains the balance sheet and income 
statement accounts used for recording transactions. 


Generally Accepted Accounting Principles (GAAP) 
Uniform minimum standards of and guidelines to 
financial accounting and reporting. Currently, the 
Financial Accounting Standards Board (FASB), the 
Governmental Accounting Standards Board (GASB), 
and the Federal Accounting Standards Advisory Board 
(FASAB) are authorized to establish these principles. 


Generally Accepted Auditing Standards (GAAS) 
Standards governing the conduct of external audits by 
CPAs, as determined by the Auditing Standards Board 
(ASB) of the AICPA. 


Gift Aid Financial assistance, such as grants and 
scholarships, that do not need to be repaid. 


Going Concern Assumption ‘The accounting guideline 
that allows the readers of financial statements to 
assume that the organization being audited will 
continue in operation long enough to realize its 
investment in assets through operations (as opposed 
to sale). An audit statement must note an opinion if 
the accountant performing the audit believes that the 
assumption is in doubt. 


Government Accountability Office (GAO) 
Independent, non-partisan agency that assists 
Congress in investigating and reporting on 
government’s effectiveness in using public funds. 
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Government Auditing Standards or Generally 
Accepted Government Auditing Standards (GAGAS) 
Commonly referred to as the “Yellow Book,” 

it contains standards for audits of government 
organizations, programs, activities, and functions, 
and of governmental funds received by contractors, 
nonprofit organizations, and other non-government 
organizations. Revisions are issued as required by the 
Comptroller General of the United States. 


Governmental Accounting Standards (GAS) Official 
promulgations by the Governmental Accounting 
Standards Board (GASB) and, if not superseded, part 
of generally accepted accounting principles applicable 
to state and local governmental entities. 


Governmental Accounting Standards Board (GASB) 
Group authorized by the accounting profession to 
establish generally accepted accounting principles 
(GAAP) applicable to state and local governmental 
entities. 


GPA Grade Point Average 
GPO Government Printing Office 


Grace Period A period of time following a borrower’s 
period of enrollment and preceding the repayment 
period start date for a loan during which the borrower 
is not required to make payments. 


Grade Level Classification of a student by academic 
year at a school; e.g. freshman, sophomore, or first- 
year, second-year, etc. A student’s grade level is 
measured according to standards established by the 
school. Grade level helps determine a student’s annual 
loan limit. 


Grade-Level Progression A student’s movement 
through their academic program for purposes of 
determining when a borrower becomes eligible for a 
new annual loan limit. 


Grade Point Average (GPA) A cumulative measure 
of a student’s grades over time where the grades have 
been converted to a numerical scale. 


Graduate or Professional Student A student who 


¢ is not receiving federal student aid as an 
undergraduate student for the same period of 
enrollment; 


¢ is enrolled in a program or course above the 
baccalaureate level or is enrolled in a pro- 
gram leading to a professional degree; 


¢ has completed the equivalent of at least three 
years of full-time study either prior to en- 
trance into his or her program or as part of 
the program itself. 


Grant Award Number Unique, 11-character 
“number” that identifies each grant award issued by a 
specific program office to a specific grantee. All funds 
are requested (and returned) using the Grant Award 
Number. The following is an example of a Grant 
Award Number and an explanation of the parts that 
make up the number: P031B151234 


¢ P—Program Office issuing the award 


¢ 031—Catalog of Federal Domestic Assistance 
(CFDA) numeric suffix of the program 


¢ B—Alphabetic subprogram identifier 


¢  15—The trailing year in the academic year 
for DL and TEACH and the beginning year 
in the academic year for Pell and all other 
awards. 


¢  1234—Unique identifier 


Grantee an entity (not a person) that applies for 

and receives a grant award from the Department. 

The grantee is responsible for ensuring the grant is 
administered in accordance with program regulations. 


Guaranty Agency A state or private nonprofit 
organization that has an agreement with the 
Department under which it will administer a loan 
guarantee program under the Act. 


GUI Graphical User Interface 
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H 


Half-time Student An enrolled student who is 
carrying a half-time academic workload, as determined 
by the institution, that amounts to at least half of the 
workload of the applicable minimum requirement 
outlined in the definition of a full-time student, except 
that a student enrolled solely in a program of study by 
correspondence must be carrying a workload of at least 
12 hours of work per week, or is earning at least six 
credit hours per semester, trimester, or quarter. Note 
that regardless of the work, no student enrolled solely 
in correspondence study is considered more than a 
half-time student. 


Handicapped Children Children ages 3 through 21, 
inclusive, who require special education and related 
services because they are 


¢ mentally retarded, 

¢ hard of hearing, 

¢ deaf, 

¢ speech and language impaired, 
¢ visually handicapped, 

¢ seriously emotionally disturbed, 
¢ — orthopedically impaired, 

¢ specific learning disabled, or 


¢ — otherwise health impaired. 


Hardship Payment Reduction In the Perkins 
Program, lowering a borrower’s scheduled payments, 
for up to one year at a time, if the borrower is 
scheduled to pay the $40 minimum monthly payment 
and the school determines that the borrower is unable 
to make the scheduled payments due to hardship, such 
as prolonged illness or unemployment. 


Hate crime A crime reported to local police agen- 
cies or to a campus security authority that shows 
evidence that the victim was intentionally selected 
because of the perpetrator’s bias against the victim. 
In their recording, schools must identify the actual or 
perceived category of the victim that motivated the 
crime. The categories are: race, gender, gender iden- 
tity, religion, sexual orientation, ethnicity, national 
origin, and disability. 


HBCU Historically Black Colleges and Universities 
HCM _Heightened Cash Monitoring 


HCM1_ Heightened Cash Monitoring 1 Payment 
Method 


HCM2_ Heightened Cash Monitoring 2 Payment 
Method 


HEA Higher Education Act 


Header A crossover term funded out of the 
upcoming award year. See also Trailer. 


HEAL Higher Education Assistance Loan Program 


Heightened Cash Monitoring There are two 

payment methods (Heightened Management and 
Reimbursement) and three levels of heightened 

cash monitoring—Heightened Cash Monitoring 1 
(HCM1), Heightened Cash Monitoring 2 (HCM2), 
and Reimbursement through which the Department 
more closely monitors the expenditure of federal funds 
by schools whose policies and procedures have been 
called into question. 


High-Need Field (in the TEACH Program) Any field 
documented as high-need by the federal government, 
a state government, or a local education agency 
(LEA), and approved by the Department and listed 

in the Department's annual Teacher Shortage Area 
Nationwide Listing (Nationwide List) in accordance 
with 34 CFR 682.210(q). 


High-Risk Children Individuals under the age 

of 21 who are low-income or at risk of abuse or 
neglect, have been abused or neglected, have serious 
emotional, mental, or behavioral disturbances, reside 
in placements outside their homes, or are involved in 
the juvenile justice system. 


Higher Education Act (HEA) Federal legislation 
passed in 1965, with amendments and reauthorizations 
subsequently passed, authorizing federal postsecondary 
student financial aid programs and mandating that the 
programs be regulated and administered by the U.S. 
Department of Education. 
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Holder See Loan Holder. 


Home School Under a consortium or contractual 
agreement, the school where a student is enrolled in a 
degree or certificate program. 


Host School The school where students are taking 
part of their program requirements through either a 
consortium or contractual agreement. 


Household Size See Family Size. Household size is the 
term used in the EFC calculation, and in verification. 


HSI Hispanic-Serving Institution 


IA Information Assurance 

IBR_ Income-Based Repayment Plan 

ICC Institutional Capital Contribution (Perkins) 
ICR Income-Contingent Repayment Plan 


IFAP Information for Financial Aid Professionals 
(website) 


IG Inspector General 


THE Institution of Higher Education 


IIS Institutional Improvement Specialist 


Immediate Need ‘The amount of FSA program funds 
a school needs to make disbursements within three 
business days following the date the school receives the 
funds. This definition of immediate need applies to all 
FSA program funds (other than Perkins Loan funds), 
regardless of whether the school draws down funds by 
electronic funds transfer (EFT) through the ACH or 
through FEDWIRE. 


Immigration and Naturalization Service (INS) A 
federal agency abolished when the Department 
of Homeland Security was created in 2003 and 
its responsibilities were split into three different 
agencies. (See US. Citizenship and Immigration 
Services.) 


Immigration Status ‘The status conferred on a 
noncitizen under the Immigration and Nationality Act 
of 1952, as amended, 8 U.S.C. 1182. 


Improper Payment Any payment made or that was 
made in an incorrect amount (including overpayments 
and underpayments) under statutory, contractual, 
administrative, or other legally applicable requirements 
and includes any payment to an ineligible recipient, 
any payment for an ineligible service, any duplicate 
payment, payments for services not received, and any 
payment that does not account for credit for applicable 
discounts. (See Overaward and Overpayment.) 


In School _ ‘The period during which borrowers are 
enrolled in a postsecondary educational program. For 
purposes of eligibility for loan deferments, a student 
must be enrolled at least half-time as an eligible 
student to be considered “in-school.” 


Inadvertent Overborrowing An overpayment that 
occurs when a student inadvertently has received 

FSA loan funds in excess of annual or aggregate loan 
limits and is no longer eligible for FSA funds. A school 
must determine that a borrower’s receipt of loan 

funds in excess of an annual or aggregate loan limit 
was inadvertent before the borrower may regain FSA 
eligibility. 


Inadvertent Overpayment Occurs when a school 
disburses FSA funds to a student who is no longer 

in attendance, for example, when a school makes 

a scheduled disbursement on Monday to a student 
who dropped out on the previous Friday. Inadvertent 
overpayments are included in Return calculations as 
Aid that could have been disbursed rather than Aid 
that was disbursed. 


Incarcerated Student A student who is serving 

a criminal sentence in a federal, state, or local 
penitentiary, prison, jail, reformatory, work farm, or 
other similar correctional institution. A student is not 
considered incarcerated if that student is in a half-way 
house or home detention or is sentenced to serve only 
weekends. 
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Incarcerated Student Limitation The requirement that 
no more than 25% of a school’s regular students be 
incarcerated for the school to be eligible to participate 
in the Title lV programs. A public or private nonprofit 
school can ask the Department to waive this limitation 
in certain circumstances. 


Incentive Compensation Prohibition ‘The requirement 
that a school not provide any commission, bonus, or 
other incentive payment based in any part, directly or 
indirectly, upon success in securing enrollments or the 
award of financial aid to any person or entity engaged 
in any student recruitment or admission activity or 

in making decisions regarding the award of Title IV, 
HEA program funds. 


Incentive Repayment Program Steps a school (in the 
Perkins Program) may take to encourage a borrower 
to make regular payments. Included are reducing a 
loan’s interest rate by up to 1% if the borrower makes 
48 consecutive monthly payments; and discounting 
(Reducing) the balance a borrower owes on a loan if 
he or she pays the loan in full before the end of the 
repayment period. With the Department’s approval, 
a school may establish any other repayment incentive 
options that reduce defaults and replenish the funds 
available to lend to students. 


Incompatible Duties Internal control systems rely on 
separation of function or duties to reduce the chance 
of errors or fraud. Duties are incompatible if they 
should be separated for control. For example, one 
person should not be in a position to both embezzle 
funds and to hide the embezzlement by changing the 
recorded accountability. 


Increased Unsubsidized Eligibility for Health Professions 
Students To replace loan funds that otherwise would 
have been available under the former HEAL Program, 
schools can award increased Direct Unsubsidized Loan 
amounts to graduate or professional students who 

are enrolled at least half-time in a health professions 
discipline that was eligible under the HEAL Program, 
or in certain naturopathic medical programs. 


Incurred A word used by accountants to 
communicate that an expense has occurred and 
needs to be recognized on the income statement even 
though no payment was made. The second part of the 
necessary entry will be a credit to a liability account. 


Independent Auditor A certified public accountant 
or a government auditor who meets the Government 
Auditing Standards qualification and independence 
standards, including standards related to 
organizational independence. 


Independent Student A student who qualifies as an 
independent student under section 480(d) of the HEA. 
A student who satisfies one of the following criteria: 


¢ — is 24 years of age or older by December 31 of 
the award year; 


¢ — is an orphan, in foster care, or a ward of the 
court, or was an orphan, in foster care, or a 
ward of the court at any time when the indi- 
vidual was 13 years of age or older; 


¢ — is, or was immediately prior to attaining the 
age of majority, an emancipated minor or in 
legal guardianship as determined by a court 
of competent jurisdiction in the individual’s 
State of legal residence; 


¢ is a veteran of the Armed Forces of the 
United States (as defined in subsection (c) 
(1)) or is currently serving on active duty 
in the Armed Forces for other than training 
purposes; 


¢ is a graduate or professional student; 
¢ — is a married individual; 
¢ has legal dependents other than a spouse; 


¢ has been verified during the school year in 
which the application is submitted as either 
an unaccompanied youth who is a homeless 
child or youth or as unaccompanied, at risk 
of homelessness, and self-supporting; or 


¢ isa student for whom a financial aid admin- 
istrator makes a documented determination 
of independence by reason of other unusual 
circumstances. 


Indirect Cost A cost that cannot be identified 
specifically with or traced to a given cost object in an 
economically feasible way. 
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Individual Recipient Basis One of the ways a 

school can match its federal allocation in the FSEOG 
Program. In this approach a school ensures that every 
student’s FSEOG award consists of 75% federal funds 
and 25% qualified nonfederal funds. 


Infant or Toddler with a Disability An infant or 
toddler from birth to age 2, inclusive, who needs early 
intervention services for specified reasons, as defined 
in section 632(5)(A) of the Individuals with Disabilities 
Education Act. 


Information for Financial Aid Professionals (IFAP) 
Federal Student Aid website (www.ifap.ed.gov) that 
provides information to financial aid professionals 
about the Title IV federal programs. 


Information Security Information security is the 
preservation of confidentiality, integrity, and 
availability. Each of these attributes is defined as 
follows: Confidentiality-ensuring that information 
is accessible only to those authorized to have access; 
Integrity-safeguarding the accuracy and complete- 
ness of information and processing methods; Avail- 
ability-ensuring that authorized users have access to 
information and associated assets when required. 


Initial Allocation For the Campus-Based Programs, 
the amount that the Department first allocates to each 
participating school for an award year from new funds 
appropriated by Congress, according to statutory 
allocation formulas. An eligible school receives an 
initial allocation for each Campus-Based Program in 
which the school participates. 


Initial Grace Period ‘That period which immediately 
follows a period of enrollment and immediately 
precedes the date of the first required repayment on a 
loan. This period is generally nine months for Federal 
Perkins loans, Defense loans, and NDSLs made before 
October 1, 1980, and six months for Direct Loans. A 
borrower is only entitled to one initial grace period. 


Initiating Official ‘The designated department official 
authorized to begin an emergency action under 
34 CFR 668.83. 


In-Kind Goods or services provided instead of 
money. 


Input Controls Computer controls designed to 
provide reasonable assurance that transactions 

are properly authorized before processed by the 
computer, accurately converted to machine readable 
form and recorded in the computer, that data files 
and transactions are not lost, added, duplicated or 
improperly changed, and that incorrect transactions 
are rejected, corrected and, if necessary, resubmitted 
on a timely basis. 


INS Immigration and Naturalization Service (INS 
is now part of Department of Homeland Security and 
known as U.S. Citizenship and Immigration Services.) 


Institution An institution of higher education, or 
a proprietary institution of higher education, or a 
postsecondary vocational institution as defined in 
34 CFR part 600. 


Institution-Affiliated Organization Any organization 
that is directly or indirectly related to a covered 
institution; and is engaged in the practice of 
recommending, promoting, or endorsing education 
loans for students attending such covered institution 
or the families of such students. 


An institution-affiliated organization may include an 
alumni organization, athletic organization, foundation, 
or social, academic, or professional organization, 

of a covered institution. An institution-afhliated 
organization does not include any lender with respect 
to any education loan secured, made, or extended by 
such lender. 


Institution of Higher Education One of three types 
of institutions eligible for participation in the Federal 
Student Aid programs. The others are a proprietary 
institution of higher education, and a postsecondary 
vocational institution. For a more information see 

34 CFR 600.4. 
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Institutional Capital Contribution (ICC) In the 
Perkins Loan Program, the institutional funds a school 
must provide if the school receives a Federal Capital 
Contribution in an award year. 


Institutional Control The designation of an 
institution as public or private, nonprofit or for-profit. 
By definition, an institution of higher education or 

a postsecondary vocational institution can be either 
public or private but is always nonprofit. A proprietary 
institution of higher education is always a private, for- 
profit institution. 


Institutional Depository Account A school must 
maintain Title IV funds in a depository account. For 
a school located in a state, the depository account 
must be insured by the FDIC or NCUA. For a foreign 
school, the depository account may be insured by 

the FDIC or NCUA, or by an equivalent agency 

of the government of the country in which the 
institution is located. If there is no equivalent agency, 
the Department may approve a depository account 
designated by the school. 


Institutional Liability Financial penalties or 
repayments that a school must pay to the Department 
as a result of incorrect school action or actions. 

A liability is the difference between the actual 
expenditures reported by the school in G5 for an 
Obligation Document Number for the award year and 
the final allowable expenditures as determined by the 
auditor, program reviewer, or hearing official. 


Institutional Loan Loans specific to a college, 
university, or other post-secondary educational 
institution and made from institutional funds. 
Eligibility and loan characteristics will vary among 
institutions. 


Institutional Methodology ‘The formula a 
postsecondary institution uses to allocate the school’s 
own financial aid funds and those federal student aid 
funds for which the student is eligible and over which 
the school has control. 


Institutional Student Information Record (ISIR) An 
electronic record that the Department transmits to 
an institution that includes an applicant’s FAFSA 
information; personal identification information; and 
EFC. 


Integrated Postsecondary Education Data System 
(IPEDS) ‘The system maintained by the Department's 
National Center for Education Statistics. Via the 
IPEDS website, schools report their graduation, 
completion, and transfer-out rates. 


Interest The cost of borrowing money. Interest is an 
expense calculated as a percentage of the outstanding 
(unpaid) principal balance. 


Interest-Only Payment A payment that covers only 
accrued interest owed on a loan and none of the 
principal balance. Borrowers eligible for interest-only 
payments are not prohibited from making additional 
or larger payments. 


Interest Rate The annual interest rate that is charged 
on a loan. The price charged per unit of money 
borrowed per year, or other unit of time, usually 
expressed as a percentage. 


Interim Disbursement A disbursement made prior 

to verification by a school to an applicant selected for 
verification, when the school believes the applicant’s 
FAFSA information is accurate. A school is liable for 
any overpayment the student receives as an interim 
disbursement for which the student is later determined 
to be ineligible and any subsidized student financial 
aid the student received if the school does not receive a 
valid SAR/ISIR within the timeframe established under 
34 CFR 668.60, that is not eliminated by adjusting 
other financial assistance or recovered from the 
student. 
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Internal Control A process, directed by a school’s 
management and other personnel, designed to provide 
reasonable assurance that the objectives of the school 
are being achieved in the following categories 


¢ effectiveness and efficiency of operations in- 
cluding the use of the school’s resources; 


¢ reliability of financial reporting, including 
reports on budget execution, financial 


¢ statements, and other reports for internal 
and external use; 


¢ compliance with applicable laws and regula- 
tions. 


Internal controls consist of the control environment, 
risk assessment, control activities, information 

and communication, and monitoring. A necessary 
implication or subset of these objectives is the 
safeguarding of school and trust assets against 
unauthorized acquisition, use, or disposition. 


Consequently, the definition of internal control, as 

it relates to safeguarding assets can be extended to 
include processes, directed by a school’s management 
and other personnel, designed to provide reasonable 
assurance regarding prevention of or prompt detection 
of unauthorized acquisition, use, or disposition of the 
school’s assets. 


Internal Control Deficiency Exists when the design or 
operation of a control does not allow management or 
employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements 
on a timely basis. 


Internal Control Standards Standards that define 
the minimum level of quality acceptable for internal 
controls and provide the basis against which internal 
controls are to be evaluated. 


Internal Control System ‘The organization structure, 
operating procedures, and administrative practices 
that provide reasonable assurance that programs 

and administrative activities are efficiently carried 
out in accordance with the objectives of the 

Federal Managers’ Financial Integrity Act of 1982 
(FMFIA) and OMB Circular A-123, “Management 
Accountability and Control.” 


Internal Revenue Service (IRS) A bureau in the 
U.S. Department of the Treasury. It is responsible 
for collecting taxes and the interpretation and 
enforcement of the Internal Revenue Code. 


International Accounting Standards Board (IASB) 
An organization whose members represent 
accounting bodies in member countries. The group 
is dedicated to bringing about the harmonization of 
international accounting standards. 


International Auditing and Assurance Standards 
Board (IAASB) ‘The committee authorized by the 
International Federation of Accountants (IFAC) to 
issue International Standards on Auditing (ISA) and 
guidance. 


International Financial Reporting Standards (IFRS) 

A set of accounting standards, developed by the 
International Accounting Standards Board (IASB), that 
is becoming the global standard for the preparation 

of public company financial statements. The IASB is 

an independent accounting standards body, based in 
London, that is unaffiliated with the AICPA. 


IPA Income Protection Allowance, also Independent 
Public Auditor 


IPEDS Integrated Postsecondary Education Data 
System 


Iraq and Afghanistan Service Grant A Title IV 
Grant for dependents of soldiers who died as a result 
of service in the U.S. military in Iraq or Afghanistan 
after September 11, 2001. The program has a duration 
of 6 Scheduled Awards, which equals 600% Lifetime 
Eligibility (LEU). 


Iraq Afghanistan Service Grant Indicator A field 
added to COD for Award Years 2011-2012 and 
forward. This indicator is checked by the school when 
entering the award on the COD website and notifies 
the Department of the school’s desire to award the 
student an Iraq and Afghanistan Service Grant. 


IRS Internal Revenue Service 


IRS DRT Internal Revenue Service Data Retrieval 
Tool 
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IRS Data Retrieval Tool (DRT) The feature that 
allows students and parents who are using FAFSA on 
the Web and who have already submitted their federal 
tax return to electronically retrieve certain tax data 
from the IRS database for entry on their FAFSA. 


IRS Request Flags ‘The Student IRS Request Flag and 
Parent IRS Request Flag on the SAR/ISIR indicate 
whether the IRS data retrieval process was used and 
the result if used. 


ISIR Institutional Student Information Record 


ISIR Analysis Tool Tool used to review and analyze 
a school’s Institutional Student Information Record 
(ISIR) data, and better understand the verification 
process and the characteristics of its FSA applicant 
population. The ISIR Analysis Tool is accessible 
through the FAA Main Menu of the FAA Access to 
CPS Online Website. 


ISIR Guide Annual ED reference publication that aid 
administrators use to interpret student information on 
the ISIR. It also explains codes and flags that appear in 
the FAA Information section of the ISIR. Located at: 
www.ifap.ed.gov. 


ISP Internet Service Provider 


IT Information Technology 


J 


JLD Job Location and Development (Program) in 
Federal Work-Study Program 


Job Location and Development (JLD) Program A 
school is allowed to use part of the federal funds 

it receives under FWS to encourage students to 
participate in community service activities and to 
expand off-campus job opportunities for students who 
are currently enrolled and who want jobs regardless 

of financial need. Jobs may be located and developed 
under the JLD Program for both FWS and non-FWS 
eligible students. The federal-share limitation for a JLD 
Program is 80% of the allowable costs. 


Journal The record of journal entries in order by 
date. Often referred to as the book of original entry, 
since the entries are first recorded in a journal. From 
the journal the entries will be posted to the designated 
accounts in the general ledger. 


Journal Entry The entry made in a journal. It will 
contain the date, the account name and amount to 
be debited, and the account name and amount to be 
credited. Each journal entry must have the dollars of 
debits equal to the dollars of credits. 


L 


L_ Dear Colleague Letter designation for FFEL letters 
(published before January 2013) 


LAN Local Area Network 


Late Disbursement A disbursement made to a 
student who has ceased to be eligible. An otherwise 
eligible student becomes ineligible to receive Title IV, 
HEA program funds on the date that 


¢ — for a Direct Loan, the student is no longer 
enrolled at the institution as at least a half- 
time student for the period of enrollment for 
which the loan was intended; or 


¢ for an award under the Federal Pell Grant, 
FSEOG, Federal Perkins Loan, Iraq- 
Afghanistan Service Grant, and TEACH 
Grant programs, the student is no longer 
enrolled at the institution for the award year. 


Late Fee or Charges A fee that may be assessed if a 
scheduled FSA loan payment is not made by the due 
date. 


Lawful Permanent Resident (LPR) Noncitizens who 
are legally permitted to live and work in the U.S. 
permanently. LPRs are potentially eligible for Title IV 
aid. Form I-551 is the standard document supporting 
LPR status (before 1997 “green cards” were used). 


LD Dear Colleague Letter designation for limited 
distribution letters (published before January 2013) 


LDA Last Date of Attendance 


LEA Local Educational Agency 
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LEAP Leveraging Educational Assistance Partnership 
Program 


Legal Guardian An individual appointed by a court 
to be a “guardian” of a person and specifically required 
by the court to use his or her financial resources for the 
support of that person. 


Legally Authorized The legal status granted to an 
institution through a charter, license, or other written 
document issued by the appropriate agency or official 
of the State in which the institution is physically 
located. 


Lender The organization that initially made 

an education loan. The lender could be the US. 
Department of Education, the borrower’s school, or a 
lending institution. 


Letter of Credit Document granted by banks stating 
that the bank will guarantee amounts that its customer 
incurred. 


Letter of Credit Requirement If a school fails to meet 
the Refund Reserve Standard for returning funds in 

a timely manner in either of its two most recently 
completed fiscal years, the school may be required to 
submit an irrevocable letter of credit acceptable and 
payable to the Department equal to 25% of the returns 
the school made or should have made during its most 
recently completed fiscal year. Public schools and 
schools covered by a state tuition recovery fund that 
has been approved by the Department are not subject 
to the letter of credit requirements. 


LEU Lifetime Eligibility Used 


Level Of Expenditure (LOE) In the Perkins 

Loan Program, the maximum dollar amount the 
Department allows a school to expend from the 
school’s Perkins loan fund in a given award year. 
The LOE includes all authorized expenditures for the 
program, including loans to students, administrative 
cost allowance, and collection costs. 


Leveraging Educational Assistance Partnership (LEAP) 
Program A grant program authorized by Title IV of 
the HEA. 


Liability For federal accounting purposes, a probable 
future outflow or other sacrifice of resources as a result 
of past transactions or events. 


Librarian with a Master’s Degree An information 
professional trained in library or information science 
who has obtained a postgraduate academic degree 

in library science awarded after the completion of 
an academic program of up to six years in duration, 
excluding a doctorate or professional degree. 


Lifetime Eligibility Used (LEU) ‘The sum of all annual 
Eligibility Used (EU) percentages for Pell Grant and 
Iraq and Afghanistan Service Grant recipients. The 
maximum a student may receive is the equivalent of 12 
full-time semesters, or 6 scheduled awards. The COD 
system tracks a student’s Pell LEU percentage. 


Limitation (of participation) The continuation 

of a school’s or third-party servicer’s eligibility 

to participate in the Title IV programs subject to 
compliance with special conditions established by 
agreement with the Department or imposed as the 
result of a limitation or termination proceeding. 


Liquidation Inthe Perkins Loan Program, a series of 
steps a school must follow when withdrawing from the 
program or closing. 


Liquidation Period One of the award periods in G5. 
The liquidation period is one month long, follows the 
performance period and is the first closeout phase. 
During the liquidation period 


¢ no new expenditures may be processed 
against a grant award; 


¢ schools can draw down funds for obligations 
incurred during the performance period; and 


¢ schools may use the period to adjust draw- 
downs for expenditures incurred during the 
performance period. 


The last date a school can draw down cash from the 
Department without special permission from the 
program office is the end of the liquidation period. 


Liquidity The availability of cash or ability to obtain it 
quickly. Debt paying ability. 
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LOA Leave of Absence 


Loan Balance The amount owed on a loan that if 
paid will retire the loan. See Loan Principal. 


Loan Disclosure Statement (Direct Loan) A 
document that provides a Direct Loan borrower 

with important loan-specific information, such as 

the anticipated loan disbursement amounts, the 
anticipated loan disbursement dates, and the amount 
of the borrower’s loan fee. It is provided to the 
borrower before or at the time of the first disbursement 
of a Direct Loan. 


Loan Forgiveness ‘The cancellation or reduction of a 
loan debt under the FFEL or Direct Loan programs for 
certain types of public service. 


Loan Guarantee Any guarantee, insurance, or other 
pledge with respect to the payment of all or part of 
the principal or interest on any debt obligation of a 
borrower to a nonfederal lender. 


Loan Holder The organization that owns a loan. 
Examples include the U.S. Department of Education, 
banks, and schools. Most federal student loans made 
since July 1, 2010, are owned by the U.S. Department 
of Education. The current loan holder may be different 
than the organization that originally made the loan. 
The loan holder may be different than the loan 
servicer. 


Loan Period See Period of Enrollment. 


Loan Principal Initially, the amount borrowed plus 
any fees charged by the lender. Later, it includes 
capitalized interest, charges and fees allowed by 
regulation, less any amount paid and credited to 
principal, and any amount cancelled, forgiven, or 
discharged. 


Loan Proration Proportionally reducing an 
undergraduate Direct Loan borrower’s annual loan 
limit if the borrower is enrolled in a program shorter 
than a full academic year, or in a program that is more 
than one academic year in length but is in a remaining 
period of study shorter than a full academic year. 


Loan Servicer An entity that collects payments on 
loans, responds to customer service inquiries, and 
performs other administrative tasks associated with 
maintaining a loan (e.g., processing requests for a 
change in repayment plans). A federal loan servicer is a 
loan servicer for the U.S. Department of Education. 


Local Educational Agency (LEA) (1) A public 

board of education or other public authority legally 
constituted within a state to administer, direct, or 
perform a service function for public elementary or 
secondary schools in a city, county, township, school 
district, or other political subdivision of a state; or 
such combination of school districts of counties as are 
recognized in a state as an administrative agency for its 
public elementary or secondary schools. (2) Any other 
public institution or agency having administrative 
control and direction of a public elementary or 
secondary school. 


Lockbox (bank lockbox) Speeds the availability of 
funds from cash collections by reducing the time from 
the customer mailing the check until the funds are 
available to spend. Remittances are sent to a bank near 
the customer and the bank deposits funds speedily to 
the payee’s account. 


LOE Level of Expenditure (in the Federal Perkins 
Loan Program) 


LOR Loan Origination Record 


Loss (n.) (financial) Any expense or irrecoverable 
cost, often referred to as a form of nonrecurring 
charge; an expenditure from which no present or 
future benefit may be expected. 


Low-Income Community A community where 

there is a high concentration of children eligible to be 
counted under Title I of the Elementary and Secondary 
Education Act of 1965, as amended. 


Low-Income Individual A person whose income falls 
below the Income Protection Allowances published 
annually by the Department in the Federal Register. 
LSDA Late Stage Delinquency Assistance 


LST Limit, Suspend or Terminate (a school’s partici- 
pation in the federal student aid programs) 
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M 


Major Disaster Any natural catastrophe (including 
any hurricane, tornado, storm, high water, wind 
driven water, tidal wave, tsunami, earthquake, 
volcanic eruption, landslide, mudslide, snowstorm, 
or drought), or, regardless of cause, any fire, flood, or 
explosion, in any part of the United States, which, in 
the determination of the President, causes damage of 
sufficient severity and magnitude to warrant major 
disaster assistance to supplement the efforts and 
available resources of states, local governments, and 
disaster relief organizations in alleviating the damage, 
loss, hardship, or suffering caused thereby. 


Mandatory Forbearance (or Mandatory Administrative 
Forbearance) Forbearance a lender is required to 
grant because a borrower satisfies criteria such as 
military or domestic service, residence in a designated 
disaster area, changes in certain repayment plans, 

and medical and dental residency. The Direct Loan 
and Perkins Loan Program have different qualifying 
requirements. 


Master Promissory Note (MPN) A promissory note 
that can be used to make one or more loans for one or 
more academic years (up to 10 years). An MPN lists 
the terms and conditions under which the borrower 
agrees to repay the loan and explains the borrower’s 
rights and responsibilities. 


Matching Inthe Campus-Based Programs, with 
certain exceptions, schools that participate in the 
Campus-Based Programs must provide nonfederal 
funds as a match for the federal funds they receive. 
The specific matching requirements for each Campus- 
Based Program are different. The institutional matches 
are known as the institutional nonfederal share in 

the FWS and FSEOG programs and the institutional 
capital contribution in the Perkins Program. 


Material Weaknesses (in financial reporting) 
Reportable condition or combination of reportable 
conditions, that results in more than a remote 
likelihood that a material misstatement of the financial 
statements, or other significant financial reports, will 
not be prevented or detected. 


Maximum Eligibility Period (Direct Loan) A period 
of time, measured in academic years, equal to 150 
percent of the length of the educational program, as 
published by the institution, in which the borrower is 
currently enrolled. 


MD and A_ Management’s Discussion and Analysis 
in an audit report 


MDE Multiple Data Entry 


Measurable Can be determined with reasonable 
certainty or is reasonably estimable. 


Medical Technician An allied health professional 
(working in fields such as therapy, dental hygiene, 
medical technology, or nutrition) who is certified, 
registered, or licensed by the appropriate state agency 
in the state in which he or she provides health care 
services. An allied health professional is someone 
who assists, facilitates, or complements the work of 
physicians and other specialists in the health care 
system. 


Merit-Based Aid Financial aid awarded on the basis 
of specific accomplishments or talents rather than 
financial need. 


Minimum Loan Period The shortest permissible 
length of time for which a loan may be made. For 
standard term credit-hour programs and nonstandard 
term SE9W programs, the minimum loan period is the 
term. For non-term programs, clock-hour programs, 
and non-standard term, non-SE9W programs, the 
minimum loan period is the lesser of 


¢ the length of the program; 
¢ the remaining portion of the program; or 


¢ the academic year. 


A-48 


FSA HB September 2016 


Appendix A—Federal Student Aid Glossary and Acronyms 


Misrepresentation Any false, erroneous or 
misleading statement by an eligible institution, one 
of its representatives, or any ineligible institution, 
organization, or person with whom the eligible 
institution has an agreement to provide educational 
programs, or to provide marketing, advertising, 
recruiting, or admissions services made directly 

or indirectly to a student, prospective student or 
any member of the public, or to an accrediting 
agency, to a state agency, or to the Department. 

A misleading statement includes any statement 
that has the likelihood or tendency to deceive or 
confuse. A statement is any communication made 
in writing, visually, orally, or through other means. 
Misrepresentation includes the dissemination of a 
student endorsement or testimonial that a student 
gives either under duress or because the institution 
required the student to make such an endorsement or 
testimonial to participate in a program. 


Module A period of enrollment that is shorter than 

a school’s regularly scheduled academic periods that 
either falls within but does not span an entire semester, 
or falls between of a school’s regularly scheduled 
academic periods. Often referred to by schools as a 
mini-session. 


Modules or Offered in Modules A program is “offered 
in modules” if a course or courses in the program does 
not span the entire length of the payment period or 
period of enrollment. 


MOP Method of Payment 

MOR Memorandum of Record 

MOU Memorandum of Understanding 
MPN Master Promissory Note 


MPN Acknowledgement The COD response sent to 
schools upon receipt of an MPN once edits have been 
performed and the linking attempted by COD. 


MPN ID The unique identifier printed on the MPN. 
It is made up of a student’s SSN, “M” for subsidized 
or unsubsidized, “N” for Parent PLUS and Grad 
PLUS, the last two digits of the award year, a school’s 
Direct Loan code, and a three-digit sequence number. 
Example: 123456789M07G12345001. 


Multi-Year (MY) Feature The feature of the Master 
Promissory Note that allows multiple Direct Loans 

for the same student borrower to be disbursed under 
the same MPN. Once an MPN has been accepted and 
remains open, schools that use this feature do not have 
to obtain a new promissory note each academic year. 
The MPN may be valid for up to 10 years. 


Multiple Disbursement Requirement The requirement 
that FSA funds, except the Federal Work-Study wages, 
be paid in two or more installments of approximately 
equal increments. 


MRR_ Multiple Reporting Record 


Multiple Reporting Record(MRR) For the Pell 

Grant program, the MRR identifies originations and 
disbursements being reported by more than one 
institution for the same student during the same 
period of time. The multiple report records are 
designed to provide institutions with information to 
identify and resolve potential overaward payments and 
concurrent enrollments before they occur. 


MY Multi-Year feature of Direct Loan promissory 
notes 


N 


NACUBO _ National Association of College and Uni- 
versity Business Officers 


NAPD_ Net Accepted and Posted Disbursements 


NASFAA National Association of Student Financial 
Aid Administrators 


NASSGAP National Association of State Student 
Grant and Aid Programs 


National Committee on Foreign Medical Education and 
Accreditation (NCFMEA) _ ‘The operational commit- 
tee of medical experts established by the Department 
to determine whether the medical school accrediting 
standards used in other countries are comparable to 
those applied to medical schools in the United States, 
for purposes of evaluating the eligibility of accredited 
foreign graduate medical schools to participate in the 
Title IV, HEA programs. 
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National Credit Bureau or Nationwide Consumer 
Reporting Agency A credit bureau with a service area 
that encompasses more than a single region of the 
country. Any one of the national credit bureaus with 
which the Department has an agreement. 


National Early Intervention Scholarship and 
Partnership (NEISP) Program The scholarship 
program authorized by Chapter 2 of subpart 1 of Title 
IV-A of the HEA. 


National Institute of Standards and Technology A 
measurement standards laboratory which is a non- 
regulatory agency of the United States Department 
of Commerce. The institute's mission is to promote 
US. innovation and institutional competitiveness 
by advancing measurement science, standards, and 
technology in ways that enhance economic security 
and improve quality of life. 


National Science and Mathematics Access to Retain 
Talent Grant (National SMART Grant) Program 

A previously offered grant program under which 
grants were awarded during the third and fourth 
academic years of study to eligible financially needy 
undergraduate students pursuing eligible majors in 
the physical, life, or computer sciences, mathematics, 
technology, or engineering, or foreign languages 
determined to be critical to the national security of the 
United States. 


National Student Loan Data System (NSLDS”) 

The Department of Education's central database for 
student financial aid. It contains student-level data 
received from schools, the Direct Loan Program, the 
Pell Grant Program, and other ED programs and 
offices. NSLDS provides a centralized, integrated 
view of federal student aid loans and Pell grants and 
tracks them through their entire cycle. Located on the 
web at www.nsldsfap.ed.gov/nslds_FAP/default.jsp 


Nationally Recognized Accrediting Agency An agency 
or association that the Department recognizes as a 
reliable authority to determine the quality of education 
or training offered by an institution or a program 
offered by an institution. The Department recognizes 
these agencies and associations under the provisions of 
34 CER part 602 and publishes a list of the recognized 


agencies in the Federal Register. 
NCES _ National Center for Educational Statistics 


NCSFMEA_ National Committee on Foreign Medical 
Education and Accreditation 


NCUA National Credit Union Association 


NDSL_ National Direct (or Defense) Student Loan 
Program 


Need-based Employment Employment provided 

by an institution itself or by another entity to a 
student who has demonstrated to the institution 

or the entity (through standards or methods it 
establishes) a financial need for the earnings from that 
employment for the purpose of defraying educational 
costs of attendance for the award year for which the 
employment is provided. 


Negative Assurance A statement of what the CPA 
does not know as opposed to what the CPA believes 
(positive assurance) that is, a statement that nothing 
came to his attention that caused him to believe 

that the accounts examined did not meet a specified 
standard. A statement that the CPA was “not aware of 
material modifications that should be made to financial 
statements for them to conform with U.S. generally 
accepted accounting principles” is negative assurance. 


Negotiated Rulemaking (Neg. Reg) Section 492 of 
the Higher Education Act (HEA) requires that, before 
publishing any proposed regulations to implement 
programs under Title IV of the HEA, the Department 
obtain public involvement in the development of those 
proposed regulations. Negotiated Rulemaking is the 
process the Department uses to obtain input from 
organizations and groups that represent the interests 
significantly affected by the proposed regulations. 


NEISP National Early Intervention Scholarship and 
Partnership (Program) 


Net Accepted and Posted Disbursements Total actual 
disbursements [Disbursement Release Indicator 
(DRI) = True] that have been accepted and posted on 
the COD System plus accepted actual disbursement 
adjustments (upward or downward). 
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Net Assets The current market value at the time of 
application of the assets (not including a home or 
farm) minus the outstanding liabilities or indebtedness 
against the assets. 


Net Drawdowns or Payments Cash Receipts (funds 
drawn through G5) minus Refunds of Cash (funds 
returned through G5) minus Returns of Cash 
(drawdowns rejected by the school’s bank). This figure 
will also include drawdown adjustments. 


Net Income Ratio A measure of a college’s 
profitability, used when calculating the composite 
score. The net income ratio is expressed as a fraction 
with the income before taxes as the numerator and the 
total revenues as the denominator. 


Net Price Calculator An online tool providing 
estimated net price information to current and 
prospective students and based, as much as possible, 
on their individual circumstances. Net price is defined 
as the cost of attendance minus the average yearly 
grant and scholarship aid, and all Title IV schools that 
enroll full-time, first-time degree- or certificate-seeking 
undergraduate students must have on their website a 
net price calculator. 


NFC_ National Finance Center 


NIST National Institute of Standards and 
Technology 


Nominal (Face or Par) Value or Amount ‘The amount 
of a bond, note, mortgage, or other security as stated in 
the instrument itself, exclusive of interest or dividend 
accumulations. The nominal amount may or may not 
coincide with the price at which the instrument was 
first sold, its present market value, or its redemption 
price. Often referred to as the stated value. 


Noncampus Building or Property Any building 

or property owned or controlled by a student 
organization that is officially recognized by the 
institution; or any building or property owned or 
controlled by an institution that is used in direct 
support of, or in relation to, the institution’s 
educational purposes, is frequently used by students, 
and is not within the same reasonably contiguous 
geographic area of the institution. 


Noncash Contribution The paying of a school’s share 
of a student’s Federal Work-Study wages through a 
contribution of services or equipment—for example, 
tuition and fees, room and board, and books and 
supplies. 


Non-conformance (in financial reporting) A 
condition in which financial management systems 

do not substantially conform to financial systems 
requirements. Financial management systems include 
both financial and related (or mixed) systems. 


Non-Credential Teacher Certification Program 
Coursework Coursework for which a school does 
not award an academic credential for a course that is 
required for teacher certification or recertification in 
the state where the student plans to teach. 


Nonfederal Audit A school financial statement and/ 
or compliance audit conducted by an independent 
public accountant (as defined by the audit standards 
of the U.S. General Accounting Office) who has been 
hired by the school. Also called an Independent Audit 
or an OMB Circular A-133 audit. 


Nonfederal Share of FSEOG The share of FFEOG 
grants made to students from the school’s own 
resources. In general, this “match” must equal 25% of 
the total FSEOG awards made to students. The school’s 
resources may include the following: 


¢ institutional scholarships and grants; 


* waivers of tuition or fees; 


¢ the nonfederal portion of state scholarships 
and grants; and 


¢ funds from foundations or other charitable 
organizations. 


The types of nonfederal FSEOG matching include the 
individual recipient basis, aggregate basis, and fund- 
specific basis. 
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Nonfederal Share of FWS (Institutional Share) The 
share of a student’s wages paid by a school from school 
or other eligible funds. In general, a school must 
contribute (match) 25% of the student’s total wages. 
There are exceptions for employment 


¢ — in civic education and community service 
projects; 


¢ asa reading tutor for preschool-age children 
or elementary school children; 


¢ as a mathematics tutor for children in 
elementary school through ninth grade; 


¢ in family literacy projects that provide servic- 
es to families with preschool or elementary 
age children; and 


¢ ata private nonprofit organization or a fed- 
eral, state, or local public agency. 


A school may also pay the nonfederal share with 
noncash contributions. 


Non-Material Weaknesses (in financial reporting) 
Control problems that can be corrected at the Principal 
Office level without the approval or attention of the 
next higher level of management. 


Nonprofit Institution (Domestic) An institution that 


¢ is owned and operated by one or more non- 
profit corporations or associations, no part of 
the net earnings of which benefits any private 
shareholder or individual; 


¢ — is legally authorized to operate as a nonprofit 
organization by each state in which it is 
physically located; and 


¢ is determined by the U.S. Internal Revenue 
Service to be an organization to which con- 
tributions are tax-deductible in accordance 
with section 501(c)(3) of the Internal Rev- 
enue Code. 


Nonprofit Institution (Foreign) An institution that 
is owned and operated only by one or more nonprofit 
corporations or associations; and 


¢ — if'a recognized tax authority of the institu- 
tion’s home country is recognized by the 
Department for purposes of making deter- 


minations of an institution’s nonprofit status 
for Title IV purposes, is determined by that 
tax authority to be a nonprofit educational 
institution; or 


¢ — if no recognized tax authority of the institu- 
tion’s home country is recognized by the 
Department for purposes of making deter- 
minations of an institution’s nonprofit status 
for Title IV purposes, the foreign institution 
demonstrates to the satisfaction of the 
Department that it is a nonprofit educational 
institution; or 


¢ — is determined by the U.S. Internal Revenue 
Service to be an organization to which con- 
tributions are tax-deductible in accordance 
with section 501(c)(3) of the Internal 
Revenue Code (26 U.S.C. 501(c)(3)). 


Nonprofit Organization An organization owned and 
operated by one or more nonprofit corporations or 
associations where no part of the organization’s net 
earnings benefits, or may lawfully benefit, any private 
shareholder or entity. An organization may show that 
it is nonprofit by meeting the provisions of § 75.51 of 
the Education Department General Administrative 
Regulations (EDGAR), 34 CFR 75.51. 


Nonstandard Term Academic or payment period 
in which classes are expected to begin and end within 
fixed starting and ending dates but the terms are not 
the length of standard terms (14—17 weeks long). 


Nonterm An academic or payment period in which 
classes do not to begin and end within a fixed dates. 
A program measuring progress in clock hours is 
always considered a nonterm program. A credit-hour 
program is considered nonterm if it has: 


¢ courses that do not begin and end within a 
set period of time; 
¢ courses that overlap terms; 


¢ — self-paced and independent study courses 
that overlap terms; or 


¢ — sequential courses that do not begin and end 
within a term. 
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Normal Time The amount of time necessary for 

a student to complete all requirements for a degree 
or certificate according to the institution’s catalog. 
This is typically four years for a bachelor’s degree in 
a standard term-based institution, two years for an 
associate degree in a standard term-based institution, 
and the various scheduled times for certificate 
programs. 


Notice Notification about the availability of 
information an institution is required to disclose and 
provide to an individual on a one-to-one basis through 
an appropriate mailing or publication, including direct 
mailing through the U.S. Postal Service, campus mail, 
or electronic mail. Posting on an Internet website or an 
intranet website does not constitute a notice. 


Notice of Proposed Rulemaking (NPRM) An 
announcement of an agency’s plan to draft regulations 
that solve problems and accomplish goals and to give 
interested persons an opportunity to submit comments 
to improve the final regulations. 


NPRM _ Notice of Proposed Rulemaking 
NRM_ Negotiated Rulemaking 
NSC National Student Clearinghouse 


NSF Non-Sufficient Funds 


NSLDS_ National Student Loan Data System 


NSLDSFAP_ National Student Loan Data System 
Professional Access Website 


NSLDS Match Flag ‘The result on a SAR/ISIR of the 
match with NSLDS for identifying potential default 
or overpayment issues in the applicant’s financial aid 
history. 


NSLDS Postscreening The process through which 
NSLDS assists schools to detect significant changes 
to a student’s financial aid history that may affect 

a student’s aid eligibility. If NSLDS detects such a 
change, it will inform CPS. CPS generates a new ISIR 
and a new NSLDS transaction number. 


Number in College The number of persons in the 
household size that are enrolled at least half time in 

a degree or certificate program at a Title [V-eligible 
postsecondary school. Number in College is used in the 
EFC calculation and is subject to verification. 


Nurse A licensed practical nurse, a registered nurse, 
or other individual who is licensed by the appropriate 
State agency to provide nursing services. 


O 


Obligated Balances ‘The net amount of obligations in 
a given account for which payment has not yet been 
made. 


Obligation Binding agreements that will result in 
outlays immediately or in the future. 


Obligations Amounts of orders placed, contracts 
awarded, services received, and other transactions 
occurring during a given period that would require 
payments during the same or a future period. 


OC Object Class/Objective Classification 
OCFO_ Office of Chief Financial Officer 

OCIO_ Office of the Chief Information Officer 
OCR _ Office of Civil Rights 


Office of the General Counsel (OGC) An office 
within the Department of Education. OGC provides 
legal services to all units within of the Department. 


Office of the Inspector General (OIG) An office 
within the Department of Education. Within the 
office, Investigation Services (IS) is responsible for all 
investigative activities relating to the Department’s 
programs and operations and the prevention and 
detection of fraud and abuse in these programs and 
operations. 


Office of Postsecondary Education Identification 
Number (OPEID) An eight-digit number assigned to 
an institution upon approval to participate in Federal 
Student Aid programs. It is used throughout multiple 
systems to identify a school entity (the first six digits) 
and its individual locations (the last two digits). 
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Official Cohort Default Rate The official cohort is the 
cohort default rate the Department publishes for an 
institution under 34 CFR 668.186. Cohort default rates 
calculated for the FFEL and Direct Loan programs are 
not related in any way to cohort default rates that are 
calculated for the Federal Perkins Loan Program. 


Official Reporting Date ‘The date on which an 
institution must report fall enrollment data to either 
the state, its board of trustees or governing board, or 
some other external governing body. 


OGC_ Office of General Council 

OHA Office of Hearings and Appeals 
OIG Office of Inspector General 

OMB _ Office of Management and Budget 


On-Campus Student Housing Facility A dormitory or 
other residential facility for students that is located on 
an institution’s campus, as defined in § 668.46(a). 


On-Time Payment A federal student loan payment 
made within 15 days of the scheduled due date. 


One-Academic-Year Training Program An 
educational program that is at one academic year in 
length as defined under 34 CFR 668.2. 


One-Third of an Academic Year A period that 

is one-third of an academic year as determined 

by an institution. At a minimum, one-third of an 
academic year must be a period that begins on the 
first day of classes and ends on the last day of classes 
or examinations and is a minimum of 10 weeks of 
instructional time during which, for an undergraduate 
educational program, a full-time student is expected 
to complete at least eight semester or trimester hours 
or 12 quarter hours in an educational program whose 
length is measured in credit hours or 300 clock hours 
in an educational program whose length is measured 
in clock hours. 


For an institution whose academic year has been 
reduced under § 668.3, one-third of an academic year 
is the pro-rated equivalent, as measured in weeks 

and credit or clock hours, of at least one-third of the 
institution’s academic year. 


OM _ Office of Management 

OMB Office of Management and Budget 
OOD Object Oriented Development 
OPD Operations Performance Division 


OPE Office of Postsecondary Education (in the U.S. 
Department of Education) 


OPE-ID Office of Postsecondary Education Identifier 


Origination ‘The process through which and point at 
which a school creates and certifies a loan. 


Origination Fee The amount a borrower is required 
to pay the Department to help defray the costs of 
subsidizing a Direct Loan. 


Other Financial Assistance For purposes of 
determining a student's eligibility for Title IV 

funds, estimated financial assistance includes all 
scholarships, grants, loans, or other assistance known 
to the institution at the time the determination of the 
student’s need is made, including national service 
educational awards or post-service benefits under 

Title I of the National and Community Service Act of 
1990 (42 U.S.C. 12511 et seq.), but excluding veterans’ 
education benefits as defined in subsection (c). In 
general, tuition prepayment plans shall reduce the cost 
of attendance by the amount of the prepayment, and 
shall not be considered estimated financial assistance. 
For a detailed explanation of the components included 
in Other Financial Assistance see the Higher Education 
Act, as amended, Part F, Section 480(j). 


Other Information Standard in Auditor’s Report 
Information other than the audited financial 
statements and the related auditor’s report, included 

in a company’s annual report. The other information 
standard requires an auditor to focus on the 
responsibility to identify material inconsistencies 
between the other information and the company’s 
audited financial statements and on the identification of 
material misstatements of fact, based on relevant evidence 
obtained and conclusions reached during the audit. 
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Outlay The issuance of checks, disbursement of cash, 
or electronic transfer of funds made to liquidate an 
obligation. 


Output Document ‘The Student Aid Report (SAR), 
Electronic Student Aid Report (ESAR), or other 
document or automated data generated by the 
Department of Education’s central processing system 
or Multiple Data Entry processing system as the 
result of the processing of data provided in the Free 
Application for Federal Student Aid (FAFSA). 


Overaward Amount by which a student’s aid 
package exceeds his or her need. An overaward 
exists whenever a 


¢ school awards aid either to a student who is 
ineligible for a specific program or to a stu- 
dent who is ineligible for any FSA program 
assistance; 


¢  student’s award in an individual program 
exceeds the regulatory maximum, e.g., life- 
time limit for Pell Grant, annual or aggregate 
loan limits, annual limit on Federal 
Supplementary Educational Opportunity 
Grant (FSEOG) awards, or a Pell award 
based on the wrong payment schedule or en- 
rollment status; 


¢ — student's aid package exceeds his or her need 
(including when the student’s Expected Fam- 
ily Contribution [EFC] is revised upward 
after initial packaging); 


¢ — student’s award exceeds his or her cost of at- 
tendance (COA); and 


¢ student is receiving a Pell Grant or Iraq 
and Afghanistan Service Grant at multiple 
schools for the same period. 


Overpayment Funds disbursed to a student in excess 
of his or her need. That is, an overpayment exists when 
some or all of the funds that make up an overaward 
have been disbursed to the student. 


Ownership Interest The possession of substantially all 
of the benefits and risks incident to ownership. 


P 


P_ Dear Colleague Letter designation for Pell Grant 
Program letters (published before January 2013) 


PA Payment Analyst (in Performance Improvement 
and Procedures Service Group) 


Pace of Completion The quantitative component 
(along with the qualitative component, ie. grades) of 
Satisfactory Academic Progress (SAP). The minimum 
amount of academic credit/hours a student must 
complete to remain on track to finish the academic 
program within SAP limits. See Satisfactory Academic 
Progress. 


Packaging A school’s process for determining the 
type and amount assistance (from all sources) that will 
be offered to a student. 


PAN Payee Account Number 


Paper Secondary Confirmation — ‘The process for 
documenting that a student is an eligible noncitizen 
used when a student doesn’t pass automated secondary 
confirmation or a school has conflicting information. 
Paper secondary confirmation is accomplished by use 
of the G-845 form and supporting documents. 


Parent A student’s biological or adoptive mother 
or father or the student’s stepparent, if the biological 
parent or adoptive mother or father has remarried at 
the time of application. 


Participating Institution An eligible institution that 
meets the standards for participation in federal student 
aid programs in subpart B and has a current program 
participation agreement with the Department. 


Past Performance and Affiliation Standards The 
financial responsibility standards that look at schools’ 
and affiliated officials’ past performance (34 CFR 
668.174) as it relates to the Title IV programs. 


Pass-Through Charges Cost of housing or education 
supplies (books and materials) assessed by a third- 
party but paid (with a student’s authorization) from 
a student’s FSA funds if the school has entered into a 
contract with the third party to provide institutional 
housing and/or bookstore services. 
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Pastoral Counselor A person who is associated with 
a religious order or denomination, is recognized by 
that religious order or denomination as someone who 
provides confidential counseling, and is functioning 
within the scope of that recognition as a pastoral 
counselor. 


Payee is an entity (designated by the grantee) to 
request and manage federal funds on its behalf. The 
grantee and payee can be the same entity. 


Payee (in G5) ‘The recipient (organization or 
individual) of Department of Education funds 
responsible for accounting for those funds. The payee 
may be a single entity, such as a college or a central 
finance office, that requests funds and prepares 
financial reports for several organizations within its 
system. 


Payment (in G5) Funds deposited into payees’ 
accounts. The payment must be disbursed within three 
business days. 


Payment Analyst Formerly Reimbursement Analyst. 
An FSA employee who ensures that schools subject 
to heightened cash management have accurately 
determined FSA eligibility of, and payment to each 
student, with sufficient funds in the school’s G5 
account, and submits documentation to that effect. 


Payment Data An electronic record that is provided 
to the Department by an institution showing student 
disbursement information. 


Payment Methods ‘The methods through which the 
Department provides funds to schools, including 
the advance payment method, the reimbursement 
payment method, and the cash monitoring payment 
methods. 


Payment Period ‘The academic period or period of 
enrollment established by an institution for which 
financial aid is disbursed. Payments for all federal 
student aid programs except FWS must be made on a 
payment period basis. 


Payoff Amount ‘The total required to pay off a loan. It 
includes the loan principal, capitalized interest, accrued 
interest, late charges, and other charges, fees, and costs 

allowed by the applicable regulations. 


Payoff Date The date on which a loan payoff 
calculation is based. 


PBO  Performance-Based Organization 
PC Parental Contribution 
PDF Portable Document Format 


Peak Enrollment Occurs when at least 25 percent of 
a school’s students start classes during a given 30-day 
period. A school is given some leeway under the excess 
cash rules during this period. 


Peer Review A monitoring program in which the 
audit documentation of one CPA firm is periodically 
reviewed by independent partners of other firms to 
determine that it conforms to the standards of the 
profession. 


Pell Eligible Flag The field in the ISIR that alerts 
schools to an applicant’s Pell Grant eligibility status. A 
“Y” confirms that a student’s EFC and undergraduate 
or qualifying graduate status make him or her eligible 
for a Pell Grant and that the record has been included 
in the payment system database. This flag does not take 
into account whether students have reached their Pell 
lifetime eligibility used limit. 


Pell Formula(s) Formulas used to calculate an eligible 
student’s annual Pell Grant. The formula used for an 
individual student are differentiated by a student’s 
enrollment status and program type. 


Pell Grant Payment and Disbursement Schedule (Pell 
Disbursement or Payment Schedule) A table showing 
the annual awards that three-quarter, half-time, and 
less-than-half-time students at term-based institutions 
using credit hours would receive for an academic year 
in the Pell Grant Program. This table is published 
annually by the Department and is based on 


¢ astudent’s expected family contribution 
(EFC), as determined in accordance with 
Title IV, part F of the HEA; 


¢ astudent’s attendance costs as defined in 
Title IV, part F of the HEA; and 


¢ the amount of funds available for making 
Federal Pell Grants. 
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Pell Grant Pending Disbursement List This list is 
automatically generated by COD and sent to a school’s 
SAIG mailbox. It produces a listing of anticipated 
disbursements (Disbursement Release Indicator (DRI) 
set to false) and actual disbursements ((DRI) set to 
true) with dates set 8 to 30 days in the future. The list 
can be used to monitor anticipated disbursements 
nearing disbursement dates to either set the DRI 

to true for confirmed eligible students, or to cancel 
the award for ineligible students. The list also can 

be used to monitor awards scheduled for upcoming 
disbursements to determine current eligibility. 


Pell Grant Reconciliation Report Sent annually 

by COD just prior to the close of the award year 
(September 30), the report provides a one-record 
per student summary of the total YTD Pell Grant 
disbursements in COD. Pell Grant Reconciliation 
Reports can also be ordered by a school through the 
COD web and are useful for both monthly and year- 
end reconciliation. 


Pell Grant Verification Status Report Provides a list 
of students selected by the CPS for verification who 
have either a blank or W verification status in COD. 
Students whose verification status is “W” must be 
updated to be reconciled. Students whose verification 
status is “blank” must be updated to be disbursed. 
COD automatically sends the report to the school’s 
SAIG mailbox on a monthly basis through the last day 
of December for the award year ending on July 31. 


Pell Grant Year-to-Date (YTD) Record Contains 
detailed award and disbursement information at a 
transaction level. Pell Grant YTD Records are created 
only upon school requests. They can be requested on a 
per student, or all students, basis and they are a good 
tool for reconciling of student Pell data and rebuilding 
a school’s corrupted data base. On an “all student” 
basis, the Pell Grant YTD Record shows the number 
of recipients at the school; the number of award and/ 
or disbursement records that were accepted, corrected, 
and rejected; and, for certain edit codes, the number 
of times a school received that specific edit code on a 
response document. 


PEPS Postsecondary Education Participants System 


Percentage of Period Completed For Return of Title 
IV Funds purposes, the percentage determined by 
dividing the number of days or clock-hours in a 
payment period or period of enrollment, as applicable, 
completed by a student before he or she withdrew by 
the total length of the payment period or period of 
enrollment in days or clock hours. 


Percent of Scheduled Award Used by Award Year 

(in Pell) The percent of his or her Pell eligibility a 
student has used in an award year. The percentage 

is calculated by summing all of the accepted 
disbursement records for a student within an award 
year across all schools and dividing that amount by the 
Scheduled Federal Pell Grant Award for the student for 
the award year. 


Performance Period One of the award periods in 
G5. The period between the FSA program award 
begin date and the FSA program end date. During 
this period, schools can draw down cash. Once the 
performance period ends, the closeout process begins. 
During the performance period: 


¢ schools may request payments; 
¢ — schools may modify payment requests; 
¢ — schools may adjust drawdowns; and 


¢ changes may be made to the Federal Student 
Aid (FSA) program's grant awards authoriza- 
tions. 


Performance Testing Process of testing the degree to 
which a system or a component accomplishes its des- 
ignated functions within given constraints in regards 
to processing time and data transfer rates. 


Period of Enrollment ‘The period for which a federal 
education loan is intended. The period of enrollment 
must coincide with a period established by the school 
for which institutional charges are generally assessed 
(e.g., semester, trimester, quarter, length of the stu- 
dent’s program or academic year). The period of enroll- 
ment is also referred to as the loan period. 


Perkins Loan Selection Criteria In awarding Perkins 
Loans a school must give priority to those students with 
exceptional financial need (as defined by the school). A 
school’s Perkins selection procedures must be in writ- 
ing, uniformly applied, and kept on file at the school. 
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Perkins Promissory Note The legally binding 
document that is evidence of a borrower’s 
indebtedness to a school. 


Personally Identifiable Information (PII) Any 
information about an individual that can be used to 
distinguish or trace an individual’s identity (some 
examples are name, social security number, date and 
place of birth). 


P-Note Promissory Note (also PN) 

PII Personally Identifiable Information 
PIN Personal Identification Number 
PJ] Professional Judgment 

PL Public Law 


Plain Language Disclosure (PLD) Document 

that summarizes the information contained in the 
Borrower's Rights and Responsibilities Statement. A 
PLD is provided to students (and parents borrowing 
on behalf of students) who attend schools that use 
the multiyear feature of the MPN. Since borrowers 
at these schools don’t sign a new promissory note for 
each loan, a PLD is forwarded with each disclosure 
statement to remind Direct Loan borrowers of their 
rights and responsibilities. 


PLD Plain Language Disclosure 
POP Potential Overaward Process 


Positive Assurance A statement as to what the CPA 
believes. An example is an opinion that the financial 
statements are presented fairly in conformity with U.S. 
GAAP. The opposite is negative assurance. 


Post-Baccalaureate or Equivalent Medical Program A 
program offered by a foreign graduate medical school 
that requires, as a condition of admission, that its 
students have already completed their non-medical 
undergraduate studies and that consists solely of 
courses and training leading to employment as a 
doctor of medicine or doctor of osteopathic medicine. 


Post-Baccalaureate Program (in the TEACH Program) 
A program of instruction for individuals who have 
completed a baccalaureate degree, that 


¢ does not lead to a graduate degree; 


¢ consists of courses required by a state in 
order for a student to receive a professional 
certification or licensing credential that is 
required for employment as a teacher in an 
elementary school or secondary school in 
that state, except that it does not include any 
program of instruction offered by a TEACH 
Grant-eligible institution that offers a bacca- 
laureate degree in education; and 


¢ is treated as an undergraduate program of 
study for the purposes of federal student aid. 


Post-Deferment Grace Period ‘That period of six 
consecutive months which immediately follows the 
end of certain periods of deferment and precedes the 
date on which the borrower is required to resume 
repayment on a loan. 


Postsecondary Education Participants System 

(PEPS) Department system that maintains 
eligibility, certification, demographic, program review, 
financial and audit review and default rate data about 
institutions and lenders and guarantors participating 
in the Title IV programs. 


Post-Withdrawal Disbursement For Return of Title 
IV Funds purposes, the amount of federal student aid 
funds a student is eligible to receive after withdrawing. 
It is equal to the amount by which the federal student 
aid earned by a student exceeds the total federal 
student aid disbursed to the student. 


Posting Recording an entry in an account in the 
general ledger or in a subsidiary ledger. 


Postsecondary Vocational Institution One of three 
types of institutions eligible for participation in the 
Federal Student Aid programs. The others are an 
institution of higher education, and a proprietary 
institution of higher education. For a more information 
see 34 CFR 600.6. 
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Potential Overaward Process (POP) Communication 
through which COD warns schools that have reported 
Pell Grant or Iraq and Afghanistan Service Grant 
disbursements to a student if COD calculates that 

(a) the reported Pell or Iraq and Afghanistan Service 
Grants disbursements for a student in an award year 
exceed 100 percent of the student’s full scheduled 
award, or (b) a student might be receiving a Pell 
disbursements at two schools for the same period of 
time. 


Poverty Guideline The income categorized by state 
and family size in the poverty guidelines published 

annually by the United States Department of Health 
and Human Services pursuant to 42 U.S.C. 9902(2). 


PPA Program Participation Agreement 
PRCN Program Review Control Number 


Preaccredited A status that a nationally recognized 
accrediting agency, recognized by the Department to 
grant that status, has accorded an unaccredited public 
or private nonprofit institution that is progressing 
toward accreditation within a reasonable period of 
time. 


Pre-Collection Activities In the Perkins Program, 

a series of contacts a school must make during a 
student’s grace period that increase the likelihood that 
a student will begin satisfactory repayment on his or 
her Federal Perkins Loan. 


Preferred Lender Arrangement An arrangement or 
agreement between a lender and a covered institution 
or an institution-affiliated organization of such covered 
institution under which a lender provides or otherwise 
issues education loans to the students attending such 
covered institution or the families of such students; 
and that relates to such covered institution or such 
institution-afhliated organization recommending, 
promoting, or endorsing the education loan products 
of the lender. 


Prepaid Tuition Plan A savings vehicle that allows 
families to set aside funds for college expenses. Prepaid 
tuition plan funds are not considered Estimated 
Financial Assistance (EFA) in the packaging process, 
but such funds are considered an asset of the owner 

of the account, unless the owner of the account is a 
dependent student. 


Preparatory Coursework Coursework required 

in order to be eligible for enrollment in an eligible 
program. Students may be eligible for Direct Loans for 
one consecutive 12-month period based on enrollment 
in coursework the school has documented is necessary 
for the student to enroll in a Title IV-eligible program. 


Prepayment A loan payment made before it is due 
under the terms of the applicable promissory note. 


Preschool-Age Child A preschool-age child is a 
child from infancy to the age at which his or her state 
provides elementary education. 


Preventive Controls Preventive controls deter risks 

from being realized. Examples of preventive controls 
are documentation, approvals, authorizations, access 
controls, and file security. 


Primary Accrediting Agency An agency that has the 
authority to accredit all of a postsecondary institution’s 
programs. A school must have only one primary 
accreditor. (See also, Programmatic Accrediting 
Agency.) 


Primary Confirmation A process by which the 
Department, by means of a matching program 
conducted with the Department of Homeland Security 
(DHS), compares the information contained in a 
Application for Federal Student Aid or a multiple 
data entry application regarding the immigration 
status of a noncitizen applicant for federal student aid 
with records of that status maintained by the DHS 

in its Alien Status Verification Index (ASVI) system 
for the purpose of determining whether a student’s 
immigration status meets the requirements of 

34 CFR 668.33(a)(2) and reports the results of this 
comparison on an output document. 


Primary Reserve Ratio A measure of a school’s 
viability and liquidity, used when calculating the 
composite score. The primary reserve ratio is expressed 
as a fraction with the adjusted equity as the numerator 
and the total expenses as the denominator. 


Prime Rate ‘The interest rate lending institutions 
charge their most credit-worthy customers—also called 
the prime interest rate. Interest rates on some Direct 
Loans are set in relation to the prime rate. 
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Principal ‘The loan amount borrowed plus any 
capitalized interest. 


Principal Balance ‘The principal that remains unpaid 
on a loan. 


Prior-Year Charges Institutional charges for tuition 
and fees, room, or board (and with permission, 
educationally related charges) incurred prior to the 
current award year. In general, FSA funds may only 

be used to pay for the student’s costs for the period 

for which the funds are provided. However, with a 
student’s authorization, a school may use current-year 
funds to satisfy prior award year for a total of not more 
than $200. 


Prior-Year Recoveries Funds a school collects in 

a given award year from money disbursed in prior 
award years. Schools must adjust award expenditures 
and administrative cost allowances (ACAs) in an 
award years in which recoveries are made. 


Private Education Loan A loan provided by a private 
educational lender that is not a federal student aid 
loan and that is issued expressly for postsecondary 
education expenses to a borrower, regardless of 
whether the loan is provided through the educational 
institution that the student attends or directly to the 
borrower from the private educational lender. 


Proceeds The amount received from a loan or 
realized from a financial transaction. 


Professional Counselor A person whose official 
responsibilities include providing mental health 
counseling to members of the institution’s community 
and who is functioning within the scope of his or her 
license or certification. 


Professional Degree A degree that signifies both 
completion of the academic requirements for 
beginning practice in a given profession and a level 
of professional skill beyond that normally required 
for a bachelor’s degree. Professional licensure is also 
generally required. Examples of a professional degree 
include but are not limited to Pharmacy (Pharm.D.), 
Dentistry (D.D.S. or D.M.D.), Veterinary Medicine 
(D.V.M.), Chiropractic (D.C. or D.C.M.), Law 
(L.L.B. or J.D.), Medicine (M.D.), Optometry (O.D.), 
Osteopathic Medicine (D.O.), Podiatry (D.P.M., D.P., 
or Pod.D.), and Theology (M.Div., or M.H.L.). 


Program Offered in Modules A program in a payment 
period or period of enrollment, in which one or more 
courses in the program do not span the entire length of 
the payment period or period of enrollment. 


Program Participation Agreement (PPA) ‘The 
agreement between the Department of Education and 
a school that affirms the school has been approved to 
participate in the federal student aid programs. 


Program Records A school’s application for federal 
student aid funds and other records that document 


¢ —aschool’s eligibility to participate in the 
federal student aid programs; 


¢ the eligibility of a school’s educational 
programs for federal student aid program 
funds; 


¢ — the school’s administration of the federal 
student aid programs in accordance with all 
applicable requirements; 


¢ — the school’s financial responsibility; 


¢ all information included in any application 
for federal student aid program funds made 
by the school; and 


¢ the school’s disbursement and delivery of 
federal student aid program funds. 


Program Review A routine investigation by the 
Department of schools to ensure that they are properly 
administering the Title IV programs. Program 
reviewers will, among other actions, analyze school 
records, identify weaknesses, and set forth corrective 
measures. 


Programmatic Accrediting Agency An agency that 
accredits only individual educational programs 

that prepare students for entry into a profession, 
occupation, or vocation. A school may be accredited 
by one or more programmatic accrediting agencies. 
(See Primary Accrediting Agency.) 


Promissory Note A legally binding contract between 
a lender and a borrower that contains the terms and 
conditions of the loan, including how the loan is to 
be repaid. It becomes legally binding when signed 
(executed) by the borrower. Most federal education 
loans are made under a Master Promissory Note 
(MPN). 
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Proof of Cash_ A reconciliation of the general ledger 
cash balance at both the beginning and end of a period, 
combined with a reconciliation of cash deposited 

for the period with the cash receipts journal, and a 
reconciliation of checks for the period with the cash 
disbursements journal. 


Proprietary Institution of Higher Education One of 
three types of institutions eligible for participation in 
the Federal Student Aid programs. The others are an 
institution of higher education, and a postsecondary 
vocational institution. For a more information see 
34 CFR 600.5. 


Proration Assigning institutional charges or Title IV 
assistance to a specific time period. For example: Title 
IV assistance can be prorated to the period for which 
it is received or the period for which it was intended; 
institutional charges can be prorated to the period in 
which they are incurred or the amount retained by the 
school for a period. 


Prospective Employee An individual who has 
contacted an eligible institution for the purpose of 
requesting information concerning employment with 
that institution. 


Prospective Student An individual who has contacted 
an eligible institution requesting information 
concerning admission to that institution. 


Provisional Certification ‘The status that the 
Department may permit a proprietary or private 
nonprofit school to participate under for up to three 
years. The Department may permit a school to 
participate under provisional certification if the school 
is not financially responsible because it does not satisfy 
the general standards, has an unacceptable audit 
opinion or has a past performance problem that has 
been resolved. In such cases the school will need to 


¢ submit to the Department a letter of credit, 
payable and acceptable to the Department, 
for a percentage (10%-100%) of the FSA 
program funds received by the school during 
its most recent fiscal year and 


¢ demonstrate that it has met all of its financial 
obligations and was current on its debt pay- 
ments for its two most recent fiscal years. 


PRR Program Review Report 


Public Interest Work Work performed for the welfare 
of the nation or a community rather than work 
performed for a particular interest or group. 


Public Property All public property, including 
thoroughfares, streets, sidewalks, and parking facilities, 
that is within the campus, or immediately adjacent to 
and accessible from the campus. 


Published Length of a Program _ The length of an 
individual academic program in weeks of instructional 
time and credits or clock hours as described in a 
school’s literature, and accreditation documents and 
agreements with the Department. 


Q 


QA Quality Assurance Program (Authorized by 
Section 487A of the HEA) 


QC Quality Control 


Qualified Education Benefit A qualified tuition 
program (as in the Internal Revenue Code of 1986) 
or other prepaid tuition plan offered by a state; and 
a Coverdell education savings account (as defined in 
section 530(b)(1) of the Internal Revenue Code of 
1986). 


Qualified Opinion (Auditor’s) Auditor’s statement 
that, except for the effects of the matter to which a 
qualification relates, the financial statements fairly 
present financial position, results of operations, and 
cash flows in conformity with generally accepted 
accounting principles. (See also Unqualified Opinion.) 


Qualified Professional Provider of Early Intervention 
Services A provider of services as defined in section 
632 of the Individuals with Disabilities Education Act 
(IDEA). 
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Qualifying National Guard Duty Service as a member 
of the National Guard on full-time National Guard 
duty under a call to active service authorized by the 
President or the Secretary of Defense for a period of 
more than 30 consecutive days in connection with a 
war, other military operation, or a national emergency 
declared by the President and supported by federal 
funds. 


Quality Assurance Program (QA Program) A 
program authorized under Section 487A of the Higher 
Education Act (HEA) of 1965, as amended in 1998 
FSA Program Quality Assurance helps schools Attain, 
Sustain, and Advance exceptional student aid delivery 
and service excellence. QA serves participating schools 
by providing tools that promote better service to 
students, compliance, and continuous improvement in 
program delivery. 


You can find information at ifap.ed.gov/qahome/ 
Default.html. 


R 


R2TIV_ Return of Title IV Funds (process also seen as 
R2T4) 


Ratio ‘The relation between two quantities expressed 
as the quotient of one divided by the other. The ratio of 
8 to 2 is written 8/2 and equals 4. Financial statement 
ratios are used as analytical procedures in audits. 


RCCC_ Research and Customer Care Center (FSA call 
center for schools) 


RDE Recipient Data Exchange 


Reallocated FWS Funds FWS funds that were initially 
awarded to one participating institution that are 
returned to the Department and re-awarded to another 
participating institution. 


Reasonable Assurance A judgment based upon all 
available information that the systems of internal 
controls are operating in accordance with Federal 
Managers Financial Integrity Act of 1982 (FMFIA). 


Recalculation One or more additional determinations 
(after the initial calculation or disbursement) of a 
student’s eligibility for a Pell Grant or other Title IV 
aid, because of changes in one or more of the factors 
on which the student’s award was based e.g., EFC, 
enrollment status, dependency, etc. 


Recertification The process through which a school 
that is presently certified to participate in the FSA 
programs applies to have its participation extended 
beyond the expiration date of its current Program 
Participation Agreement (PPA). (A school may 

be certified to participate for up to six years.) The 
Department will notify a school six months prior to 
the expiration of its PPA, and the school must submit a 
complete application before the expiration date. 


Receiving Entity An entity to which functions are 
transferred. 


Recipient of Title IV Grant or Loan Assistance A 
student for whom the requirements of 34 CFR 
668.164(g)(2) have been met. 


Recognize (a financial transaction) Formally 
recording or incorporating an item into the financial 
statements of an entity as an asset, liability, revenue, 
expense, or the like. Recognition includes determining 
the amount, timing, classification, and other conditions 
precedent to the acceptance and entry of a transaction. 
Recognition includes both initial recognition of an 
item and recognition of subsequent changes in or 
removal of a previously recognized item. 
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Recognized Equivalent of a High School Diploma The 
following are the equivalent of a high school diploma 


¢ a General Education Development Certificate 
(GED); 


¢ astate certificate received by a student after 
the student has passed a state-authorized 
examination that the state recognizes as the 
equivalent of a high school diploma; 


¢ an academic transcript of a student who has 
successfully completed at least a two-year 
program that is acceptable for full credit 
toward a bachelor’s degree; or 


¢ for a person who is seeking enrollment in 
an educational program that leads to at least 
an associate degree or its equivalent and 
who has not completed high school but who 
excelled academically in high school, docu- 
mentation that the student excelled academi- 
cally in high school and has met the formal- 
ized, written policies of the institution for 
admitting such students. 


Recognized Occupation An occupation that is 


¢ identified by a Standard Occupational Classi- 
fication (SOC) code established by the Office 
of Management and Budget or an Occupa- 
tional Information Network O*NET-SOC 
code established by the Department of Labor 
and available at online.onetcenter.org or its 
successor site; or 


¢ determined by the Department of Education 
in consultation with the Department of 
Labor to be a recognized occupation. 


Reconciliation A process in which financial records 
are compared and discrepancies resolved. Monthly 
reconciliation is required in most federal student aid 
programs. 


Reconciliation (in the Direct Loan Program) 

Required monthly comparison the funds schools have 
received (from the G5 system to pay its students) 
with the actual disbursement records submitted to 
the Common Origination and Disbursement (COD) 
system. Schools are also required to complete a final 
reconciliation of their Direct Loan accounts (year-end 
closeout). 


Record (v.) To give expression to a transaction on (or 
in) the books of account; to enter. 


Recourse _ ‘The rights of a holder in due course of 
a financial instrument (such as a loan) to force the 
endorser on the instrument to meet his or her legal 
obligations for making good the payment of the 
instrument if dishonored by the maker or acceptor. 


Red Flags Rule Issued by the Federal Trade 
Commission (FTC), in concert with other federal 
agencies, these regulations require financial institutions 
and creditors to develop and implement a written 
identity theft prevention program to detect, prevent, 
and respond to patterns, practices, or specific activities 
that may indicate identity theft. The “Red Flags Rule” 
applies to institutions participating in the Federal 
Perkins Loan Program and may apply to other credit 
programs administered by an institution and to 
institutionally mandated accounts into which students 
Title IV credit balances are deposited. 


Refund The return of interest or excess cash to the 
Department from G5 drawdowns or the return of 
audit and program review liabilities and fines. Often 
incorrectly used by schools to refer to a school’s 
distribution of a FSA credit balance to a student. 


Refund Policy ‘The published institutional, state, or 
accrediting agency formula a school applies when a 
student withdraws or otherwise ceases attendance to 
determine whether funds paid by, or on behalf of the 
student must be returned to the payee. 


Refund Reserve Standard One of the standards that 
a school must satisfy to be considered financially 
responsible is that it must have sufficient cash reserves 
to return federal student aid funds when a student 
withdraws. 


Regular Student A person who is enrolled or accepted 
for enrollment in an eligible program at an eligible 
institution for the purpose of obtaining a degree, 
certificate, or other recognized educational credential 
offered by that institution. A school must document 
that an aid recipient is a regular student. 
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Rehabilitation (of a defaulted loan) Process by which 
a borrower may bring a loan out of default by adhering 
to specified repayment requirements. 


Reimbursement Payment Method The most 
restrictive heightened cash management payment plan. 
Under reimbursement, the FSA School Participation 
Team initiates a drawdown through G5 on behalf of 

a school or direct cash payments are deposited in the 
school’s bank account based on actual disbursements 
submitted to and accepted by the COD System. 


Reinstatement (of borrower FSA eligibility) A process 
by which a borrower who has outstanding debts to 

the Department or has a defaulted FSA loan regains 
eligibility for FSA funds by satisfying the debt, paying 
off the loan, or agreeing to and adhering to strict 
repayment requirements. 


Reject Codes Alphabetic and numeric codes for the 
problems found with a student’s FAFSA. When there 
is a reject, no EFC is generated and the reason for the 
reject must be addressed. Alphabetic codes indicate 
reject reasons that are verifiable, that is, the student 
can verify the questionable value by re-entering it if it 
is correct or changing it if it is wrong. Numeric reject 
codes are not verifiable—the questioned data must be 
changed (or provided if the field was left blank). 


Related Parties Those with whom the client has a 
relationship that might destroy the self-interest of one 
of the parties (accounting is based on measurement 
of arm’s length transactions). Related parties include 
affiliates of the client, principle owners, management 
(decision makers who control business policy), and 
members of their immediate families. 


Release Record A record that changes an anticipated 
disbursement to an Actual Disbursement Record. 
Schools using the Common Record submit a new 
record with the DRI set to True. 


Religious Institution A school that is owned, 
controlled, operated, and maintained by a religious 
organization lawfully operating as a nonprofit religious 
corporation; and awards only religious degrees or 
certificates including, but not limited to, a certificate 
of Talmudic studies, an associate of Biblical studies, a 
bachelor of religious studies, a master of divinity, or a 
doctor of divinity. 


Remaining Eligibility Period (Direct Loan) ‘The 
difference, measured in academic years, between the 
borrower's maximum eligibility period and the sum of 
the borrower's subsidized usage periods. 


Remaining Eligibility (Pell Grant) The percentage of 
a student’s Pell Grant Scheduled Award that has not 
yet been disbursed for an award year. 


Remedial Coursework Coursework that prepares a 
student for study at the postsecondary level. A student 
enrolled solely in remedial coursework is not eligible 
for Title IV aid, however, if a student is enrolled in 

an eligible program which contains some remedial 
coursework, he/she can be considered a regular 
student and potentially eligible for Title IV aid, even 
if he is taking all remedial courses before taking any 
regular courses. 


Renewal FAFSA _ The application, available on the 
FOTW site, that contains pre-filled information taken 
from the student’s valid application the previous year. 


Repayment Period The time during which a borrower 
is obligated to make payments on a loan according 

to the terms and conditions of the loan’s promissory 
note and the repayment plan the borrower chooses. 
For Direct Subsidized Loans and Direct Unsubsidized 
Loans, repayment begins the day after the grace period 
ends. For Direct PLUS Loans, repayment begins the 
day after the loan is fully disbursed. 


Repayment Plan An arrangement made to repay a 
loan or other financial obligation. Repayment plans 
vary substantially among federal education loans. 
(See Direct Loan Repayment Plan.) 


Repeated Coursework Courses in which a student has 
enrolled previously and is enrolled again. 


Reportable Condition (financial reporting) A control 
deficiency, or combination of control deficiencies, 
that adversely affects the entity’s ability to initiate, 
authorize, record, process, or report external financial 
data reliably in accordance with generally accepted 
accounting principles, such that there is more than a 
remote likelihood that a misstatement of the entity’s 
financial statements, or other significant financial 
reports, that is more than inconsequential will not be 
prevented or detected. 
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Reportable Condition (overall) A control deficiency 
or combination of control deficiencies that should 
be communicated because they represent significant 
weaknesses or deficiencies in the design or operation 
of internal control that could adversely affect the 
organization’s ability to meet its internal control 
objectives. 


Reporting School The school that sends and receives 
data for the campuses or students it serves. The 
Reporting School must be a school and cannot be a 
Third-Party Servicer. 


Response The Common Record document sent back 
to the school after processing of an incoming Common 
Record document is complete. This Common Record 
contains processing results and edit codes. 


Retiree (in the TEACH Program) An individual who 
has decided to change his or her occupation for any 
reason and who has expertise, as determined by the 
institution, in a high-need field. 


Retroactive Payment/Disbursement A disbursement 
or payment made to a student for a payment period 
payment period or period of enrollment that has 
ended. 


Return of Title IV Funds (R2T4/Return) ‘The 
calculation required when a recipient of Title IV aid 
withdraws from an institution during a payment 
period/period of enrollment in which the recipient 
began attendance. The calculation compares the 
amount of Title IV aid the recipient earned to the 
amount disbursed and determines whether funds 
must be returned, or the student is eligible for a post- 
withdrawal disbursement. 


Returning Funds ‘The transfer or repayment of 

FSA funds required when a school must correct an 
overaward or an overpayment, and the return of funds 
that may be required when a student withdraws or 
otherwise ceases attendance during a payment period 
or period of enrollment. 


Revenue Adjustment A contra revenue account that 
is used to report reduction in revenue when realization 
is not probable (less likely than not). 


Revolving Fund A fund consisting of permanent 
appropriation and expenditures of collections, that are 
earmarked to finance a continuing cycle of business- 
type operations. A school’s Perkins Loan fund is a 
revolving fund. 


Risk ‘The possibility of an act or event occurring that 
would have an adverse effect on the organization and 
its information systems. 


Risk Assessment A prioritization of potential business 
disruptions based on severity and likelihood of 
occurrence. The risk assessment includes an analysis 
of threats based on the impact to the institution, its 
customers, and financial markets, rather than the 
nature of the threat. 


Risk Management An approach to problem analysis 
which weighs risk in a situation by using risk prob- 
abilities to find a more accurate understanding of the 
risks involved. Risk management includes risk 
identification, analysis, prioritization, and control. 


Roster File The output document from the 
Enrollment Reporting process. The Roster File lists 

all Direct Loan Program borrowers at a school who 
were last reported as enrolled. Formerly known as 
Student Status Confirmation Report (SSCR). (See also 
Enrollment Reporting Roster File.) 


ROTW _ Renewal FAFSA on the Web 


Routing Identifier An identifier established by 

the U.S. Department of Education in Award as an 
identifier assigned to schools and third-party Servicers 
that is common across the Pell Grant and Direct 

Loan programs. It is a randomly generated eight-digit 
number that replaces the Pell Institution Number and 
Direct Loan (E/G) School code for the reporting of Pell 
Grant and Direct Loan data. It was previously referred 
to as the Common School Identifier (CSID). 
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S 


SAIG Student Aid Internet Gateway (successor to 
Title IV Wide Area Network [TIV WAN]) 


SAM System for Award Management (federal pro- 
curement systems) 


SAP Satisfactory Academic Progress 
SAR See Student Aid Report. 


SAR Acknowledgement An output document similar 
to the SAR but which has fewer and less detailed 
comments and can’t be used for corrections as the 
SAR can. Students receive one when they apply 
electronically and don’t provide an email address. 


SAS Direct Loan School Account Statement (also, 
AICPA Statements on Auditing Standards) 


Satisfactory Academic Progress (SAP) A required 
measurement of a student’s academic progress toward 
their academic goal. Progress must be measured 

by both grade-based (qualitative) and time/pace of 
completion (quantitative) standards. For programs 
lasting one year or less, SAP must be assessed at the 
end of each payment period. For programs lasting 
more than one year, SAP must be assessed annually 
(corresponding with the end of a payment period). 
SAP must be measured cumulatively. 


Satisfactory Repayment Arrangement For purposes 
of regaining eligibility for federal student aid funds, 
the agreement of an individual or borrower to make a 
predetermined number of on-time, voluntary monthly 
payments on a defaulted loan, or an overpayment of 
federal student aid. For the purpose of consolidating 

a defaulted loan, the making of three consecutive, 
voluntary, on-time, full monthly payments on a 
defaulted loan. The required monthly payment amount 
may not be more than is reasonable and affordable 
based on the borrower’s total financial circumstances. 
A borrower may only obtain the benefit of this 
paragraph with respect to renewed eligibility once. 


SAY Scheduled Academic Year 


Scheduled Academic Year (SAY) A traditional 
academic year calendar as published in a school’s 
catalogue or other materials. An SAY is a fixed period 
of time that begins and ends at a fixed time and is used 
to measure annual loan limit progression. 


Scheduled Award (in the TEACH Program) ‘The 
maximum amount of a TEACH Grant that a full-time 
student could receive for a year. 


Scheduled Break An interruption in training that 
appears on a school’s published calendar. In the Return 
of Title IV Aid, institutionally scheduled breaks of 

five or more consecutive days are excluded from the 
Return calculation as periods of nonattendance and 
therefore do not affect the calculation of the amount of 
earned FSA program funds. 


Scheduled Federal Pell Grant Award (Scheduled 
Award) The amount of a Federal Pell Grant which 
would be paid to a full-time student for a full academic 
year. 


School Closeout The process of identifying and 
submitting any outstanding records for an award 
year and returning any money for which there are no 
records to substantiate its use. 


School Participation Divisions Department 

of Education personnel in the regions and in 
Washington, DC, who are assigned a portfolio of 
schools. Each division is responsible for oversight 
functions for the schools in its portfolio. These 
functions include audit resolution, program reviews, 
financial statement analysis, initial eligibility and 
recertification, and method of payment. 
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School Serving Low-Income Students (low-income 
school) (in the TEACH Program) An elementary or 
secondary school that 


¢ — isin the school district of a local education 
agency (LEA) that is eligible for assistance 
pursuant to Title I of the Elementary and 
Secondary Education Act (ESEA); 


¢ has been determined by the Department to 
be a school in which more than 30 percent 
of the school’s total enrollment is made up 
of children who qualify for services provided 
under Title I of the ESEA; and 


¢ — is listed in the Department’s Annual Direc- 
tory of Designated Low-Income Schools for 
Teacher Cancellation Benefits. The Depart- 
ment considers all elementary and secondary 
schools operated by the Bureau of Indian 
Education (BIE) in the Department of the In- 
terior or operated on Indian reservations by 
Indian tribal groups under contract or grant 
with the BIE to qualify as schools serving 
low-income students. 


School Transfer Profile ‘The information a school 
provides to the NSLDS pertaining to its participation 
in the Transfer Student Monitoring Process. The 
profile designates the school’s contact, email address 
where Alert Notification Messages should be sent, and 
Inform and Alert options. 


Secondary Confirmation A type of citizenship 

match test done by the Department of Homeland 
Security’s Office of Citizenship and Immigration 
Services (USCIS) when primary confirmation does not 
satisfactorily resolve a student's status. If a student’s 
eligible noncitizen status is not confirmed in DHS’s 
automated Primary match, the student’s record is 

held at DHS for up to three days to check other DHS 
databases for a match. 


Secondary School A school that provides secondary 
education, as determined by (a) state law; or 

(b) the Department, if the school is not in a state. 
However, state laws notwithstanding, secondary 
education does not include any education beyond 
grade 12. 


Section 529 Plans Qualified tuition programs that 
offer tax benefits and enable individuals to save money 
for a student’s college education. They are covered in 
section 529 of the IRS tax code, hence the name. 


Segregation or Separation of Duties or Function ‘The 
requirement that schools must separate the functions 
of authorizing payment and disbursing or delivering 
funds so that no single person or office exercises 
both functions for any student receiving FSA funds. 
Separation of function is a preventive control. 


Selective Service A federal agency system that 
collects the names of male U.S. citizens and male 
immigrant non-citizens between the ages of 18 and 
25 on a list for potential conscription into the U.S. 
military. Males in this age group must register with 
Selective Service to receive Title IV aid. The CPS 
performs a match with the Selective Service System to 
determine if students are registered. 


Selective Service Match Flag The result on a SAR/ISIR 
of the Selective Service (SS) match, which determines 
whether relevant applicants are registered with the SS. 


SE9W A credit-hour program that has nonstandard 
terms which all terms are substantially equal in length, 
and each term is at least 9 weeks in length. 


SEOG See FSEOG 


SEOG First Selection Group Students with the 
lowest expected family contributions (EFC) who will 
also receive Pell Grants in an award year at a school. A 
school must make SEOG awards to all students in its 
first selection group before awarding SEOG funds to 
students in its second selection group. 


SEOG Second Selection Group Students with the 
lowest EFCs who are not receiving Pell Grants. If 
a school has SEOG funds remaining after making 
awards to all its Pell Grant recipients for the award 
year, it may make SEOG awards to students in the 
second selection group. 
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Sequestration An automatic spending reduction that 
takes place when the appropriation bills passed by 
Congress to provide for total government spending 
exceed the limits set by Congress. 


Under sequestration, an amount of money equal to the 
difference between the cap set in the Budget Resolution 
and the amount actually appropriated is “sequestered” 
by the Treasury and not handed over to the agencies to 
which it was originally appropriated by Congress. 


Show-Cause Official The designated Department 
official authorized to conduct a show-cause proceeding 
for an emergency action under 34 CFR 668.83. 


SID Student Identifier in COD 


Simplified EFC Formulas A variation of the regular 
EFC formulas that does not use assets in calculating 
the EFC. The simplified formulas are used when an 
independent student or a dependent student’s parents 
have income below a specific threshold (< $50,000) 
and meet one of a group of other criteria, such as 

not needing to file a Form 1040 U.S. tax return. (See 
Automatic Zero EFC.) For a detailed explanation of 
Simplified EFC Formulas and Tests see the Higher 
Education Act, as amended, Part F, Section 479. 


Significant Risk An identified and assessed risk of 
material misstatement that, in the auditor’s judgment, 
requires special audit consideration. 


Single Year (SY) Feature The option that allows 
schools or borrowers not to use the Multi-Year Feature 
of the Master Promissory Note. If a school or borrower 


chooses to use this feature, a new promissory note 
must be signed each academic year. 


SME Subject Matter Expert 
SNT Simplified Needs Test 


SOA Statement of Account 


Social Security Number (SSN) A nine-digit number 
issued to U.S. citizens, permanent residents, 

and temporary (working) residents. Applicants 
submitting a FAFSA must have a valid Social Security 
Number. SSNs are matched with the Social Security 
Administration. Students from the Freely Associated 
States do not usually have SSNs, but may receive some 
forms of aid. See Freely Associated States for more 
information. 


SOO Statement of Objectives 
SOW Statement of Work 
SPD School Participation Division 


Special Combat Pay Pay received by a member of 
the Armed Forces because of exposure to a hazardous 
situation. 


Special Journals Journals other than the general 
journal. Special or specialized journals include the cash 
receipts journal, the cash disbursements journal, the 
purchases journal, and the sales journal. 


Specified year The calendar year preceding the first 
calendar year of an award year, i.e., the base year; or 
the year preceding the base year. 


Speech Language Pathologist with a Master’s Degree 

An individual who evaluates or treats disorders 

that affect a person’s speech, language, cognition, 
voice, swallowing and the rehabilitative or corrective 
treatment of physical or cognitive deficits or disorders 
resulting in difficulty with communication, swallowing, 
or both and has obtained a postgraduate academic 
degree awarded after the completion of an academic 
program of up to six years in duration, excluding a 
doctorate or professional degree. 


SSA Social Security Administration 
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SSA Citizenship Code Code on SAR indicating the 
results of the citizenship match with Social Security 
Administration (SSA). The data for this field comes 
from the SSA Citizenship Flag field in the ISIR record 
layout. 


SSAE AICPA Statements on Standards for Audit 
Attestation Engagements 


SSI Supplemental Security Income 
SSN Social Security number 


SSN Match A CPS data match performed to confirm 
a student’s identity and citizenship status, as part of 
the process of establishing student eligibility. See Social 
Security Number. 


SSN/Name/Date of Birth Change Report A report 
(separately for each program) sent to all schools whose 
students in the Pell Grant, Direct Loan, and TEACH 
Grant programs have had changes to their identifiers 
(SSN, name, or date of birth). Changes can originate at 
your school; at another school attended by the student 
and in some cases (SSN change) by the Direct Loan 
Servicer. 


SSS Student Support Services (A Title IV TRIO 
program), also Selective Service System 


Stalking Engaging in a course of conduct directed at 
a specific person that would cause a reasonable 
person to fear for his or her safety or the safety of 
others or suffer substantial emotional distress. 


Standard of Conduct In managing Title IV funds, 
a school must exercise the level of care and diligence 
required of a fiduciary. 


Standard Term An academic or payment period 
that is generally 15 to 17 weeks long. Semester-based 
academic calendars traditionally have two terms, in 
the fall and spring, and trimester-based academic 
calendars traditionally have three terms, in the fall, 
spring, and summer. 


State A State of the Union, American Samoa, 

the Commonwealth of Puerto Rico, the District 

of Columbia, Guam, the Virgin Islands, the 
Commonwealth of the Northern Mariana Islands, the 
Republic of the Marshall Islands, the Federated States 
of Micronesia, and the Republic of Palau. The latter 
three are also known as the Freely Associated States. 
An institution is physically located in a state if it has a 
campus or other instructional site in that state. 


State Education Agency ‘The State board of education; 
or an agency or official designated by the Governor 

or by State law as being primarily responsible for the 
State supervision of public elementary and secondary 
schools. 


Statement of Financial Position One of the main 
financial statements of a nonprofit organization. This 
financial statement reports the amounts of assets, 
liabilities, and net assets as of a specified date. This 
financial statement is similar to the balance sheet 
issued by a company. 


Statutory Interest Rate The maximum annual interest 
rate (under the Higher Education Act) that may be 
charged on a FSA loan. 


STEM Science, Technology, Engineering and Math 


Stored-Value Card A prepaid debit card that 

can be used to withdraw cash from an automated 
teller machine (ATM) or to purchase goods from a 
merchant. A school may use stored-value cards as a 
way to make direct payments to students of FSA credit 
balances. We distinguish a stored-value card from a 
traditional debit card by defining a stored-value card as 
not being linked to a checking or savings account. 


Student Aid Application An application approved 

by the Department and submitted by a person to have 
his or her EFC determined under the Federal Pell 
Grant, ACG, National SMART Grant, Federal Perkins 
Loan, FWS, FSEOG, Federal Stafford Loan, or William 
D. Ford Federal Direct Loan programs. See Free 
Application for Federal Student Aid. 


FSA HB September 2016 


A-69 


Federal Student Aid Handbook Appendices, 2016-2017 


Student Aid Internet Gateway (SAIG) The internet- 
based tool that allows Federal Student Aid trading 
partners to securely exchange batch data with Federal 
Student Aid Application Systems. Through SAIG, 
organizations are eligible to enroll to exchange and 
access data with 


¢ CPS (ISIR batch data, FAA Access to CPS 
Online services) 


¢ COD (Exchange Direct Loan, Pell Grant, 
Iraq Afghanistan Service Grant, TEACH 
Grant batch data, COD online services) 


¢ — FISAP (electronic Campus-Based system 
(eCB)) 


¢ NSLDS (Enrollment Rosters, Electronic Co- 
hort Default Rate (eCDR), NSLDS online 
services) 


¢ FMS (Lender Reporting System/Guaranty 
Agency Financial Reports) 


¢ CSB (Direct Loan Delinquency Reports, 
Borrower Services) 


Student Aid Report (SAR) A report provided to an 
applicant by the Department showing the applicant’s 
FAFSA information and the amount of his or her 
EFC. SARs are the paper or electronic (eSAR) output 
documents that are sent to students or printed from 
the FAFSA on the Web and FAA Access to CPS 
Online Web sites. SARs and ISIRs contain the same 
processed student information in different formats. 


Student Ledger Account A bookkeeping account 
maintained by a school to record the financial 
transactions pertaining to a student’s enrollment at the 
school. 


Student Loan Interest Statement (1098-E) 
Documentation of interest paid on a federal education 
loan provided by a financial institution, loan servicer, 
or school to the borrower. 


Student Services Services that are offered to students 
that may include, but are not limited to, financial 

aid, library, peer guidance counseling, job placement, 
assisting an instructor with curriculum-related 
activities, security, and social, health, and tutorial 
services. Student services do not have to be direct 

or involve personal interaction with students. For 
purposes of this definition, facility maintenance, 
cleaning, purchasing, and public relations are never 
considered student services. 


Student with an Intellectual Disability A student 
with mental retardation or a cognitive impairment 
characterized by significant limitations in 


¢ — intellectual and cognitive functioning; and 


¢ adaptive behavior as expressed in conceptual, 
social, and practical adaptive skills. 


A student who is currently, or was formerly, eligible 
for special education and related services under the 
Individuals with Disabilities Education Act (IDEA) (20 
US.C. 1401), including a student who was determined 
eligible for special education or related services under 
the IDEA but was home-schooled or attended private 
school. 


Study Abroad Program A program in which a 
student enrolled in a U.S. school takes classes at a 
foreign one. A participating institution may establish 
study-abroad programs for which students may 
receive FSA funds. A study-abroad program is eligible 
if the home school awards academic credit for it and 
students in it remain concurrently enrolled at their 
home school. 


Subsidiary Accounts Accounts outside of the general 
ledger which provide the detail for the balance 
reported in a general ledger account. (The account in 
the general ledger is known as the control account.) 
The total of the subsidiary accounts or records must 
agree to the balance in the general ledger control 
account. 


Subsidiary Ledger Record of the details to support a 
general ledger account. The general ledger account is 
often referred to as the control account. For example, 
the accounts receivable subsidiary ledger provides the 
details to support the balance in the general ledger 
control account Accounts Receivable. 
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Subsidized Usage Period (Direct Loan) A period 
of time measured in academic years and rounded 
down to the nearest tenth of a year calculated as: 
(Number of days in the borrower’s loan period 

for a Direct Subsidized Loan divided by number of 
days in the academic year for which the borrower 
receives the Direct Subsidized Loan). 


Substantial Gainful Activity _ A level of work 
performed for pay that involves doing significant 
physical or mental activities or a combination of both. 
A student must have a certification from a physician 
that they are unable to perform such to be classified as 
totally and permanently disabled for Title IV purposes. 
See Total And Permanent Disability Discharge. 


Substantially Equal in Length Academic or payment 
periods are substantially equal in length if no period in 
the program is more than two weeks of instructional 
time longer than any other period in that program. 


Substantial Gainful Activity A level of work 
performed for pay or profit that involves doing 
significant physical or mental activities, or a 
combination of both. See Total and Permanent 
Disability, and Total And Permanent Disability 
Discharge. 


Substantial Misrepresentation Any misrepresentation 
on which the person to whom it was made could 
reasonably be expected to rely, or has reasonably relied, 
to that person’s detriment. 


Substantiate ‘The act of accounting for funds 
already drawn. In the COD Process, institutions 
can substantiate funds by sending in an Actual 
Disbursement Record. 


Successfully Complete Earning a passing grade and 
completing the instructional time associated with the 
credit or clock hours. 


SULA Subsidized Usage Limit Applies (in the DL 
Program) 


Supplemental Allocation For the Campus-Based 
Programs, an additional amount of Campus-Based 
funds from the Department that is reallocated from the 
amount of unused Campus-Based funds returned from 
the previous award year by participating schools. 


Suspension (of participation) The removal of 

a school’s or third-party servicer’s eligibility to 
participate in the federal student aid programs, for a 
specified period of time or until the school or servicer 
fulfills certain requirements. 


Suspension Period One of the award periods in G5. 
The suspension period is one month long and follows 
liquidation. Once an FSA program has entered the 
suspension period, no payment actions can take 

place without the approval of the program office. The 
Department program offices use this period to prepare 
for final closeout. 


SY Single-Year feature of Direct Loan promissory 
notes 


System for Award Management (SAM) _ A website 
operated by the General Service Administration’s 
(GSA) Office of the Integrated Award Environment 
(IAE) that consolidates Central Contractor Registra- 
tion (CCR), Online Representations and Certifications 
Application (ORCA), Federal Agency Registration 
(FedReg), and Excluded Parties List System (EPLS). 
An active SAM account is needed in order to submit 
an application for a federal grant, receive and manage 
federal funds, or to register as a vendor or federal con- 
tractor. 
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T 
Tl Tier One 
T2 Tier Two 


T-account A visual aid used by accountants to 
illustrate a journal entry’s effect on the general ledger 
accounts. Debit amounts are entered on the left side 
of the “T” and credit amounts are entered on the right 
side. 


TANF ‘Temporary Assistance for Needy Families 


Tax Identification Number (TIN) Unique nine-digit 
number assigned to a grantee organization and used to 
report activity to the Internal Revenue Service. In other 
words, the TIN is the grantee’s social security number. 


TEACH Teacher Education Assistance for College 
and Higher Education 


TEACH Grant See Teacher Education Assistance 
for College and Higher Education (TEACH) Grant 
Program 


TEACH Grant Counseling ‘The required process of 
advising a potential TEACH Grant recipient about 
the full nature of the TEACH program, the service 
agreement and their obligations based upon receiving 
a TEACH Grant. 


TEACH Grant-Eligible Institution An eligible 
institution as defined in 34 CFR part 600, 34 CFR part 
668, subpart L, or 34 CFR 668.175, and that also fulfills 
the requirements of 34 CFR 686.2. 


TEACH Grant-Eligible Program An eligible program, 
as defined in 34 CFR 668.8, is a program of study 

that is designed to prepare an individual to teach as a 
highly qualified teacher in a high-need field and leads 
to a baccalaureate or master’s degree, or is a post- 
baccalaureate program of study. A two-year program 
of study that is acceptable for full credit toward a 
baccalaureate degree is considered to be a program of 
study that leads to a baccalaureate degree. 


Teacher A teacher is a person who provides 


¢ — direct classroom teaching; 


¢ — classroom-type teaching in a non-classroom 
setting; or 


¢ — educational services to students directly re- 
lated to classroom teaching such as school 
librarians or school guidance counselors. 


A supervisor, administrator, researcher, or curriculum 
specialist is not a teacher unless he or she primarily 
provides direct and personal educational services to 
students. 


Teacher (in the TEACH Program) A person who 
provides direct classroom teaching or classroom-type 
teaching in a non-classroom setting, including special 
education teachers and reading specialists. 


Teacher Certification Coursework Courses ina 
required for teacher certification or recertification in 
the state where the student plans to teach. Must be 
offered in credit or clock hours (courses using direct 
assessment in lieu of credit or clock-hour programs 
are not eligible). A student may be potentially eligible 
for Direct Loans, Perkins Loans, and a parent may 
receive Direct PLUS Loans on behalf of a student 

for at least one-half-time enrollment in teacher 
certification coursework, even if it does not lead to a 
degree or certificate. See also Non-Credential Teacher 
Certification Program Coursework. 


Teacher Education Assistance for College and Higher 
Education (TEACH) Grant Program A grant 
program authorized by Title IV of the HEA under 
which grants are awarded by an institution to 

students who are completing, or intend to complete, 
coursework to begin a career in teaching and who 
agree to serve for not less than four years as a full-time, 
highly-qualified teacher in a high-need field in a low- 
income school. If the recipient of a TEACH Grant does 
not complete four years of qualified teaching service 
within eight years of completing the course of study 
for which the TEACH Grant was received or otherwise 
fails to meet the requirements of 34 CFR 686.12, the 
amount of the TEACH Grant converts into a Federal 
Direct Unsubsidized Loan. 
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Teacher Preparation Program (in the TEACH 
Program) A state-approved course of study, the 
completion of which signifies that an enrollee has met 
all the state’s educational or training requirements 

for initial certification or licensure to teach in the 
state’s elementary or secondary schools. A teacher 
preparation program may be a regular program or an 
alternative route to certification, as defined by the state. 
For purposes of a TEACH Grant, the program must be 
provided by an institution of higher education. 


Teaching in a Field of Expertise ‘The majority of 
classes taught are in the borrower’s field of expertise. 


Teach-Out Plan A written plan developed by an 
institution that provides for the equitable treatment of 
students if an institution, or an institutional location 
that provides 100 percent of at least one program, 
ceases to operate before all students have completed 
their program of study, and may include, if required 
by the institution’s accrediting agency, a teach-out 
agreement between institutions. 


Technological Risk Risk is the possibility of harm or 
loss to any software, information, hardware, admin- 
istrative, physical, communications, or personnel 
resource within an automated information system or 
activity. 


Telecommunications Course A course offered princi- 
pally through the use of television, audio, or computer 
transmission, including open broadcast, closed circuit, 
cable, microwave, satellite, audio conferencing, com- 
puter conferencing, video cassettes, or discs. The term 
“telecommunications” does not include a course that is 
delivered using video cassettes or disc recordings unless 
the institution also delivers comparable instruction of- 
fered on the cassettes or discs to students physically at- 
tending classes at the institution during the same award 
year. If the course offered in the manner described 
above does not qualify as a telecommunications course, 
it is considered to be a correspondence course. 
Temporarily Totally Disabled The condition of an 
individual who, though not totally and permanently 
disabled, is unable to work and earn money or attend 
school, during a period of at least 60 days needed 

to recover from injury or illness. With regard to a 
disabled dependent of a borrower, this term means a 
spouse or other dependent who, during a period of 
injury or illness, requires continuous nursing or similar 
services for a period of at least 90 days. 


Termination (of participation) The removal of 

a school’s or third-party servicer’s eligibility to 
participate in the federal student aid programs, for an 
indefinite period of time. 


Testing (of controls) Verifying the effectiveness 

of controls in operation by determining if they are, 

in fact, operating as intended, meeting the control 
objectives, and reducing risks. Testing may take several 
forms including document analysis, transaction testing, 
observation, or interview. 


TFA ‘Two-Factor Authentication 
TFAP Training for Financial Aid Professionals 
TFCS Treasury Financial Communications System 


Third-party Servicer Any individual, state, or private, 
for-profit or nonprofit organization that enters into a 
contract with 


¢ — any eligible institution of higher education to 
administer, through either manual or auto- 
mated processing, any aspect of such institu- 
tion’s student assistance programs under this 
title; or 


¢ any guaranty agency, or any eligible lender, 
to administer, through either manual or 
automated processing, any aspect of such 
guaranty agency's or lender’s student loan 
programs, including originating, guarantee- 
ing, monitoring, processing, servicing, or 
collecting loans. 


Three-Day Rule A school must disburse FSA funds 
received under the advance payment method as soon 
as administratively feasible but no later than three 
business days following the date the school received 


those funds. 


Three-Quarter Time Student An enrolled student 
who is carrying a three-quarter-time academic 
workload, as determined by the institution, that 
amounts to at least three quarters of the work of the 
applicable minimum requirement outlined in the 
definition of a full-time student. 
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Tier One Arrangement A financial contract between a 
school located in a state that has a contract with a third- 
party servicer under which 
1. the servicer performs one or more of the 
functions associated with processing direct 
payments of Title IV, HEA program funds on 
behalf of the institution; and 


2. the school or third-party servicer makes pay- 
ments to— 


e One or more financial accounts that are 
offered to students under the contract; 

e A financial account where information 
about the account is communicated 
directly to students by the third-party 
servicer, or the institution on behalf of 
or in conjunction with the third-party 
servicer; or 

e A financial account where information 
about the account is communicated 
directly to students by an entity contract- 
ing with or affiliated with the third-party 
servicer. 


Tier Two Arrangement A financial contract 

between a school located in a state and a third-party 
servicer such as a financial institution, or entity 

that offers financial accounts through a financial 
institution, under which financial accounts are offered 
and marketed directly to students enrolled at the 
institution. 


TIN Taxpayer Identification Number 


Title I Children Children ages 5 through 17 who are 
counted under section 1124(c)(1) of the Elementary 
and Secondary Education Act of 1965, as amended. 


Title IV, HEA or Federal Student Aid (FSA) Credit 
Balance A credit balance that occurs whenever the 
amount of Title 1V, HEA program funds credited to a 
student’s ledger account for a payment period exceeds 
the amount assessed the student for allowable charges 
associated with that payment period. 


Title IV, HEA Program Financial aid programs for 
postsecondary students, authorized under Title IV of 
the Higher Education Act of 1965, as amended (Title 
IV, HEA) and administered by the U.S. Department of 
Education and listed in 34 CFR 668.1(c). Also known 
as the federal student aid programs. 


Title IV Recipient A student who has actually 
received Title IV funds, or has met the conditions that 
entitle a student to a late disbursement. 


TIV Title IV of the Higher Education Act (HEA) 
TO Training Officer 


Total Eligibility Used ‘The sum of all Eligibility Used 
(EU) for the Award Year. 


Totally and Permanent Disabled Condition of an 
individual who 


¢ is unable to engage in substantial gainful ac- 
tivity by reason of a medically determinable 
physical or mental impairment that can be 
expected to result in death; has lasted for a 
continuous period of at least 60 months; or 
can be expected to last for a continuous 
period of at least 60 months; or 


¢ has been determined by the Department of 
Veterans Affairs (VA) to be unemployable 
due to a service-connected disability. 


Total and Permanent Disability Discharge Loan 
discharge granted to a borrower who meets the 
definition of totally and permanent disability. 


Total Income Adjusted gross income plus untaxed 
income and benefits for the preceding tax year minus 
excludable income. For a detailed explanation of Total 
Income see the Higher Education Act, as amended, 
Part F, Section 480(a). 


Total Monthly Gross Income The gross amount of 
income received by a borrower from employment 
(either full-time or part-time) and from other sources. 
It is used to determine the amount of the monthly 
payment a federal student aid loan borrower must 
make under certain repayment plans. 
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TPD Total and Permanent Disability (usually modi- 
fies “discharge”) 


Trailer A crossover term funded out of the 
preceding award year. See also Header. 


Transfer Student A student who withdraws or 
graduates from one school and enrolls at another 
school. See also Transfer Monitoring. 


Transfer (student) Monitoring Process through 
which schools send student information to NSLDS 
for NSLDS so the schools can be notified of relevant 
changes to a student’s financial aid history and 
eligibility. 


Transfer Student Monitoring School Transfer Profile 

(in NSLDS) A webpage that displays information 
about the school for the Transfer Student Monitoring 
process. The page includes how a school is set up to 
submit Inform files, length of time for monitoring, and 
designation for alert notifications. This information 

is provided and updated by school users, and must 

be completed prior to submitting your school’s first 
Inform. 


Transaction Any submission to the CPS by a 
financial aid applicant or a school of an application or 
changes to it. Each transaction results in a new ISIR 
and SAR and is identified by a two-digit transaction 
number (for example, 01, 02, or 03). The initial FAFSA 
submission and SAR/ISIR for the award year is the first 
transaction and therefore has the transaction number 
01. 


Transaction Receipt Date ‘The date the FAFSA 
processor or the CPS received the input information 
that generated the transaction. The Transaction 
Receipt Date changes with each new transaction. The 
date the FAFSA Processor or CPS received the initial 
submission of the FAFSA (the first transaction) is 
known as the Application Receipt Date and is fixed. 


Transfer of Campus-Based Funds To help meet their 
students’ need, schools may transfer funds from certain 
Campus-Based Programs into certain other Campus- 
Based Programs. The Department’s permission is not 
required; however specific guidelines must be followed 
and reported on the FISAP. 


Trial Balance A statement of open debit and credit 
accounts in a ledger to test their equality. The total of 
the amounts in the debit column should equal the total 
of the amounts in the credit column. 


TRDBV Tax Return Database View 
Tribal College or University An institution that 


¢ qualifies for funding under the Tribally 
Controlled Colleges and Universities Assis- 
tance Act of 1978 or the Navajo Community 
College Assistance Act of 1978; or 


¢ — is cited in section 532 of the Equity in Educa- 
tion Land Grant Status Act of 1994. 


TSM Transfer Student Monitoring 


Two-Year Rule for New Proprietary or Vocational 
Schools The requirement that new proprietary or 
postsecondary vocational institutions must be legally 
authorized to give (and have continuously been 
giving) the same postsecondary instruction for at least 
two consecutive years prior to their application to 
participate in the Title IV programs. 


Two Plus Two Program A partnership between a 
two-year and a four-year school that facilitates students 
completing the last two years of their four-year degree. 
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U 


UCC Uniform Commercial Code (as in UCC-1 
Statement) 


UCC-1 Form Document a school is required to 
submit when the account that holds a school’s FSA 
funds does not include the phrase federal funds in 
its name. Public institutions are exempt from the 
requirement. 


Unbooked Loan A Direct Loan that does not have an 
accepted actual disbursement and/or is not linked to 
an accepted Direct Loan Promissory Note. 


Unbooked TEACH Grant A TEACH Grant that does 
not have an accepted actual disbursement or is not 
linked to a TEACH Grant Agreement to Serve. 


UEH Unusual Enrollment History 
Undergraduate Student A student who 


¢ — is enrolled in an undergraduate course of 
study that usually does not exceed four years, 
or is enrolled in a longer program designed 
to lead to a degree at the baccalaureate level. 
In general, a student is only considered an 
undergraduate for purposes of the Federal 
Student Aid programs if the student has not 
yet earned a baccalaureate or professional 
degree; 


¢ has completed a baccalaureate program of 
study and who is subsequently completing a 
state-required teacher certification program; 


¢ for purposes of dual degree programs that 
allow individuals to complete a bachelor’s 
degree and either a graduate or professional 
degree within the same program, is in at least 
the first three years of that program; or 


¢ is enrolled in a four to five year program de- 
signed to lead to an undergraduate degree. A 
student enrolled in a program of any other, 
longer length is considered an undergradu- 
ate student for only the first four years of that 
program. 


Unearned Aid For Return of Title IV Funds 
purposes, the amount determined by subtracting 

the federal student aid earned by a student for the 
payment period or period of enrollment, as applicable, 
from the federal student aid disbursed to the student 
for that period. 


Unprocessed Deobligations Negative available 
balances in the Pell Grant program that are generally 
created when a school submits disbursement decreases 
and those decreases cause the CFL to fall below the 
amount already sent to the school by G5. 


Unusual Enrollment History (UEH) A field in 
NSLDS which alerts schools to a pattern of enrollment 
and/or award history for either Pell Grants or Direct 
Loans which is unusual. Depending on the UEH flag 
(possible values include “N”, “2”, and “3”), schools may 
be required to check the student’s academic records 
and take remedial action. If a student cannot provide 
compelling documentation for a failure to receive 
academic credit for periods in which they received 
Title IV funds, the student may lose Title IV eligibility. 
For more detail, see Volume 1, Chapter 3 of the FSA 
Handbook. 


US. Citizenship and Immigration Services (USCIS) 
The federal agency that administers immigration 
and naturalization services within the United States. 
Formerly, the Immigration and Naturalization Service 
(INS). 


United States Code (USC) Codification by subject 
matter of the general and permanent laws of the 
United States. It is divided by broad subjects into 

50 titles and published by the Office of the Law 
Revision Counsel of the U.S. House of Representatives. 


Unqualified Opinion A “clean” auditor’s report. 
That is, the auditor has concluded the financial 
statements present fairly, in all material respects, 
financial position, results of operations, cash flows 
in conformity with generally accepted accounting 
principles. 


Unsubstantiated Cash Calculated as net cash at 
school (i.e. net excess cash returns) received for the 
award year, not including cash at schools for the last 
15 days minus total accepted disbursements (booked 
disbursements for DL) for award year. 
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Untaxed Income and Benefits The term “untaxed 
income and benefits” includes 


¢ — child support received; 
¢ workman's compensation; 


¢ — veteran's benefits, such as death pension, 
dependency, and indemnity compensation, 
but excluding veterans’ education benefits; 


¢ interest on tax-free bonds; 


¢ housing, food, and other allowances (exclud- 
ing rent subsidies for low-income housing) 
for military, clergy, and others (including 
cash payments and cash value of benefits); 


¢ cash support or any money paid on the stu- 
dent’s behalf, except, for dependent students, 
funds provided by the student's parents; 


¢ untaxed portion of pensions; 


¢ payments to individual retirement accounts 
and Keogh accounts excluded from income 
for federal income tax purposes; and 


¢ any other untaxed income and benefits, such 
as Black Lung Benefits, Refugee Assistance, 
or railroad retirement benefits, or benefits re- 
ceived through participation in employment 
and training activities under Title I of the 
Workforce Investment Act of 1998. 


Usability Testing Measuring how well people can 
use some human-made object (such as a web page, 
or a computer interface) for its intended purpose. 


USC United States Code 


USCIS U.S. Citizenship and Immigration Services in 
Department of Homeland Security 


V 
VA US. Department of Veterans Affairs 


Valid Institutional Student Information Record (valid 
ISIR) An ISIR on which all the information reported 
on a student’s FAFSA is accurate and complete as of 
the date the application is signed. 


Valid Student Aid Report (valid SAR) ASARon 
which all of the information reported on a student’s 
FAFSA is accurate and complete as of the date the 
application is signed. 


Variable Interest Rate An interest rate on a loan 
that fluctuates over the term of a loan on the basis of 
changes in an index that reflects changes in market 
rates. 


VDC_ Virtual Data Center 


Verification ‘The process under which an applicant’s 
FAFSA information is selected by the Department 

or a school and determined to be accurate (true and 
complete within certain parameters) or inaccurate. 


Verification Flag Code ona SAR/ISIR transaction 
indicating that a student has been selected for 
verification. After the student is selected, he or she 
is always selected for the current processing year. 
This data comes from the Student Is Selected for 
Verification field in the ISIR record layout. 


Verification Selection Flag ‘The field on the SAR/ISIR 
that identifies a correction transaction that is selected 
for verification when the transaction being corrected 
was not initially selected for verification. This field is 
always blank on an initial transaction. This flag is set 
to Y only on the correction transaction that is initially 
selected for verification. If the Verification Selection 
Flag is set from the previous transaction, this field is 
blank. 


Verification Status Code The code (V, W, S, or blank) 
that must be reported in the COD system for students 
who receive Pell grants, regardless of whether they are 
selected for verification. 
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Verification Worksheets A web-based tool available at 
faaaccess.ed.gov that schools can use to compare ISIR 
data with data an applicant provides on verification 
documents, such as a Verification Worksheet. It 
displays the differences between the ISIR and the 
verification document. ‘The aid office can tell if the 
differences are within the verification tolerance 

level. Users can also update student and parent ISIR 
information and submit it to the CPS. 


Veteran Any individual who 


¢ has served on active duty in the United States 
Army, Navy, Air Force, Marines, or Coast 
Guard (other than for training purposes); 
and 


* was released under a condition other than 
dishonorable. 


Veterans’ Education Benefits Benefits associated with 
his or her service that a student who is also a veteran 
will receive during the award year. For a detailed 
explanation of Veterans’ Education Benefits see the 
Higher Education Act, as amended, Part F, Section 
480(c). 


Voluntary Payments Payments made directly by 

a borrower or a student who owes a federal student 
aid debt and that do not include payments obtained 
by federal offset, garnishment, or income or asset 
execution. 


WwW 


Waiver Relief from an obligation, e.g., to pay tuition, 
fees, or other institutional charges; or to fulfill an 
administrative requirement. 


WBT Web-Based Training 


Weakness (in controls) An organization’s inability 
to fulfill a responsibility or fully realize the benefit of 
a control. Weaknesses may be identified internally 
through self-examination or by an external 
organization and stated as a recommendation. 
Depending on the severity, it may be reported to the 
next level of management. Each material weakness 
requires a corrective action plan. (See Material 
Weakness.) 


Web-Based Architecture Composed of services and 
technologies that enable applications to function in 
an internet and/or intranet environment through a 
web browser user interface. 


Week of Instructional Time Any period of seven 
consecutive days in which one day of regularly sched- 
uled instruction, examination, or (after the last day of 
classes) at least one scheduled day of study for exami- 
nations occurs. Instructional time does not include 
periods of orientation, counseling, homework, vaca- 
tion, or other activity not related to class preparation or 
examination. 


Willingness to Repay When selecting Perkins Loan 
recipients, a school must consider evidence of a bor- 
rower’s willingness to repay the loan. Delinquency, 
default, or other failure to meet obligations on a previ- 
ous loan is evidence that the borrower is unwilling to 
repay a loan. Loans discharged in bankruptcy may be 
considered evidence of being unwilling to repay a loan. 
Schools may also consider a student’s credit history in 
determining willingness to repay. 

Withdrawal To cease attendance in all Title IV 
eligible classes in a payment period or period of 
attendance, as applicable. A student is considered to 
have withdrawn from a payment period or period of 
enrollment if 


¢ — in the case of a program that is measured in 
credit hours, the student does not complete 
all the days in the payment period or period 
of enrollment that the student was scheduled 
to complete; 


¢ in the case of a program that is measured in 
clock hours, the student does not complete 
all of the clock hours and weeks of instruc- 
tional time in the payment period or period 
of enrollment that the student was scheduled 
to complete; or 


¢ for a student in a non-term or nonstandard- 
term program, the student is not scheduled 
to begin another course within a payment 
period or period of enrollment for more than 
45 calendar days after the end of the module 
the student ceased attending, unless the 
student is on an approved leave of absence, as 
defined later in this chapter. 
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Withdrawal Date ‘The date a student ceases 
attendance (drops or withdraws) from all his or her 
Title IV eligible courses in a payment period or period 
of enrollment. 


Withdrawal Rate The percentage of a school’s 
students who officially withdraw, unofficially drop 
out, are expelled, or receive a 100% refund of their 
tuition and fees. Withdrawing from one or more 
courses (e.g., reducing credit hours from 12 to 6) or 
programs but not entirely from the school does not 
meet the definition of a withdrawal. Instead, this action 
is considered a change in enrollment status. Schools 
seeking to participate in an FSA program for the first 
time must have an undergraduate withdrawal rate for 
regular students of no more than 33% during the last 
completed award year. 


Work-College An eligible institution that 


¢ is a public or private nonprofit, four-year, 
degree-granting institution with a commit- 
ment to community service; 


¢ has operated a comprehensive work- 
learning-service program for at least two 
years; 


¢ requires resident students, including at least 
one-half of all students who are enrolled on 
a full-time basis, to participate in a com- 
prehensive work-learning-service program 
for at least five hours each week, or at least 
80 hours during each period of enrollment, 
except summer school, unless the student is 
engaged in an institutionally organized or ap- 
proved study abroad or externship program; 
and 


¢ provides students participating in the com- 
prehensive work-learning-service program 
with the opportunity to contribute to their 
education and to the welfare of the commu- 
nity as a whole. 


Working Papers Written records kept by an 

auditor of procedures applied, tests performed, 
information obtained, and pertinent conclusions in the 
engagement. 


Write-off An action to remove an amount from 

an entity’s assets. Costs incurred that have no future 
utility are charged (written-off) to an expense or loss 
account, not carried forward as an asset. A write-off 
of a loan occurs when an official determines, after 
all appropriate collection tools have been used, that 
no further collection activity is warranted. Active 
collection on an account ceases, and the account is 
removed from an entity’s receivables. 


WWW. World Wide Web 


Y 


YTD Year to Date 
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While nongovernmental organizations and their publications often provide useful 
information, the guidance they offer provides no defense in the case of audit and program re- 
view findings. For authoritative guidance on the Federal Student Aid program requirements, 
schools should refer first to Department of Education publications, and then to broader U.S. 
Government publications. This chapter is intended for those who are not financial aid 
professionals. Rather, it is intended for the occasional visitor—non-federal auditors, state 
auditors, state attorneys general, and business office employees who sometimes need 
assistance in navigating Federal Student Aid’s offices and websites. 


and Assistance 


ELECTRONIC ASSISTANCE 


Information for Financial Aid Professionals (IFAP) 


The Information for Financial Aid Professionals (IFAP) Website 
consolidates guidance, resources, and information related to the 
administration and processing of Title IV federal student aid into one 
online site for use by the entire financial aid community. Please note: we 
have omitted references to certain sections and items we felt were not 
relevant to business offices, so viewing IFAP online may look slightly 
different for certain sections and information on the IFAP website. IFAP 
will encompass more information than presented in this Appendix. You 
can find IFAP at 


ifap.ed.gov/ifap/ 


Depending on the nature of your information search on IFAP, you 
may find multiple paths to it. Here, we identify the areas on IFAP we 
believe will be the most helpful to the business. You will find the main 
headings within tool bars at the top and left side of IFAP and within the 
boxes in the middle of the home page. 


¢ Getting Started—This section provides an introduction to the 
IFAP Website for new users and others who want assistance in 
using IFAP. Federal Student Aid hopes that it will be 
particularly helpful to those new to financial aid by showing 
what information is available and where it can be found. It 
highlights what you need to know about accessing the many 
electronic systems that institutions must use to participate in 
the Federal Student Aid programs and provides information 
about obtaining guidance and training in the administration of 
the programs. 
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What’s New—The What’s New area on IFAP lists all of the 
items posted to the IFAP Website within the past 14 days. You 
may click on each link to access the file directly. 


Occasionally, we may add information to the What’s New area 
related to hot topics within Federal Student Aid. 


Calendar—The Federal Student Aid Calendar is a helpful tool 
to view the current conferences, trainings, deadlines or other 
events occurring within the financial aid community. To view 
the most recent items posted to the FSA Calendar, please click 
on the New Calendar Entries from the Calendar submenu 
above. 


By default, this page will display today’s calendar items. Click 
the left or right arrows on the calendar to view items from past 
or future months. Click a specific date on the calendar to view 
items relative to that date. If youd like to narrow your calendar 
item results further, please use the query tools provided below 
and click the “VIEW” button. 


My IFAP—Through My IFAP you can receive weekly updates 
to the Information for Financial Aid Professionals (IFAP) 
Website. Tags within My IFAP include: 


¢ Login 
e New User Registration 
e Help with My IFAP 


iLibrary 
Training 
Help 
Feedback 


Major headings on the IFAP home page include: 


Tools for Schools, 
Publications, 
Worksheets, Schedules and Tables, and 


Processing Resources. 
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Tools for Schools 


On the Tools for Schools page, Federal Student Aid offers online and 
computer-based training resources to assist those who work with the Title 
IV federal student aid programs, software and systems. 


ifap.ed.gov/ifap/toolsforschools.jsp 
Examples of tools include: 


¢ Common Origination and Disbursement (COD) System 
Computer-Based Training 


¢ Conference Presentations—Here you can find Federal Student 
Aid presentations given at various conferences, such as: Federal 
Student Aid’s Electronic Access Conferences (EACs), Federal 
Student Aid’s Spring Conference, and the annual NASFAA. 


¢ EDExpress Training—This self-paced online course provides 
step-by-step lessons on EDExpress functionality, including 
software setup for the Pell Grant, Direct Loan, and TEACH 
Grant modules. 


« FSA Assessments—FSA Assessments helps schools with 
compliance and improvement activities and contains links to 
applicable laws and regulations. 


¢ FSA Coach (Web-Based training)—Coach is a 
comprehensive, introductory course on school requirements 
for administering the Federal Student Aid programs. The 37 
lessons can be completed individually, allowing you to tailor 
the training to your specific needs. 


¢ Net Price Calculator—Each postsecondary institution that 
participates in Title IV federal student aid programs must post 
a net price calculator on its website to provide estimated net 
price information to current and prospective students and their 
families based on a student's individual circumstances. 


¢ Financial Literacy Guidance—is designed to help counselors and 
mentors assist postsecondary students develop the skills neces- 
sary to make informed financial decisions—especially in regard to 
the student loan process. Financial literacy education can provide 
an understanding of how to manage personal finances, establish 
financial goals, and form a plan to reach them. Topics covered 
include—key student loan concepts, good financial habits, and 
tools and resources available to help communicate these concepts 
to students. 
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Publications 
Publications developed by FSA to assist in the administration of the 
Title IV federal student aid programs are located at 
ifap.ed.gov/ifap/publications.jsp 


There are two types of publications - General Publications and 
Processing Publications. General program-related publications are found 
under General Publications. Processing-related publications are under 
Processing Publications. 


Examples of general publications include 


¢ Accrediting Agencies: List and Criteria for Recognition 
¢ Audit Guidance 

¢ Campus-Based Awards 

¢ Cohort Default Rate Guide 

¢ Cohort Default Rate Guide for Lenders and Guaranty Agencies 
¢ Counselors and Mentors Handbook 

¢ Federal School Code List 

¢ Federal Student Aid Handbook 

¢  FFEL Special Allowance Rates 

«  FFEL Variable Interest Rates 

« FSA New School Guide 

¢  Gainful Employment Operations Manual 

¢ Perkins Cohort Default Rates (Orange Book) 


¢ Program Review Guide 
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Worksheets, Schedules, and Tables 


This section includes Federal Student Aid developed worksheets, 
schedules, and tables to assist in the administration of the Title IV federal 
student aid programs, including 


¢ Student Aid Eligibility Worksheets 

¢ EFC Formula Worksheets and Tables 

¢ Pell Grant Payment and Disbursement Schedules 

¢ — Return of Title IV Aid Worksheets 

¢ Format for Referring Overpayments to Borrower Services 
¢ Verification Worksheets 


Processing Resources 


Application processing refers to the process through which the Free 
Application for Federal Student Aid (FAFSA) is evaluated and results are 
returned to students and institutions. Federal Student Aid maintains 
compilations of resource information to assist in processing Title IV 
federal student aid. The resources are categorized as follows: 

¢ Application Processing Electronic Announcements 

¢ Campus-Based Processing Information 

¢ Grant and Direct Loan (COD) Processing Information 
¢ FAFSA and SAR Materials 


o NSLDS Reference Materials 
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FSATech Listserv 


In addition to directly entering the URL 
provided, you can also get there through 


IFAP. From the home page of ifap.ed.gov, 
go to the left side vertical gray tool bar 
and select System & Processing Links— 
Application. Within the drop down menu 
FSATech Listserv is the fifth tag. 


FSA DOWNLOADS FOR SOFTWARE AND MANUALS 


If you need to download any of Federal Student Aid’s software and 
associated documents or technical references and guides, you can do so 
at the U.S. Department of Education’s Federal Student Aid Download 
(FSAdownload) Website, located at 


fsadownload.ed.gov/ 
Examples of technical references and guides include 


¢ COD Technical Reference 

« CPS Test System 

« EDExpress Packaging Technical Reference 

¢ Electronic Data Exchange Technical Reference 
+ ISIR Guide 

¢ Perkins TEF File 

¢ Renewal FAFSA Process Guide 

¢ SAR/ISIR Comment Codes and Text 


¢ Summary of Changes to the Application Processing System. 
Examples of software Include 


¢ Direct Loan Tools 

¢ EDExpress 

¢ EDconnect Message Class Table 

« GA DataPrep 

¢ NSLDS GA Loan Discharge Submittal 

¢ NSLDS Enrollment Submittal 

¢ NSLDS Exit Counseling Submittal 

¢ NSLDS Gainful Employment Submittal 

¢ NSLDS Teacher Loan Forgiveness Submittal 
¢ NSLDS Perkins Loan Submittal 


¢ Perkins DataPrep 
rs SAIG Mailbox Software & Manuals 


+ SUN Java Runtime Environment. 
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School Participation Division 


Call the appropriate School Participation Division for information 
and guidance on audit resolution, financial analysis, program reviews, 
technical assistance, and school and program eligibility/recertification. In addition to directly entering the URL 
provided, you can also get there through 
IFAP. From the home page of ifap.ed.gov, 
go to the top horizontal gray tool bar 
and select Help. Within the Help menu 
select Contact Information. Within Contact 
ifap.ed.gov/ifap/helpContactInformationDetailedList. Information select Federal Student Aid 


jsp?contactname=School%20Participation%20Division Offices. The School Participation Teams is 
the last office listed. 


School Participation Team 


You can find contact information for the regional offices of the School 
Participation Division at 


The Electronic Version of the Application for Approval to 
Participate in the Federal Student Financial Aid Programs 


Postsecondary institutions use the e-App to apply for designation as 
an eligible institution, initial participation, recertification, reinstatement, 
change in ownership, or to update a current approval. Updates include 
changes such as, but not limited to, name or address change, new location 
or program, increased level of offering, change of officials, or mailing 
address for publications. 


eligcert.ed.gov/ 


Training Officers and Institutional Improvement Specialists 


Training Officers 


Training officers provide local, regional, and national training on 
a wide variety of Title IV topics. Training venues include financial aid 
associations, state organizations, Department of Education national 
conferences, Department of Education online training, and fundamental 
workshops for new schools and financial aid staff. In addition, training 
officers provide direct assistance to schools by answering questions, 
conducting research, and distributing information. 


Though training officers train on a national scope, each training 
officer resides in a particular region made up of specific states. Due to 
state and school system differences, concentration of certain types of 
institutions and general workload issues, we encourage schools to contact 
those training officers located within their region for assistance. 


Institutional Improvement Specialists 


Institutional Improvement Specialists (IIS) are part of the regional 
School Participation Teams (SPTs). SPTs work with institutional 
eligibility, resolve institutional independent audits, review school financial 
statements, conduct TIV program reviews, and provide technical 
assistance, 
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FSAPubs 


In addition to directly entering the URL 
provided, you can also get there through 
IFAP. From the home page of ifap.ed.gov, 
go to the left side vertical gray tool bar 
and select Resource Links. Within the drop 
down menu FSAPubs.gov Publication 
Ordering is the fourth tag. 


In addition to directly entering the URL 
provided, you can also get there through 
IFAP. From the home page of ifap.ed.gov, 
go to the top horizontal gray tool bar 

and select Help. Within the Help menu 
select Contact Information. Within Contact 
Information select Service Centers for 
Schools. 


IS assist schools within their regions that are beginning their 
participation in the federal student aid programs. They conduct technical 
assistance visits (on-site and off-site), provide one-on-one training, and 
answer general questions. In addition, an IIS might work closely with 
schools to resolve eligibility, audit, and/or financial concerns. 


FSATech Listserv 


By subscribing to this listserv, financial aid professionals can get 
answers to their technical questions about FSA’s software or systems. 
They will also automatically get news flashes about processing and 
software issues. 


www2.ed.gov/offices/OSFAP/services/fsatechsubscribe.html 


FSAPubs 


The FSAPubs website allows schools to order paper publications and 
find electronic publications that can be saved and/or printed. You can 
login to the site by using their OPE ID for functions such as viewing their 
order history, managing their account and viewing their shopping cart. 


fsapubs.gov/ 


Postsecondary Education Participants (PEPS) System 
Help Desk 


PEPS is the Office of Federal Student Aid (FSA) management 
information system of all organizations that have a role in administering 
student financial aid and other Higher Education Act programs. PEPS 
maintains eligibility, certification, demographic, financial, review, audit 
and default rate data about schools, lenders, and guarantors participating 
in the Title IV programs. 


www2.ed.gov/offices/OSFAP/PEPS/index.html 
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CENTERS FOR SERVICE 


The U.S. Department of Education provides multiple service 
centers that can help you manage your school’s participation in the 
federal student aid programs. We have provided the necessary contact 
information for these centers as well as a brief description to help you 
identify the contact center that will serve your needs. 


For complete information, visit 


ifap.ed.gov/ifap/helpContactInformation.jsp 


Where to Find Information about Federal Student Aid Offices 


Service Center 


Conferences 


Default Prevention Assistance 


Experimental Sites Initiative 


Operations Performance Division 


Quality Assurance (QA) Program 


School Participation Division 


To ask a question or make a comment 
about an FSA conference, visit this site. 


This website provides information and 
assistance with encouraging student loan 
repayment, addressing delinquent repay- 
ment when it occurs, reducing the risk of 
borrower default, and managing cohort 
default rates. 


Schools that participate as experimental 
sites test the outcomes of modifying spe- 
cific components of the laws and regula- 
tions governing the awarding of Title lV aid. 
The Department uses the results of these 
experiments to guide regulatory policy 
changes and propose legislative changes 
that will enhance program integrity, 
improve student outcomes, and reduce 
administrative burden. For information 
about participating in the Experimental 
Sites Initiative, visit this site. 


Visit this site if you have questions about 
cohort default rates or appeals and adjust- 
ments, or assistance with challenges and 
data corrections to default rate data. 


The Quality Assurance (QA) Program serves 
participating schools by providing tools 
that provide better service to students, pro- 
mote compliance, and encourage continu- 
ous improvement in program delivery. 


Call the appropriate School Participation 
Division for information and guidance on 
audit resolution, financial analysis, program 
reviews, and school and program eligibil- 
ity/recertification. 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Conferences 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Default%20Preven- 
tion%20Assistance 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Experimental%20 
Sites%20Initiative 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Operations%20Per- 
formance%20Division 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Quality%20Assur- 
ance%20(QA)%20Program 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=School%20Partici- 
pation%20Division 


For complete information, visit 
ifap.ed.gov/ifap/helpContactInformationList.jsp?group=3 


You can find a quick reference guide to our Service Centers at 


ifap.ed.gov/docs/CallQRef.pdf 
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Campus-Based Call Center Visit this center if you have questions 
about the Campus-Based Programs, the 
FISOP/FISAP or Federal Perkins Loan 
cohort default rates. 


Closed School Contacts This website can help answer your 
questions about school closures, unpaid 
refunds, and poor quality of education/ 


student services. 


COD School Relations Center They provide assistance with processing 
Pell/Iraq and Afghanistan Service Grants, 


TEACH Grants, and Direct Loans. 


Answers your questions about the Central 
Processing System (CPS), the Student Aid 
Internet Gateway (SAIG), Web products 
such as FAA Access to CPS Online, help 
with software products such as EDcon- 
nect and EDExpress, and TFA. 


eZ-Audit For help submitting financial statements 
and compliance audits online. 
Federal Student Aid Research and | Contact the RCCC with your questions 


Customer Care Center (RCCC) about the Title IV federal student aid 
programs, policies, and regulations. 


CPS/SAIG Technical Support and 
the Two Factor Authentication 
(TFA) Support Center 


Foreign School Contacts Foreign schools that need help with 
institutional eligibility, Direct Loan setup 
and processing, SAIG, publications and 
school Assessments can get that help 


here. 


Get help with G5, the Department of 
Education's electronic system for grants 
management and payments. 


G5 Hotline 


Health Education Assistance Loan | Contact for information and assistance 
(HEAL) Program for Lenders and related to the Health Education 
Lender Servicers Assistance Loan (HEAL) Program. 


Direct Loan Consolidation for 
Loan Holders and Servicers 


For answers to questions related to the 
Direct Consolidation Loan application 
process visit this page. 


National Student Loan Data 
System (NSLDS) 


The NSLDS Customer Support Center 
provides assistance with NSLDS func- 
tions including: enrollment reporting, exit 
counseling completion, loan history/de- 
tail online enrollment reporting, overpay- 
ments, transfer student monitoring, and 
school website access. 


Total and Permanent Disability Contact for information and assistance 
Discharge and Veterans Disability | with the disability discharge process. 
Discharge 


Loan Servicing Centers for 
Schools 


For questions about loan repayment 
or other loan servicing issues, a school 
should contact the appropriate loan 
servicing center. 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Campus-Based%20 
Call%20Center 


http://ifap.ed.gov/ifap/helpContactInforma- 
tionDetailedList.jsp?contactname=Closed%20 
School%20Contacts 


http://ifap.ed.gov/ifap/helpContactInforma- 
tionDetailedList.jsp?contactname=COD%20 
School%20Relations%20Center 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=CPS/SAIG%20 
Technical%20Support%20and%20the%20TFA%20 
Support%20Center 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=eZ%20Audit 


ifap.ed.gov/ifap/helpContactInformation/ 
DetailedList.jsp?contactname=Federal Student 
Aid Research and Customer Care Center (RCCC) 


http://ifap.ed.gov/ifap/helpContactInforma- 
tionDetailedList.jsp?contactname=Foreign%20 
School%20Contacts 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=G5%20Hotline 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Health%20Educa- 
tion%20Assistance%20Loan%20(HEAL)%20Pro- 
gram%20for%20Lenders%20and%20Lender%20 
Servicers 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Loan%20Consoli- 
dation%20for%20Loan%20Holders%20and%20 

Servicers 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=National%20Stu- 
dent%20Loan%20Data%20System%20(NSLDS) 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Total%20and%20 
Permanent%20Disability%20Discharge%20 
and%20Veterans%20Disability%20Discharge 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?Isc=1 


For complete information, visit 
http://ifap.ed.gov/ifap/helpContactInformationList.jsp?group=1 
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Where to Find Information about Services for Students 


Service Center 


Borrower Defense Hotline 


Default Resolution Group 


Federal Student Aid Information 
Center (FSAIC) 


Health Education Assistance 
Loan (HEAL) Program for 
Borrowers 


Loan Consolidation Information 
Center 


The FSA Ombudsman Group 


Total and Permanent Disability 
Discharge and Veterans 
Disability Discharge 


Loan Servicing 
Centers for Students 


For general information about borrower 
defense to repayment, visit the StudentAid. 
gov Web site at StudentAid.gov/borrower- 
defense. For additional assistance with 
questions related to borrower defense to 
repayment, use the contact information 
listed below. 


This service center provides assistance to 
borrowers with defaulted federal education 
loan debt and federal student aid grant 
recipients who owe overpayments. 


The FSAIC provides parents and students 
with information and assistance (in English 
and Spanish) about the FAFSA application 
process and ED’s grant and loan programs. 


Provides information and assistance to 
borrowers who received HEAL Program 
loans between 1978 and 1998. 


Borrowers who are interested in 
consolidating their federal student loans 
should contact this center for information 
and technical assistance. 


Individuals who have exhausted all other 
customer service avenues can often get 
help from the Ombudsman. 


The Nelnet Total and Permanent Disabil- 
ity Servicer is the Department's contact 
point for borrowers seeking assistance and 
information about total and permanent 
disability (TPD) discharge. 


For questions about loan repayment or 
other loan servicing issues, a borrower 

should contact his or her loan servicing 
center. 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Borrower%20De- 
fense%20Hotline 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Default%20Resolu- 
tion%20Group,%20Greenville 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Federal%20Stu- 
dent%20Aid%20Information%20Center%20(FSAIC) 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Health%20Educa- 
tion%20Assistance%20Loan%20(HEAL)%20Pro- 
gram%20for%20Borrowers 


http://ifap.ed.gov/ifap/helpContactInformationDe- 
tailedList.jsp?contactname=Loan%20Consolida- 
tion%20for%20Applicants 


http://ifap.ed.gov/ifap/helpContactInformation- 
DetailedList.jsp?contactname=Office%200f%20 
the%200mbudsman%20FSA 


http://ifap.ed.gov/ifap/helpContactInformationDe- 
tailedList.jsp?contactname=Total%20%20and%20 
Permanent%20Disability%20Discharge%20 
and%20Veterans%20Disability%20Discharge 


http://ifap.ed.gov/ifap/helpContactInformationDe- 
tailedList.jsp?lsc=2 


For complete information, visit 
ifap.ed.gov/ifap/helpContactInformationList.jsp?group=2 


Actions a School 


Should Take When a 
Current Student Dies 


— C 


Here we describe how a school should proceed when a currently 


enrolled recipient of federal student aid dies. 


WHEN A SCHOOL RECEIVES INFORMATION 
THAT A STUDENT HAS DIED 


If, during the school year, a school receives information that a current 
recipient of Title IV aid has died, the school must determine the validity 
of that information. Until the school has determined whether or not the 
student remains in attendance, the school may not make additional 
disbursements of Title IV aid to the student (including releasing any 
Title IV credit balance that might exist on the student’s account from a 
disbursement made previously). 


In order to avoid causing distress to a student’s family and friends 
based on an inaccurate report of a student’s death received by the school, 
the school should first make internal inquiries and consult public 
information sources. If there is no local newspaper report of a student’s 
death, a school can conduct an online search of the student’s hometown 
newspaper and the newspapers where the death was reported to occur. A 
school can also search the student’s home state vital records office (a list 
is available at www.cdc.gov/nchs/w2w.htm). Internally, a school should 
get attendance reports from the faculty in whose classes the student is 
currently enrolled. If the student lives on campus, the school should 
contact the appropriate residence hall staff to see what information the 
staff possesses. Faculty members and residence hall staff should be told 
that if the student is present, it is critical the student call or visit the 
financial aid office. The school should also write the student at the 
local residence of record and at any electronic address available (email 
and social media) to inform the student that it will not be making further 
disbursements of financial aid to the student until he or she calls or visits 
the financial aid office. 


CPS Match with the U.S. Social 


Security Administration 

The Social Security numbers of applicants 
currently in Federal Student Aid’s Central 
Processing System (for all award years 
currently being processed) are matched 
weekly against SSA records. If the Social 
Security number entered in Item 8 of the 
FAFSA matches that of a deceased person 
in the SSA records, the CPS will send a new 
ISIR to all schools indicated on the student's 
FAFSA. The new ISIR will include Comment 
Code 076 and the comment text: 


Social Security Administration (SSA) records 
indicate that the Social Security Number 

(SSN) that was provided in Item 8 belongs to 

a deceased person. If the SSN is correct, the 
applicant must contact the SSA at 1-800-772- 
1213 or www.socialsecurity.gov to resolve this 
problem. If the SSN is incorrect, the applicant 
must correct the SSN on a paper SAR or submit 
anew FAFSA online with the correct SSN. 


If a school receives an ISIR that contains 
Comment Code 076, it must treat the ISIR as 
conflicting information. 
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Documentation required for 
discharge of a federal student 
loan when a student dies 


In order to discharge the unpaid balance of 
a Perkins Loan (including NDSL and Defense 
loans), FFEL program loan, or Direct Loan, 
except in exceptional circumstances and 

ona case-by-case basis, the loan holder or 
servicer must obtain an original or certified 
copy of a death certificate or an accurate 
and complete photocopy of the original or 
certified copy of the death certificate. 


34 CFR 674.61(a) 
34 CFR 682.402(b) 
34 CFR 685.212 


Enrollment Reporting When A 
Current Student Has Died 


If a school has obtained a copy of the 
death certificate for a current student, the 
school must update the student's status in 
NSLDS. If the school is due to perform its 
regular Enrollment Status Reporting within 
the next 14 days, the school may use that 


process to update the student's status. If 
the school’s regular Enrollment Reporting 
is more than 14 days in the future, we 
recommend that the school manually 
update the student's enrollment status on 
the NSLDS Professional Access Web site at 
www.nsldsfap.ed.gov/nslds_FAP/ (under 
the Enrollment reporting tab) to a status 
of “D.” 


Returning loan funds 
when a student dies 


A school that has to return Direct Loan 
funds because a student has died should 
always return them using G5. 


A school should complete its internal attempt to resolve the report of 
the student’s death within 30 days. After 30 days, if the school has not 
resolved the report of the student’s death, a school should seek 
information from the student’s family (named on the FAFSA if the 
student is dependent or married) and any references the student provided 
during entrance counseling (if the student is a recipient of a federal 
student loan). 


A school that is unable to confirm a student’s death must make a 
determination that the student is no longer in attendance (has 
withdrawn) 30 days after the end of the earlier of the 


¢ payment or enrollment period; 
¢ academic year in which the student was enrolled; 


¢ educational program in which the student was attending. 


A school must return any Title IV funds required under 34 CFR 
668.22 as soon as possible but no later than 45 days after the date 
school determined student withdrew. 


Withdrawal date when a student dies 


If a school that is not required to take attendance is informed 
that a student has died, it must determine the withdrawal date for the 
student under 34 CFR 668.22(c)(1)(iv). This section provides that if 
the institution determines that a student did not begin its withdrawal 
process or otherwise provide official notification of his or her intent to 
withdraw because of illness, accident, grievous personal loss, or other 
such circumstances beyond the student’s control, the withdrawal date is 
the date that the institution determines is related to that circumstance. 


The withdrawal date can be no later than the date of the student’s 
death. For an institution that is required to take attendance, the 
withdrawal date for a student who has died is the last date of attendance 
as determined from the school’s attendance records. The school must 
maintain the documentation it received that the student has died and 
determine an appropriate withdrawal date. 


When a student who has outstanding federal student 
loan obligations dies 


The regulations governing Perkins Loans (including Defense 
Loansand NDSL loans), FFEL program loans, and Direct Loans provide 
for 
discharge of a borrower’s obligation to repay those loans if the borrower 
dies (including a Direct Parent PLUS Loan borrower’s obligation to repay 
a Direct PLUS Loan if the student on whose behalf the parent borrowed 
dies). 
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If a school has information that a current or former student who has 
an current federal student loan obligation has died, the school must try to 
obtain an original or certified copy of the borrower’s death certificate, or 
an accurate and complete photocopy of the original or certified copy of 
the death certificate, and provide the death certificate to the holder of the 
student’s loans. 


Documentation required for discharge of a federal 
student loan when a student dies 


In order to discharge the unpaid balance of a Perkins Loan (including 
NDSL and Defense loans), FFEL program loan, or Direct Loan, except in 
exceptional circumstances and on a case-by-case basis, the loan holder or 
servicer must obtain an original or certified copy of a death certificate or 
an accurate and complete photocopy of the original or certified copy of 
the death certificate. 


Obtaining a death certificate or an acceptable copy of a 
death certificate 


If a school confirms that a current recipient of Title IV aid has 
died, the school must try to obtain an original or certified copy of the 
recipient’s death certificate, or an accurate and complete photocopy of the 
original or certified copy of the death certificate. 


The families of deceased persons have primary responsibility for 
notifying local and national authorities when a family member dies. 
Though doctors, other medical professionals, and mortuaries often 
perform this function, the responsibility remains with the deceased’s 
family. 


If the school can determine from a notice of death or news report 
that a medical professional or mortuary was involved the school should 
request a copy of the student’s death certificate from them. Schools may 
also be able to obtain death certificates from the local government record 
offices where the death occurred or the local government offices where 
the student’s permanent residence was located. Since individual state 
rules for documenting the death of an individual and obtaining a copy 
of an individual’s death certificate differ widely, a school should consult 
with its attorney to establish procedures for obtaining the required 
documentation from local authorities. 


Deadline for determination 


A school that is unable to confirm a 
student's death must make a determination 
that the student is no longer in attendance 
(has withdrawn) 30 days after the end of 
the earlier of the: 
payment or enrollment period; 
academic year in which the student 
was enrolled; 
educational program in which the 
student was attending. 


A school must return any Title IV funds 
required under 34 CFR 668.22 as soon as 
possible but no later than 45 days after date 
school determined student withdrew. 


FSA HB September 200 


C-3 


Federal Student Aid Handbook Appendices, 2016-2017 


When a deceased student 
has earned FWS income 


A school may deliver any FWS income 
earned by a deceased student to the 
student's estate. 


Default Resolution Group 


U.S. Department of Education 
Default Resolution Group 
P.O. Box 5609 

Greenville, TX 75403-5609 


903-259-3877 
Department of Education’s 
On-Site Monitor 


at Default Resolution Group 


903-259-3915 


When a student who has died is due a 
post-withdrawal disbursement 


A school may not make a post-withdrawal disbursement of Title IV 
funds to the account or estate of a student who has died. 


If a school determines that a student has died during a period in 
which the student was receiving Title IV aid, the school must perform a 
Return calculation (see Volume 5). If the Return calculation indicates that 
an institution is required to return Title IV funds, the school must return 
the Title IV funds for which it is responsible. 


The student's estate is not required to return any Title IV funds 
disbursed to the student. Therefore, an institution should neither report 
a grant overpayment for a deceased student to NSLDS, nor refer a grant 
overpayment for a deceased student to Default Resolution Group. If an 
institution had previously reported a grant overpayment for a student 
who is deceased to Default Resolution Group, it should inform Default 
Resolution Group that it has received notification that the student is 
deceased. 


The regulations governing the Direct and Federal Perkins Loan 
programs provide for a discharge of a borrower’s obligation to repay a 
Federal Direct or Federal Perkins Loan if the borrower dies (including 
a Direct PLUS Loan borrower’s obligation to repay a Direct PLUS Loan 
if the student on whose behalf the parent borrowed dies). If a school is 
aware that a student who has died has any outstanding Title IV loan debt, 
the school should contact the student’s estate and inform it of the actions 
it can take to have the student’s Title IV loan debt cancelled. 


If a Title IV credit balance created from funds disbursed before the 
death of the student exists after the completion of the Return calculation 
and the institutional refund calculations, the institution must resolve the 
Title IV credit balance as follows: 


1. in accordance with the cash management regulations, pay- 
ing authorized charges at the institution (including previously 
paid charges that are now unpaid due to the Return of Title IV 
funds by the institution); 


2. returning any Title IV grant overpayments owed by the student 
for previous withdrawals from the present school (the institu- 
tion may deposit the funds in its federal funds account and 
make the appropriate entry in G5); 


If the institution has previously referred the grant overpayment 
to Default Resolution Group, the institution should provide 
Default Resolution Group with documentation that the student 
has died so that Default Resolution Group can delete the over- 
payment from its records. 


3. returning any remaining credit balance to the Title IV programs. 
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‘The FSA Assessments 


In collaboration with financial aid professionals, FSA has designed 
management assessment modules to help schools enhance their services. 
You can find the FSA Assessment Tool at 


www.ifap.ed.gov/qahome/fsaassessment.html 
There are three broad topic areas covered in the modules. ‘They are: 


° Students; 
e Schools; and 


e« | Campus-Based Programs. 


Your business office will probably find that the modules in the 
Schools area most relevant to its day-to-day operations. However, we 
hope that you will explore the modules within the other areas as well. 


The three modules within Students are 


1. Student Eligibility, 
2. Satisfactory Academic Progress, and 


3. Verification. 


The seven modules within Schools are 


A Guide to Creating a Policies & Procedures Manual; 
Consumer Information; 

Default Prevention & Management; 

Direct Loans; 

Fiscal Management; 

Institutional Eligibility; and 

Return of Title IV Funds. 
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The seven modules within Campus-Based Programs are: 
1. FSEOG 

2. FWS 

3. Perkins Awarding & Disbursement 

4, Perkins Cancellation 

5. Perkins Due Diligence 

6. Perkins Forbearance & Deferment 

7. Repayment 


The following chart details the topics covered in the Assessments. 


| Category | Module | Description 


Students Student Eligibility | Based on a review of a small sample of student files, evaluates 
the effectiveness of the financial aid policies and procedures con- 
cerned with student eligibility, e.g., citizenship, SSN, status as a 
regular student in an eligible program, etc. 


Students Satisfactory Helps the school determine if its Satisfactory Academic Progress 
Academic Progress | (SAP) policy complies with Federal regulations, e.g., SAP policy is 
in writing. 


Students Verification Evaluates the school’s procedures related to Verification policies 
and procedures. 


Assists schools in creating a policies and procedures manual, in- 
cluding areas outlined in the law and regulations that require a 
written policy and procedure and also provides links to the regula- 
tions. 


Schools Guide to Creating a 
Policies & Procedures 
Manual 


Includes all applicable requirements and examples, followed by 
questions to review Consumer Information requirements in place 
at the school to determine if these requirements are in compliance 
with all applicable regulations. 


Schools Consumer 
Information 


Default Prevention | Assists schools in understanding cohort default rate calculations, 
& Management challenges, adjustments and appeals; and helps schools with pre- 
venting students from defaulting on Federal student loans. 


Schools Direct Loans Review and evaluate your Direct Loan procedures. 
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Category 


Module 


Fiscal Management 


Institutional 
Eligibility 


Return of Title IV 
Funds 


Description 


This assessment outlines the financial standards schools must 
maintain to participate in the Federal Student Aid programs. 


This assessment outlines your school’s Institutional Eligibility 
responsibilities. 


Schools are required to provide students with details of all refund 
policies applicable to the school as well as information on the Title 
IV program requirements for the treatment of Title IV funds when 
a student withdraws. 


FWS 


Perkins Awarding & 
Disbursement 


Perkins 
Cancellation 


Perkins Due 
Diligence 


Perkins Forbearance 
& Deferment 


Perkins 
Repayment 


This assessment outlines the Federal Supplemental Educational 
Opportunity Grant (FSEOG) program requirements. 


This assessment outlines the requirements for the administration 
of the Federal Work-Study (FWS) program. 


This assessment outlines the Federal Perkins Loan Awarding & 
Disbursement requirements. 


This assessment provides you with an opportunity to review 
procedures regarding Federal Perkins Cancellation. 


This assessment outlines the Perkins Due Diligence process. 


This assessment outlines the requirements for Federal Perkins 
Forbearance & Deferment. 


This assessment outlines the requirements for Federal Perkins 
Repayment Process. 
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Miscellaneous Appendix 


Business Office 


Functions 


There are two school reporting requirements that involve FSA 
that are not Department of Education requirements. Both reporting 
requirements are Treasury Department/Internal Revenue Service (IRS) 
requirements. 


IRS FORM 1098 


There are two variations of IRS form 1098 ——— 
IRS 1098 Cites 


26 CFR Parts 1, 301, and 602 
+ IRS Form 1098-E 26 US.C. 6050S 


Federal Register: April 29, 2002 
rs IRS Form 1098-T. 
RS Fo 098 (Volume 67, Number 82) Preamble to 


Notice of Proposed Rule Making 


IRS FORM 1098-E Federal Register, December 19, 2002 


(Volume 67, Number 244) Preamble to 
Final Rules 
Your school must provide IRS Form 1098-E, Student Interest 


Statement, to all individuals who paid student loan interest of $600 or 
more on loans held by your school during a calendar year. 


IRS FORM 1098-T 


Your school must provide Form 1098-T, Tuition Statement, for each 
student enrolled for credit unless 


1. the student is a nonresident alien (unless requested by the stu- 
dent); 


2. the student's qualified tuition and related expenses are entirely 
waived, or entirely paid with scholarships or grants; or 


3. the student's qualified tuition and related expenses are entirely 
covered by a formal billing arrangement between the school 
and the student’s employer or a government agency such as the 
Department of Veterans Affairs or the Department of Defense. 
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The instructions for Form 1098-T do not specify what a school 
should do if 


¢ astudent’s qualified tuition and related expenses are entirely 
covered by a combination of scholarships, grants, and formal 
billing arrangement between the school and the student's em- 
ployer or a government agency; or 


¢ only a part of a student’s qualified tuition and related expenses 
are covered by a formal billing arrangement between the school 
and the student’s employer or a government agency. 


We note that the preamble to the Final Regulations states that 
“... a taxpayer cannot claim the education credit for education expenses 
paid with amounts that are excludable from gross income. Educational 
expenses paid through a formal billing arrangement between an institution 
and a government entity such as the Veteran’s Administration, often are 
excludable from the gross income of the individual student.” (Federal 
Register, December 19, 2002 (Volume 67, Number 244) page 77680). 


We encourage schools to seek guidance from their in-house counsel 
and the IRS on how to complete IRS Form 1098-T when the student falls 
into one of the aforementioned categories. 


IRS FORMS 1042 AND 1042-S 


Pell Grants and other Title IV need-based grants are tax free to 
the extent they are used to pay for qualified tuition and course-related 
expenses during the grant period. Qualified tuition and course-related 
expenses are defined as tuition, fees, books, supplies and equipment 
required for courses attempted by a degree candidate at an educational 
institution. To qualify, fees, books, supplies, and equipment must be 
required of all students in the course of instruction. 


Amounts paid from Pell Grants and other Title IV need-based 
grants other than for qualifying tuition and fees are taxable. This includes 
amounts paid for room and board, travel and supplies and equipment not 
required for the course of instruction at an educational institution. (See 
IRS Publication 970, Tax Benefits for Education.) 


Institutions are not required to withhold or report taxable scholarship 
amounts for students considered residents by the Internal Revenue 
Service. Students are considered residents for tax purposes if they are 
US. citizens, permanent residents, or nonresidents that meet the IRS 
substantial presence test, and are not subject to exemption or treaty 
benefits. 


Appendix E—Miscellaneous Business Office Functions 


Institutions are required to meet withholding and reporting 
requirements for nonresident aliens. Schools must generate a 1042-S for 
each student who is a nonresident alien and who receives taxable income 
other than wages. This includes Title IV need-based aid and other grants 
or scholarships. Schools must also prepare a 1042 summarizing the data 
reported on the individual 1042-S forms. See IRS instructions for forms 
1042 and 1042-S for filing requirements. 


Institutions are required to withhold at the rate of 30% of the taxable 
portion of the Title IV aid for each nonresident alien unless the student 
passes the substantial presence test for the calendar year. To meet this 
test, the student must be physically present in the United States for 


¢ at least 31 days during the current year; and 


¢ 183 days during the three-year period that includes the current 
year, and the two years immediately before that. (Count all the 
days present in the current year, 1/3 of the days present in the 
first year before the current year and 1/6 of the days present in 
the second year before the current year.) 


IRS Publications 515, Withholding of Tax on Nonresident Aliens 
and Foreign Entities and IRS Publication 519, U.S. Tax Guide for Aliens 
provide guidance on withholding and reporting requirements. 


As a withholding agent, your school is liable for any taxes you are 
required to withhold. This liability is independent of the tax liability of 
the foreign student to whom the payment is made. If your school fails 
to withhold the required amount, and the foreign student fails to satisfy 
the U.S. tax liability, then both you and the foreign student are liable for 
the taxes, as well as for interest and any applicable penalties. (Note that 
the applicable tax will be collected only once.) Even if the foreign student 
satisfies his or her U.S. tax liability, your school may still be held liable for 
interest and penalties for your failure to withhold. 


If an institution withholds amounts from taxable Title IV need-based 
aid (or other scholarships and grants) the institution must complete 
an IRS Form 1042-S, Foreign Person’s U.S. Source Income Subject to 
Withholding. The foreign student must complete and file an IRS Form 
1042, Annual Withholding Tax Return for U.S. Source Income of Foreign 
Persons with the Internal Revenue Service by March 15 of the year 
following the calendar year in which the Title IV need-based aid or other 
grant or scholarship was paid. 
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Institutional Repor ting & APPENDIX J 


and Disclosure 
Requirements 


comprehensive summary of reporting and disclosure requirements re- 

lated to the Higher Education Act (HEA). In general, reports are sub- 
mitted to the Department of Education, and disclosures are made to students 
and the public. However, in some cases—for example, the annual security 
statistics—information must be provided to both as well as to the institu- 
tion’s faculty and staff. This summary lists the reports and disclosures, their 
statutory and regulatory authority, a description of what is required in each 
report/disclosure and other pertinent information, the due date, the method 
of transmittal or distribution, and the recipient of the report/disclosure. The 
publication of this document complies with section 482(e) of the HEA, which 
requires the Secretary to provide institutions with a “compliance calendar” of 
all reports and disclosures required under the HEA. Note: See the HEA Table 
of Contents, Appendix G of the FSA Handbook, for the sections of the U.S. 
Code that correspond to the sections of the HEA referred to in this appendix. 


Te appendix provides postsecondary educational institutions with a 


Important: Any omission in this document does not relieve institutions 
of any Title IV requirement. Also, this document is not intended to provide 
complete guidance about implementing the requirements listed. For more 
instruction on that, see the pertinent regulations as well as the appropriate 
volume and chapter of the Federal Student Aid Handbook. 


UPDATES FOR 2016-2017 
The following sections were added to this appendix for 2016-2017: 


e “Cash management contract URLs” on page 3. 


e “Cash management contracts” and the margin definitions of Tier 
One and Tier Two arrangements on pages 9 and 10. 


e “Disclosures related to the end of Perkins loans” on page 19. 


We also added items #5 and 8 to the list on page 19 under “Disclosure 
of repayment information about Perkins loans.” On page 21 we added to the 
paragraph about the annual disclosures for Perkins loans. 
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Annual security statistics 

HEA Sec. 485(f)(5) 

34 CFR 668.41(e)(5), 668.46(c) 

FSA Handbook Volume 2, Chapter 6 


*Clery geography—For the purpose of 
collecting statistics on the crimes listed, 
Clery geography includes buildings and 
property that are part of the institution’s 
campus, the institution’s non-campus 
buildings and property, and public 
property within or immediately adja- 
cent to and accessible from the campus. 
For the purpose of maintaining the 
crime log described in the disclosures 
section, Clery geography includes, in 
addition to the locations above, areas 
within the patrol jurisdiction of the cam- 
pus police or security department. 


Athlete completion and gradua- 
tion rates 

HEA Sec. 485(e)(1) 

34 CFR 668.48 

FSA Handbook Volume 2, Chapter 6 
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REPORTS 


Annual security statistics 
(For information on the disclosures related to this item, see the correspond- 

ing entry in the disclosures section.) 

Due date: The date in the letter the Department sends to the school in the sum- 

mer 

Method of transmittal: https://surveys.ope.ed.gov/security 

Recipient: The Department of Education 

Description: To comply with the Jeanne Clery Disclosure of Campus Security 

Policy and Campus Crime Statistics Act and the Violence Against Women Act, an 

institution must report to the Department and disclose in its annual security sta- 

tistics for the three most recent calendar years concerning the number of each of 
the following crimes that occurred on or within its Clery geography* and that are 
reported to local police agencies or to a campus security authority: 

1. Primary crimes, including criminal homicide: murder, non-negligent man- 
slaughter, and negligent manslaughter; sex offenses: rape, fondling, incest, 
and statutory rape; robbery; aggravated assault; burglary; motor vehicle theft; 
arson; 

2. Arrests and referrals for disciplinary actions, including arrests for liquor law 
violations, drug law violations, and illegal weapons possession and persons 
not arrested for liquor law violations, drug law violations, and illegal weapons 
possession but who were referred for campus disciplinary action for one of 
those offenses; 

3. Hate crimes, including the number of each type of primary crime listed above 
that is determined to be a hate crime; the number of the following that are 
determined to be hate crimes: larceny-theft, simple assault, intimidation, de- 
struction/damage/vandalism of property; 

4. Dating violence, domestic violence, and stalking. 


Athlete completion and graduation rates 
(For information on the disclosures related to this item, see the correspond- 

ing entry in the disclosures section.) 

Due date: July 1 (for the period ending Aug 31 of the previous year) 

Method of transmittal: https://surveys.nces.ed.gov/ipeds/ 

Recipient: National Center for Education Statistics 

Description: An institution must report 

1. the number of students who attended the institution (categorized by race 
and gender); 

2. the number of students who received athletically-related students aid (cat- 
egorized by race and gender within each sport); 

3. the completion, graduation, and/or transfer out rate of all entering certificate- 
or degree-seeking, full-time, undergraduate students (categorized by race 
and gender); 

4. the completion, graduation, and/or transfer out rate of all entering students 
who received athletically-related student aid (categorized by race and gender 
within each sport); 

5. the average completion, graduation, or transfer-out rate for the four most re- 
cent graduating classes (categorized by race and gender); 

6. the average completion, graduation, and/or transfer out rate of the most 
recent four graduating classes of students who received athletically-related 
student aid (categorized by race and gender within each sport). 
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Audits Audits 

Due date: Six months after the end of the institution's fiscal year HEA Sec. 487(c)(1) 

Method of transmittal: eZ-Audit https://ezaudit.ed.gov 34 CFR 668.23 

Recipient: Federal Student Aid FSA Handbook Volume 2, Chapter 4 


Description: An institution must, at least annually, have an independent auditor 
conduct a compliance audit of its administration of those programs as well as an 
audit of the institution’s general purpose financial statements. An institution must 
submit its compliance audit and its audited financial statements no later than six 
months after the last day of the institution’s fiscal year. Audits must be completed 
with the standards established by the U.S. General Accounting Office’s Govern- 
ment Auditing Standards and must include all Title IV, HEA program transactions 
that have occurred since the period covered by the institution's last compliance 
audit. 


Cash management contract URLs 

(For information on the disclosures related to this item, as well as definitions 
of Tier One (T1) and Tier Two (T2) arrangements, see the corresponding entry in 
the disclosures section.) 
Due date: After posting the relevant information on the school’s website 
Method of transmittal: https://studentaid.ed.gov/sa/about/data-center/ 
school/cash-management 
Recipient: The Department of Education 
Description: An institution must disclose on its website any contracts or agree- 
ments establishing a T1 or T2 arrangement between it and a third-party servicer 
or financial institution. The school must then report to the Secretary the Internet 
URL of the contract or agreement for inclusion in a Departmentally developed, 
centralized database that will be available to the public. The school submits the 
URL and other information at the website given above and must use the same site 
to submit any required updates. 


Cash management contract URLs 
34 CFR 668.164(e)(2)(viii) and (f)(4)(iii)(B) 
FSA Handbook Volume 4, Chapter 2 


Equity in Athletics Disclosure Act (EADA) Report 
(For information on the disclosures related to this item, see the correspond- 
ing entry in the disclosures section.) 
Due date: Within 15 days of making the report available to current and prospec- 
tive students and the public 
Method of transmittal: https://surveys.ope.ed.gov/athletics 
Recipient: The Department of Education 
Description: Any co-educational institution of higher education that participates 
in any title IV, HEA program and has an intercollegiate athletic program must pre- 
pare an annual report that includes the following: 
1. the number of full-time, undergraduate students enrolled broken down by 
race and sex; 
2. alisting of the varsity teams that competed in intercollegiate athletic compe- 
tition and for each team the following data: 

a. the total number of participants as of the day of its first scheduled con- 
test of the reporting year, the number of participants who also partici- 
pated on another varsity team, and the number of other varsity teams on 
which they participated; 

. the total operating expenses attributable to the team; 

c. whether the head coach (including graduate assistants or volunteers 
who served as head coaches) was male or female, was assigned to the 
team on a full-time or part-time basis, and, if assigned on a part-time ba- 
sis, whether the head coach was a full-time or part-time employee of the 
institution; 

d. the number of assistant coaches (including graduate assistants or volun- 
teers who served as assistant coaches) who were male and the number 
who were female and, within each category, the number who were 


EADA report 

HEA Sec. 485(g) 

34 CFR 668.41 (g)(2), 668.47 

FSA Handbook Volume 2, Chapter 6 
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Fire safety statistics 

HEA Sec. 485(i)(2) 

34 CFR 668.41 (e)(5), 668.49(c) 

FSA Handbook Volume 2, Chapter 6 


FISAP 

HEA Sec. 482(a)(2)(B) 

34 CFR 673.3, 674.19(d)(2), 675.19(b)(3), 
676.19(b)(3) 


assigned to the team on a full-time or part-time basis, and, of those as- 
signed on a part-time basis, the number who were full-time and part- 
time employees of the institution; 

3. the unduplicated head count of students who participate on at least one var- 
sity team by gender; 

4. revenues derived by the institution from intercollegiate athletic activities: 
total revenues attributable to all men’s sports combined, all women’s sports 
combined, football, men’s basketball, women’s basketball, all men’s sports 
except football and basketball combined, and all women’s sports except bas- 
ketball combined; 

5. expenses incurred by intercollegiate athletic activities in the following cat- 

egories: total expenses attributable to football, men’s basketball, women’s 

basketball, all men’s sports except football and basketball combined, and all 
women’s sports except basketball combined; 

the total amount spent on athletically related student aid; 

7. the ratio of athletically related student aid awarded to male athletes to fe- 
male athletes; 

8. the total amount of recruiting expenses aggregated for all men’s teams and 
all women’s teams; 

9. the average institutional salary of the non-volunteer head coaches of all 
men’s teams, across all sports, and the average annual institutional salary 
of the non-volunteer head coaches of all women’s teams, across all offered 
sports, on a per person and a per full-time equivalent position basis; 

10. the average annual institutional salary of the non-volunteer assistant coaches 
of men’s teams, across all offered sports, and the average annual institutional 
salary of the non-volunteer assistant coaches of women’s teams, across all of- 
fered sports, on a per person and a full-time equivalent basis. 


a 


Fire safety statistics 
(For information on the disclosures related to this item, see the correspond- 
ing entry in the disclosures section.) 
Due date: The date in the letter the Department sends to the school in the sum- 
mer 
Method of transmittal: https://surveys.ope.ed.gov/security 
Recipient: The Department of Education 
Description: Institutions must report statistics related to the fire safety and occur- 
rences of fire on their campus. Specifically, the fire statistics include, for the three 
most recent calendar years, 
1. the number of fires and cause of each fire that occurs on campus; 
2. the number of persons who received fire-related injuries that resulted in 
treatment at a medical facility, including at an on-campus health center; 
3. the number of deaths related to a fire; and 
4. the value of property damage caused by a fire. 


FISAP (Fiscal Operations Report and Application to Participate) 

Due date: October 1 

Method of transmittal: https://cbfisap.ed.gov 

Recipient: Federal Student Aid 

Description: The Fiscal Operations Report and Application to Participate is a data 
collection instrument used to gather program and fiscal information from institu- 
tions that have participated in one or more of the Campus-Based programs ina 
prior award year. In addition, an institution uses the FISAP to request funds to par- 
ticipate in the Campus-Based programs for the upcoming year. The FISAP will ask 
generic questions about the institution as well as request information specific to 
each of the Campus-Based programs that the institution participates in. Specifi- 
cally, the FISAP requires: 
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1. identifying information (e.g., name and address of the institution, OPEID, fi- 
nancial aid administrator and chief executive officer information); 

2. the amount requested for the next year for each Campus-Based program; 

3. information on enrollment, length of terms, and the number of students en- 
rolled and expected to enroll; 

4. the total Pell Grant expenditures; 

5. Perkins loan information (e.g., loan funds advanced to students, loan principal 
collected, loan principal cancelled due to a loan forgiveness program); 

6. FSEOG information (e.g., funds allocated to students, non-federal share of 
funds advanced to FSEOG recipients, administrative cost allowances); 

7. Federal Work-Study information (e.g., amount of funds allocated to students, 
amount spent for summer employment, information about students em- 
ployed in community service activities using FWS funds); and 

8. the amount of money transferred between Campus-Based programs. 


Foreign sources and gifts =. — 
Due date: January 31 or July 31 (the more recent date from the event triggering Foreign sources and gifts 

the report; if a substantially similar report has been submitted to the state, the in- HEA Title 1 Part B Sec. 117 

stitution may send that report to the Department to satisfy this requirement.) FSA Handbook Volume 2, Chapter 6 
Method of transmittal: www.eligcert.ed.gov 

Recipient: FSA School Participation Division 

Description: Institutions or programs that receive Title IV aid are required to 

report any contribution from a foreign entity—whether that is a foreign govern- 

ment, a private sector corporation, or a foundation—if the amount of the contri- 

bution exceeds $250,000 in any fiscal year. An institution must report the aggre- 

gate dollar amount of gifts and contracts attributable to a foreign country for gifts 

received from or contracts entered into with a foreign government or a foreign 

source other than a foreign government. For institutions owned or controlled by 

a foreign source, the institution must report the identity of the foreign source, the 

date on which ownership/control was assumed, and any resulting changes in pro- 

gram or structure. For restricted or conditional gifts, an institution must disclose 

the amount of the gift, the date the gift was received, a description of any condi- 

tions or restrictions for the gift, and the country of citizenship of the source. 


Gainful employment data 

Due date: October 1 after the end of the award year 

Method of transmittal: https://www.nsldsfap.ed.gov/nslds_FAP/default.jsp 
Recipient: Federal Student Aid 

Description: Institutions are required to submit data to the Department of Edu- 
cation on students enrolled in Gainful Employment programs. For each student 
enrolled in a GE program during an award year that received title IV, HEA program 
funds, an institution must report information to identify the student and institu- 
tion, the name, CIP code, credential level, and length of program, the date the stu- 
dent initially enrolled in the program, the student's attendance dates and status 
during the award year. If the student completed or withdrew during the award 
year, the institution must report the date the student completed or withdrew 
from the program, the total amount the student received from private education 
loans, the total amount of institutional debt, the total amount of tuition and fees 
assessed for the student's entire enrollment in the program, the total allowances 
for books, supplies and equipment included in the cost of attendance. If an insti- 
tution is required by its accrediting agency or state to calculate a placement rate, 
an institution must report the placement rate, the methodology required to calcu- 
late the rate, and the name of the accrediting agency or state. 


GE data 
34 CFR 668.411 
FSA Handbook Volume 2, Chapter 4 
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IPEDS surveys 
HEA Sec. 132(e), 487(a)(17) 
FSA Handbook Volume 2, Chapter 6 


Teacher prep program report 
HEA Sec. 205, 206 


IPEDS (Integrated Postsecondary Education Data System) surveys 
Due date: Exact dates may change from year to year. 

February: student financial aid, graduation rates, 200% graduation rates, admis- 
sions, outcome measures 

April: fall enrollment, finance, human resources, academic libraries 

October: institutional characteristics, completions, 12-month enrollment 
Method of transmittal: https://surveys.nces.ed.gov/ipeds/ 

Recipient: NCES (National Center for Education Statistics) 

Description: Institutions are required to submit data to the National Center for 
Education Statistics. The multiple IPEDS surveys provide the Department of Edu- 
cation a wide variety of open-access data on higher education. Among the infor- 
mation gathered from IPEDS reporting, the Secretary will publish annual college 
affordability and transparency lists related to college costs including information 
on tuition and fees for full-time undergraduate students, cost of attendance, and 
the number of undergraduate students receiving each type of financial aid. In 
addition, institutions must report the following: average annual cost of tuition, 
fees, room and board, books, supplies, and transportation; the net price of the in- 
stitution, and the average annual cost of tuition and fees. IPEDS surveys focus on: 
student financial aid, graduation rates and completions, admissions, enrollment 
(fall semester and 12 month), finance, human resources, academic libraries, insti- 
tutional characteristics. 

An institution identified by the Secretary in the 5% of those with the largest 
3-year increases, measured as a percentage change, in tuition and fees or in net 
price is required to report a description of the major areas in the institution’s bud- 
get with the greatest cost increases, an explanation of those cost increases, and a 
description of the steps the institution will take to reduce them. 


Teacher preparation program report (Title Il) 

Due date: April 30: Institutions report to their state. 

October 31: States submit their annual report to the Department. 

Method of transmittal: https://title2.ed.gov/Public/Home.aspx 

Recipient: Department of Education 

Description: An institution of higher education conducting a traditional teacher 

preparation program or alternative routes to state certification or licensure pro- 

gram and enrolling students who receive federal assistance under this act shall 
report annually to the state and the general public in a uniform and comprehen- 
sible manner established by the Secretary the following: 

1. whether it satisfied its annual goal for increasing the number of prospective 
teachers trained in teacher shortage areas designated by the Secretary or by 
the state educational agency and a description of the activities the institution 
implemented to achieve such goals; a description of the steps the institu- 
tion is taking to improve its performance in meeting its annual goals; and a 
description of the activities the institution has implemented to meet the re- 
quired assurances listed in HEA 206(b); 

2. for the most recent year for which information is available for those students 
who took the assessments used for teacher certification or licensure by the 
state in which the program is located: the percentage of students who com- 
pleted 100 percent of the nonclinical coursework and taken and passed the 
assessment, the percentage of all students who passed that assessment, the 
percentage of students who have taken the assessment who enrolled in and 
completed the traditional teacher preparation program or alternative routes 
to state certification or licensure program, the average scaled score for all stu- 
dents who took such assessment, a comparison of the program’s pass rates 
with the average pass rates for programs in the state, and a comparison of 
the program’s average scaled scores with the average scaled scores for pro- 
grams in the state; 
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3. adescription of: the criteria for admission into the program, the number of 
students in the program (disaggregated by race, ethnicity, and gender), the 
average number of hours of supervised clinical experience required for those 
in the program, the number of full-time equivalent faculty and students in 
the supervised clinical experience, and the total number of students who 
have been certified or licensed as teachers, disaggregated by subject and 
area of certification or licensure; 

4. instates that require approval or accreditation of teacher preparation pro- 
grams, a statement whether the institution’s program is so approved or ac- 
credited and by whom; 

5. whether the program has been designated as low-performing by the state 
under HEA 207(a); 

6. adescription of the activities that prepare teachers to integrate technology 
effectively into curricula and instruction and to use technology effectively to 
collect, manage, and analyze data in order to improve teaching and learning 
for the purpose of increasing student academic achievement; and 

7. adescription of the activities that prepare general education and special edu- 
cation teachers to teach students with disabilities effectively. 


DISCLOSURES 


Academic programs 

Due date: Available upon request or published in material 

Method of transmittal: Website, electronic media, publications, or mailings. On 

an annual basis an institution must provide enrolled students with a list of the in- 

formation (which includes this item) that it is required to provide under HEA §485 

to students, and with a statement of the procedure for obtaining the information. 

Recipient: Enrolled and prospective students 

Description: Institutions must annually provide information about their academic 

programs. Specifically, they must publish 

1. the current degree programs and other educational and training programs; 

2. instructional, laboratory, and other physical plant facilities related to the aca- 

demic program; 

faculty and other instructional personnel; and 

4. any plans by the institution for improving the academic program of the insti- 
tution. 


w 


Accreditation, approval, and/or licensure 

Due date: Available upon request or published in material. On an annual basis an 

institution must provide enrolled students with a list of the information (which 

includes this item) that it is required to provide under HEA §485 to students, and 

with a statement of the procedure for obtaining the information. 

Method of transmittal: Website, electronic media, publications, or mailings 

Recipient: Enrolled and prospective students 

Description: An institution must publish information on their accreditation, ap- 

proval, and licensure. Specifically, they must include: 

1. names of associations, agencies, or governmental (federal, state, or tribal) 
bodies that accredit, approve, or license the institution and its programs and 

2. procedures for obtaining or reviewing documents describing accreditation, 
approval, or licensing. 

An institution must also provide its students or prospective students with contact 

information for filing complaints with its accreditor and with its state approval or 

licensing entity and any other relevant state official or agency that would appro- 

priately handle a student's complaint. 
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Academic programs 

HEA Sec. 485(a)(1)(G) 

34 CFR 668.43(a)(5) 

FSA Handbook Volume 2, Chapter 6 


Accreditation, approval, and/or 
licensure 

HEA Sec. 485(a)(1)(J) 

34 CFR 668.43(a)(6) and (b) 

FSA Handbook Volume 2, Chapter 6 
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Annual security report 

HEA Sec. 485(a)(1)(O), 485(f)(1) 

34 CFR 668.41 (e), 668.46(b) 

FSA Handbook Volume 2, Chapter 6 


Annual security report 

Due date: October 1 

Method of transmittal: Report mailed or delivered to each enrolled student and 
employee or made available on an Internet or intranet website. 

Prospective students and prospective employees receive notice of the report and 
can receive it upon request. 

On an annual basis an institution must provide enrolled students with a list of the 
information (which includes this item) that it is required to provide under HEA 
§485 to students and with a statement of how to get the information. 

Recipient: Enrolled students and current employees, prospective students and 
employees 

Description: The annual security report must contain the following: 


1. 
2. 


10. 
11. 


The crime statistics described in the report section. 

Policies regarding the procedures for students and others to report crimi- 

nal actions or other emergencies occurring on campus and regarding the 

institution’s response to these reports, including policies for making timely 

warnings to members of the campus community, policies for preparing the 
annual disclosure of crime statistics, a list of the titles of each person to whom 
individuals should report criminal offenses, and policies and procedures for 
victims and witnesses to report crimes on a voluntary and confidential basis. 

Policies concerning security of and access to campus facilities, including resi- 

dence halls. 

Policies concerning campus law enforcement that: address the enforcement 

authority and jurisdiction of security personnel; address the working rela- 

tionship of campus security personnel with state and local law enforcement 
agencies, including whether those security personnel have the authority to 
make arrests and any agreements between the institutions and such agen- 
cies; encourage accurate and prompt reporting of all crimes to the campus 
police and the appropriate police agencies; and describe procedures, if any, 
that encourage counselors, if and when they deem it appropriate, to inform 
the persons they are counseling of any procedures to report crimes on a vol- 
untary and confidential basis. 

A description of the type and frequency of programs designed to inform stu- 

dents and employees about campus security procedures and to encourage 

them to be responsible for their own security and the security of others. 

A description of programs designed to inform students and employees about 

the prevention of crimes. 

A statement of policy concerning the monitoring and recording through lo- 

cal police agencies of criminal activity by students at noncampus locations of 

student organizations officially recognized by the institution, including those 
organizations with noncampus housing facilities. 

The policy on the possession, use, and sale of alcoholic beverages and en- 

forcement of state underage drinking laws. 

The policy on the possession, use, or sale of illegal drugs and enforcement of 

federal and state drug laws. 

A description of any drug or alcohol-abuse education programs. 

A statement on dating violence, domestic violence, sexual assault, and stalk- 

ing and the procedures the school will follow when one of these crimes is 

reported. The statement must include: 

a. adescription of the institution's educational programs and campaigns to 
prevent these crimes and promote awareness of them; 

b. procedures victims should follow if such a crime has occurred, including 
the importance of preserving evidence, how and to whom the alleged 
offense should be reported, options about the involvement of law en- 
forcement and campus authorities, and, where applicable, the rights of 
victims and the school’s responsibilities for orders (of protection, “no- 
contact,” restraining, or similar) issued by a court or the school; 
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c. information about how the institution will protect the confidentiality 
of victims and other necessary parties, including how the school will 
complete publically available recordkeeping without using identifying 
information about the victim and will keep confidential any protective 
measures provided to the victim as long as that confidentiality does not 
impair the school’s ability to provide those measures; 

d. astatement that the school will provide written notification to students 
and employees about its counseling, health, and other assistance pro- 
grams available for victims; 

e. astatement that the institution will provide written notification to vic- 
tims about options for academic, living, transportation, and working situ- 
ations or protective measures, 

f. an explanation of the procedures for institutional disciplinary action in 
cases of these alleged crimes, and 

g. astatement that when students or employees report that they have 
been a victim of dating violence, domestic violence, sexual assault, or 
stalking, the school will provide them a written explanation of their rights 
and options. 

12. Astatement advising the campus community where law enforcement agen- 
cy information provided by a state concerning registered sex offenders may 
be obtained. 

13. The policy on emergency response and evacuation procedures. 

14. The policy on missing student notification procedures. 


Athletic completion and graduation rates 

Due date: Provided when an offer is made of athletically related student aid 

Method of transmittal: The disclosure may be made electronically or on paper. 

Recipient: Prospective student athletes, their parents, high school coach, and 

guidance counselor 

Description: The report sent to NCES and described in the first section is provided 

to prospective student athletes and others at the time an offer is made of ath- 

letically related student aid. An institution does not have to provide a report on 

completion or graduation rates to prospective student athletes and their parents, 

high school coaches, and guidance counselors if 

1. the institution is a member of a national collegiate athletic association, 

2. the association compiles data on behalf of its member institutions, and 

3. the association distributed the compilation to all secondary schools in the 
U.S. 


Career and Placement Services 

Due date: None specified 

Method of transmittal: Website 

Recipient: Enrolled and prospective students 

Description: An institution must make information easily accessible on its website 
about career and placement services it offers to students during and after enroll- 
ment. 


Cash management contracts 

Due date: September 1, 2016, for initial posting of the contracts and thereafter no 
later than 60 days following the most recently completed award year. For certain 
additional information, September 1, 2017, and thereafter no later than 60 days 
following the most recently completed award year. 

Method of transmittal: The institution’s website 

Recipient: The public 

Description: All institutions must post to their website any contracts or agree- 
ments establishing a T1 or T2 arrangement* between them and a third-party 
servicer or financial institution. An institution must conspicuously post the entire 
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Athletic completion and gradua- 
tion rates 

HEA Sec. 485(g)(3) 

34 CFR 668.41 (f) 

FSA Handbook Volume 2, Chapter 6 


Career and placement services 
HEA Sec. 132(i)(1)(V)(iii) 


Cash management contracts 
34 CFR 668.164(e)(2)(vi) and (vii) 

34 CFR 668.164(f)(4)(iii) and (iv) 

FSA Handbook Volume 4, Chapter 2 


*Tier One (T1) arrangement—One 
where a third-party servicer contracts 
with an institution to perform one or 
more functions associated with process- 
ing direct payments of Title IV funds, 
and the institution or servicer makes 
payments to one or more financial 
accounts that are offered to students 
under the contract, or about which 
information is communicated directly 
to students by one of three entities: (1) 
the third-party servicer, (2) the institu- 
tion on behalf of or in conjunction with 
the third-party servicer, or (3) an entity 
contracting with or affiliated with the 
servicer. 

Tier Two (T2) arrangement—One 

where a school contracts with a finan- 

cial institution or other entity to offer 

financial accounts that are marketed di- 

rectly to students enrolled at the school. 

The Department considers financial ac- 

counts to be directly marketed if 

* the school communicates directly 
with its students about the finan- 
cial account and how it may be 
opened; 

+ _ the financial account or access de- 
vice is cobranded with the school’s 
name, logo, mascot, or other afflli- 
ation and is marketed principally to 
students at the school; or 

*  acard or tool provided to students 
for institutional purposes, such as 
a student ID card, is validated, en- 
abling students to use the device to 
access a financial account. 
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Completion/graduation and 
transfer-out rates 

HEA Sec. 485(a)(1)(L), 485(a)(7) 

34 CFR 668.41(d)(4), 668.45 

FSA Handbook Volume 2, Chapter 6 


Contact information 

HEA Sec. 485(a)(1)(H) 

34 CFR 668.43(a)(8), 668.44 

FSA Handbook Volume 2, Chapter 6 


Copyright infringement 

HEA Sec. 485(a)(1)(P) 

34 CFR 668.14(b)(30), 668.43(a)(10) 
FSA Handbook Volume 2, Chapters 6 
and 7 


contract or agreement, except that it may redact any provisions that, if disclosed, 
would compromise personal privacy, proprietary information technology, or the 
security of information technology or of physical facilities. 


No later than September 1, 2017, institutions with T1 and certain T2 arrange- 
ments must post to their websites specific information about payments or other 
benefits received by and from the institutions and their T1 and T2 partners. Insti- 
tutions must also post the number of student account holders and the mean and 
median fees these account holders were assessed. The Department will be provid- 
ing information on how this information must be posted by September 1, 2017, 
and how it will be provided to the Department. 


Completion/graduation and transfer-out rates 

Due date: Disclosed annually but no specific date. In the case of a request from 

a prospective student, the information must be made available prior to the stu- 
dent's enrolling or entering into any financial obligation with the institution. On 
an annual basis an institution must provide enrolled students with a list of the in- 
formation (which includes this item) that it is required to provide under HEA §485 
to students, and with a statement of the procedure for obtaining the information. 
Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must make available the completion or graduation 
rate of certificate- or degree-seeking, first-time, full-time undergraduate students. 
In addition, these rates should be disaggregated for the following categories: (1) 
gender; (2) race and ethnicity; (3) Federal Pell Grant recipients; (4) recipients of a 
subsidized Stafford Loan, but not a Pell Grant; and (5) students who received nei- 
ther a Pell Grant nor a subsidized Stafford Loan. These rates should be calculated 
at 150% of normal time for completion and should match the information pro- 
vided to the National Center for Education Statistics’ IPEDS surveys. 


Contact information regarding institutional or financial aid 

Due date: Available upon request or published in material. On an annual basis an 
institution must provide enrolled students with a list of the information (which 
includes this item) that it is required to provide under HEA §485 to students, and 
with a statement of the procedure for obtaining the information. 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: Institutions must publish and make available to prospective and en- 
rolled students’ information on how and where to contact individuals designated 
to assist in obtaining institutional or financial aid information. 


Copyright infringement policies and sanctions 

Due date: Annually an institution must provide enrolled students with a list of 

the information (which includes this item) that it is required to provide under HEA 

§485 to students, and with a statement of the procedure for obtaining the infor- 

mation. 

Method of transmittal: Website, electronic media, publications, or mailings 

Recipient: Enrolled and prospective students 

Description: An institution must make available the institution’s policies on copy- 

right infringement. Specifically, they must distribute: 

1. astatement that informs students that unauthorized distribution of copy- 
righted material and unauthorized peer-to-peer sharing may be subject to 
civil and criminal liabilities, 

2. asummary of the penalties for violation of federal copyright laws, 

3. adescription of the institution’s policies with respect to unauthorized peer- 
to-peer file sharing, including disciplinary actions that are taken against 
students who engage in illegal downloading or unauthorized distribution of 
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copyrighted materials using the institution's information technology system, 

and 
4. the legal alternatives for downloading or otherwise acquiring copyrighted 

material. 

An institution must have a plan to combat unauthorized distribution of copy- 
righted material by users of its network that includes, in addition to the above, 
one or more technology-based deterrents, mechanisms for informing its commu- 
nity about appropriate versus inappropriate use of copyrighted material, and pro- 
cedures for periodically reviewing the effectiveness of the effort. The school will, 
in consultation with the chief technology or other designated officer, periodically 
review the legal alternatives for acquiring copyrighted material and make avail- 
able the results of this review to its students through a website or other means. 


Cost of attendance 

Due date: Available upon request or published in material. On an annual basis an 
institution must provide enrolled students with a list of the information (which 
includes this item) that it is required to provide under HEA §485 to students, and 
with a statement of the procedure for obtaining the information. 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must publish information about the price of atten- 
dance, including tuition and fees, books and supplies, room and board, transpor- 
tation costs, and any additional costs. 


Crime log 

Due date: Available for public inspection upon request; see below 

Method of transmittal: A written log 

Recipient: The public 

Description: An institution with a campus police or security department must 
maintain a written, easily understood daily log that records by the date reported 
to campus police or security any crime that occurred within the school’s Clery ge- 
ography (see the definition given under the annual security statistics entry in the 
report section). The log must include the disposition of the complaint, if known, 
and the nature, date, time, and general location of each crime. 

The institution must make an entry or an addition to an entry to the log 
within two business days of the report of the information to the campus police or 
security department unless that disclosure is prohibited by law or would jeopar- 
dize the confidentiality of the victim. 

An institution may withhold information if there is clear and convincing evi- 
dence that releasing it would jeopardize an ongoing criminal investigation or the 
safety of an individual, cause a suspect to flee or evade detection, or result in the 
destruction of evidence. The institution must disclose any information so withheld 
once the adverse effect is no longer likely to occur. 

An institution may withhold only that information that would cause the ad- 
verse effects described in the above paragraphs. 

Institutions must make the crime log for the most recent 60-day period open 
to public inspection during normal business hours and must make any portion of 
the log older than 60 days available within two business days of a request for pub- 
lic inspection. 


Disability services and facilities 

Due date: Available upon request or published in material. On an annual basis an 
institution must provide enrolled students with a list of the information (which 
includes this item) that it is required to provide under HEA §485 to students, and 
with a statement of the procedure for obtaining the information. 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 
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HEA Sec. 485(a)(1)(E) 

34 CFR 668.41(d)(2), 668.43 

FSA Handbook Volume 2, Chapter 6 


Crime log 

HEA Sec. 485(f)(4) 

34 CFR 668.46(f) 

FSA Handbook Volume 2, Chapter 6 


Disability services and facilities 
HEA Sec. 132(i)(1)(V)(ii), 485(a)(1)(I) 

34 CFR 668.43(a)(7) 

FSA Handbook Volume 2, Chapter 6 
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Drug abuse prevention materials 
HEA Sec. 120 

34 CFR 86.100(a) 

FSA Handbook Volume 2, Chapter 6 


Drug abuse prevention program 
review 

HEA Sec. 120(a)(2) 

34 CFR 86.100(b), 86.103(a) 

FSA Handbook Volume 2, Chapter 6 


EADA report 

HEA Sec. 485(g) 

34 CFR 668.41(g)(1), 668.47 

FSA Handbook Volume 2, Chapter 6 


Penalties for drug law violations 
HEA Sec 485(k) 
FSA Handbook Volume 1, Chapter 1 


Description: An institution must make information easily accessible on its website 
about the facilities and services available to students with disabilities, including 
those diagnosed with intellectual disabilities. 


Drug and alcohol abuse prevention materials 

Due date: Annually 

Method of transmittal: Distributed in writing 

Recipient: Enrolled students and employees 

Description: An institution is required to distribute information on preventing 

drug and alcohol abuse. Specifically, an IHE that participates in title IV, HEA pro- 

grams must distribute 

1. standards of conduct that prohibit the unlawful possession, use, or distribu- 
tion of illicit drugs; 

2. adescription of legal sanctions under local, state, or federal law for the unlaw- 
ful possession or distribution of illicit drugs and alcohol; 

3. adescription of health risks associated with the use of illicit drugs and the 
abuse of alcohol; 

4. adescription of available counseling, treatment, rehabilitation, or re-entry 
programs that are available to employees or students; and 

5. aclear statement that the institution will impose disciplinary sanctions on 
students and employees and a description of those sanctions for violations of 
the standards of conduct. 


Drug and alcohol abuse prevention program review 

Due date: Biennially 

Method of transmittal: Must be made available upon request, but no format is 
specified. 

Recipient: Department of Education and public 

Description: An institution is required to make available the results of a biennial 
review of the institution’s drug and alcohol abuse program that 

1. determines the program’s effectiveness and any needed changes, 

2. determines the number of drug and alcohol related violations and fatalities, 
3. identifies the number and type of sanctions imposed, and 

4. ensures that the sanctions are consistently enforced. 


EADA report 

Due date: October 15 

Method of transmittal: On paper or electronically upon request. 

Recipient: Enrolled and prospective students and the public 

Description: An institution must make the EADA report described earlier easily 
accessible to current and prospective students and the public. The institution 
must also provide notice to all enrolled students and prospective students of 
their right to request the report. If the institution chooses to post the report on 
an Internet or intranet website, it must provide in the notice the exact electronic 
address and a brief description of the report and state that it will provide a paper 
copy of the report on request. For prospective students, the institution may not 
use an intranet website for this purpose. For a full list of items found in this report, 
see the EADA entry in the reports section. 


Federal student financial aid penalties for drug law violations 

Due date: Upon enrollment and upon the loss of eligibility for any grant, loan, or 
work-study assistance due to drug offenses. 

Method of transmittal: Separate written notice 

Recipient: Each student 

Description: An institution must provide to each student at the time of enroll- 
ment a separate and clear written notice that a conviction for any drug offense 
while receiving Title IV aid will result in a loss of eligibility for all Title IV aid. For 
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individuals who have lost eligibility, an institution must provide them with a sepa- 
rate, clear, and conspicuous notification of Title IV eligibility loss and must advise 
them how eligibility may be regained. 


Fire log 
Due date: Available for public inspection upon request; see below 
Method of transmittal: A written log 
Recipient: The public 
Description: An institution with on-campus student housing must maintain a 
written, easily understood fire log that records by the date reported any fire that 
occurred in an on-campus student housing facility. The log must include the 
nature, date, time, and general location of each fire. An institution must make an 
entry or an addition to an entry to the log within two business days of receiving 
the information. 

The fire log must be open to public inspection during normal business hours 
for the most recent 60-day period. Any portion of the log older than 60 days must 
be available within two business days of a request for public inspection. 


Fire safety report 

Due date: Annually 

Method of transmittal: Report or notice of report mailed or delivered to each en- 

rolled student and employee or made available on an Internet or intranet website. 

Prospective students and prospective employees receive notice of report and 
receive a paper copy of the report upon request. 

Every year an institution must provide enrolled students with a list of the in- 
formation (which includes this item) that it is required to provide under HEA §485 
to students, and with a statement of the procedure for obtaining the information. 
Recipient: Enrolled students and current employees; Prospective students and 
employees 
Description: An institution must make an annual report to the campus commu- 
nity on the fires recorded in the fire log. This requirement may be satisfied by the 
annual fire safety report, which contains: 

1. The fire statistics described earlier in the report section. 

2. Adescription of each on-campus student housing facility fire safety system. 

3. The number of fire drills held during the previous calendar year. 

4. The institution’s policies or rules on portable electrical appliances, smoking, 
and open flames in a student housing facility. 

5. The institution’s procedures for student housing evacuation in the case of a 
fire. 

6. The policies regarding fire safety education and training programs provided 
to the students and employees. In these policies, the institution must de- 
scribe the procedures that students and employees should follow in the case 
of a fire. 

7. For purposes of including a fire in the statistics in the annual fire safety report, 
a list of the titles of each person or organization to which students and em- 
ployees should report that a fire occurred. 

8. Plans for future improvements in fire safety, if determined necessary by the 
institution. 


Gainful employment programs 

Due date: Prior to registering or enrolling 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Prospective students 

Description: For institutions that offer programs designed to prepare students for 
gainful employment in a recognized field, the institution must disclose, through 
the template offered by the Secretary, the following about the program: 
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Fire log 

HEA Sec. 485(i)(3)(A) 

34 CFR 668.49(d) 

FSA Handbook Volume 2, Chapter 6 


Fire safety report 

HEA Sec. 485(a)(1)(T) 

34 CFR 668.49(b) 

FSA Handbook Volume 2, Chapter 6 


GE programs 
34 CFR 668.6(b) 
FSA Handbook Volume 2, Chapter 6 


The Federal Student Aid Handbook Appendices 2016-2017 


Information for crime victims 
HEA Sec. 487(a)(26) 


Job placement rates 
HEA Sec. 487(a)(8) 
34 CFR 668.14(b)(10) 


Missing person policy 

HEA Sec. 485(j) 

34 CFR 668.46(h) 

FSA Handbook Volume 2, Chapter 6 


1. The occupations (by names and SOC codes) that the program prepares stu- 
dents to enter, with links to occupational profiles on O*NET; 

2. The on-time graduation rate for students completing the program; 

3. The tuition and fees it charges a student for completing the program within 
normal time, the typical costs for books and supplies (unless those costs are 
included as part of tuition and fees), and the costs of room and board if ap- 
plicable; 

4. The placement rate for students completing the program; 

5. The median loan debt incurred by students who completed the program as 
provided by the Secretary, as well as any other information the Secretary pro- 
vided to the school about that program. The school must separately identify 
the median loan debt from title IV, HEA program loans, private educational 
loans, and institutional financing plans. 

For each program the school must include the required information in pro- 
motional materials it makes available to prospective students, and it must promi- 
nently display the information in a simple and meaningful manner on the homep- 
age of the program's website. Any other webpage containing general, academic, 
or admissions information about the program must have a prominent and direct 
link to the single webpage that contains all the required information. The informa- 
tion must be in an open format that can be retrieved, downloaded, indexed, and 
searched by commonly used Web search applications. An open format is one that 
is platform-independent, is machine-readable, and is made available to the public 
without restrictions that would impede the reuse of that information. 


Information for crime victims about disciplinary proceedings 

Due date: Upon written request 

Method of transmittal: Written correspondence 

Recipient: Alleged victim or next of kin, if alleged victim is deceased as a result of 
such crime 

Description: Institutions must disclose upon request to the alleged victim of any 
crime of violence or a non-forcible sex offense the report on the results of any 
disciplinary hearing against a student who is the alleged perpetrator of such crime 
or offense. If the alleged victim is deceased as a result of the crime, the next of kin 
shall be treated as the alleged victim for purposes of disclosure. 


Job placement rates 

Due date: Available 

Method of transmittal: Not specified 

Recipient: Prospective students 

Description: If an institution uses job placement rates in their marketing material, 
they are required to provide certain disclosures about job placement rates. They 
must provide and certify the data is the most recent available, provide any other 
information necessary to substantiate the truthfulness of the information, and 
provide any state licensing requirements. In addition, an institution must provide 
information on the placement in employment and types of employment obtained 
by graduates of the institution’s degree and certificate programs. 


Missing Person Policy 

Due date: October 1. On an annual basis an institution must provide enrolled 
students with a list of the information (which includes this item) that it is required 
to provide under HEA §485 to students, and with a statement of the procedure for 
obtaining the information. 

Method of transmittal: In the annual security report 

Recipient: The campus community 

Description: 

An institution that provides any on-campus student housing must disclose its 
missing student notification policy. That policy must 
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1. indicate the title of persons or organizations to which reports should be 
made when a student has been missing for 24 hours; 

2. require any missing student report be referred immediately to the institu- 
tion’s police or campus security or, in their absence, to the local law enforce- 
ment agency with jurisdiction; 

3. give astudent the option to identify a contact person(s) who will be notified 
within 24 hours of the determination by campus security or local law enforce- 
ment that the student is missing; 

4. advise students that their contact information will be registered confidential- 
ly, will be accessible only to authorized campus officials, and that it may not 
be disclosed except to law enforcement investigating a missing person; 

5. advise students that if they are under the age of 18 and not emancipated, 
the institution must notify a custodial parent or guardian within 24 hours of 
when the students are determined to be missing (in addition to any other 
contact person they designated above); and 

6. inform students that the institution will notify local law enforcement within 
24 hours of when a student is determined to be missing unless local law en- 
forcement made that determination. 


Net price calculator 

Due date: Available on website 

Method of transmittal: Website 

Recipient: The public 

Description: Institutions must make a net price calculator available on their web- 
site. The calculator may be one provided by the U.S. Department of Education 

or one that the institution creates as long as it contains, at a minimum, the same 
data elements in the Department's calculator. 

Estimates produced by the net price calculator shall be accompanied by a 
clear and conspicuous disclaimer stating that the estimate may change; that it 
does not represent a final determination or actual award of financial aid; and that 
it shall not be binding on the Secretary, the institution, or the state. The disclaimer 
must also state that the student must complete the Free Application for Federal 
Student Aid (FAFSA) to receive an actual financial aid award that includes federal 
grant, loan, or work-study assistance under Title IV, and the disclaimer must in- 
clude a link to the Department's FAFSA website. 


Privacy of student records—Family Educational Rights and Privacy 
Act (FERPA) 

Due date: Annually an institution must provide enrolled students with a list of 
the information (which includes this item) that it is required to provide under HEA 
§485 to students, and with a statement of the procedure for obtaining the infor- 
mation. 

Method of transmittal: Electronic media, publications, or mailings 

Recipient: Enrolled students 

Description: An institution that receives any funds from any Department of Edu- 
cation program (not just financial aid funds) must provide a notice to all students 
currently in attendance, or parents of students currently in attendance about their 
right to inspect and review the student's education records, to seek amendment 
of the student's education records that may be inaccurate, misleading, or other- 
wise in violation of the student's privacy rights, consent to disclosures of personal- 
ly identifiable information, and file complaints with the U.S. Department of Educa- 
tion. The notice must include the procedure for exercising the right to inspect and 
review education records, the procedure for requesting amendment of records, 
and if the educational agency or institution has a policy of disclosing education 
records, a specification of criteria for determining who constitutes a school official 
and what constitutes a legitimate educational interest. 


Net price calculator 
HEA Sec. 132(h)(3) and (4) 
FSA Handbook Volume 2, Chapter 6 


FERPA 

HEA Sec 485(a)(1) 

34 CFR 99.7, 668.41 (c) 

FSA Handbook Volume 2, Chapters 6 
and 7 
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The Federal Student Aid Handbook Appendices 2016-2017 


Refunds, withdrawals, returns 
HEA Sec. 485(a)(1)(F) 

34 CFR 668.41 (d)(2), 668.43(a)(2)-(4) 
FSA Handbook Volume 2, Chapter 6 


Retention rates 

HEA Sec. 485(a)(1)(U) 

34 CFR 668.41 (d)(3) 

FSA Handbook Volume 2, Chapter 6 


Student activities 
HEA Sec. 132(i)(1)(V)(i) 


Student body diversity 
HEA Sec. 485(a)(1)(Q) 


Financial aid information 

HEA Sec 485(a)(1)(A) 

34 CFR 668.41 (d)(1), 668.42 

FSA Handbook Volume 2, Chapter 6 


An institution shall effectively notify parents or eligible students who are dis- 
abled and parents who have a primary or home language other than English. 

For a school to disclose directory information without prior consent, it must 
provide a notice of directory information that includes: (1) the types of informa- 
tion that has been designated directory information and (2) the student's right to 
refuse to allow any information to be designated as directory information (includ- 
ing the time period the student has to make that request in writing). 


Refund policy, withdrawal, and return of Title IV financial aid 

Due date: Available upon request or published in material. On an annual basis an 
institution must provide enrolled students with a list of the information (which 
includes this item) that it is required to provide under HEA §485 to students, and 
with a statement of the procedure for obtaining the information. 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must publish (1) the institution's refund policy, (2) re- 
quirements and procedures for official withdrawal, and (3) requirements for return 
of Title IV, HEA grants and loans. 


Retention rates 

Due date: Available; also see below regarding prospective students. On an annual 
basis an institution must provide enrolled students with a list of the information 
(which includes this item) that it is required to provide under HEA §485 to stu- 
dents, and with a statement of the procedure for obtaining the information. 
Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must make available the retention rate of certificate- 
or degree-seeking, first-time undergraduate students as reported to the National 
Center for Education Statistics’ IPEDS surveys. In the case of a request from a pro- 
spective student, the information must be made available prior to the student's 
enrolling or entering into any financial obligation with the institution. 


Student activities 

Due date: None specified 

Method of transmittal: Website 

Recipient: Enrolled and prospective students 

Description: An institution must make information easily accessible on its website 
about student activities it offers. 


Student body diversity 

Due date: Available upon request. On an annual basis an institution must provide 
enrolled students with a list of the information (which includes this item) that it is 
required to provide under HEA §485 to students, and with a statement of the pro- 
cedure for obtaining the information. 

Method of transmittal: Publications, mailings, or electronic media 

Recipient: Enrolled and prospective students 

Description: An institution must publish information about student body diver- 
sity, including the percentage of enrolled, full-time students who are male, female, 
federal Pell Grant recipients, and self-identified members of a major racial or eth- 
nic group. All of these items are also collected through IPEDS surveys. 


Student financial aid information 

Due date: Available upon request or published in material. On an annual basis an 
institution must provide enrolled students with a list of the information (which 
includes this item) that it is required to provide under HEA §485 to students, and 
with a statement of the procedure for obtaining the information. 
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Method of transmittal: Website, electronic media, publications, or mailings 

Recipient: Enrolled and prospective students 

Description: Institutions must make available information on 

1. all need-based and non-need-based federal, state, and local, private and insti- 
tutional based student financial aid programs; 

2. terms and conditions of Title IV, HEA loans; 

3. criteria for selecting award recipients and how the award amount is deter- 

mined; 

procedures for applying for aid and eligibility requirements; 

information on the disbursement of aid; 

rights and responsibilities in receiving financial aid; 

terms of any loans and a sample loan repayments schedule; 

a statement that study abroad approved for credit may be considered enroll- 

ment in the home institution for the purposes of financial aid; 

9. general conditions and terms applicable to employment provided as part of 
the financial aid package; 

10. the exit counseling information the institution collects; 

11. the cost of attending the institution; 

12. the academic programs of the institution; and 

13. the standards of satisfactory academic progress. 


SPNAWMSA 


Textbook information 
Due date: Available on website for each class 
Method of transmittal: Website—Internet course schedule 
Recipient: Available to the public 
Description: To the maximum amount practicable, an institution shall publish on 
its Internet course schedule used for registration and preregistration the ISBN and 
retail price information of required and recommended textbooks and supplemen- 
tal materials for each course. If the ISBN is not available, the institution must pro- 
vide the author, title, publisher and copyright date for the material. If applicable, 
the institution shall note on any written course schedule that textbook informa- 
tion is available on the Internet course schedule and provide the Web address of 
that schedule. 

If the institution determines that the disclosure of textbook information is not 
practicable for a college textbook or supplemental material, the institution shall 
put the designation “To Be Determined’ in lieu of the textbook information. 


Transfer of credit policies 

Due date: Must make readily available. 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must disclose a statement on the transfer of credit 
that includes (1) any established criteria the institution uses regarding the transfer 
of credit earned at another institution and (2) a list of institutions with which it 
has established an articulation agreement. A school’s policies on transfer of credit 
from other institutions must be easily accessible on its website. 


Types of graduate/professional education that graduates enroll in 
Due date: N/A 

Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Enrolled and prospective students 

Description: An institution must make available information regarding the types 
of graduate and professional education in which graduates of its four-year pro- 
grams enroll and identify the source of the information provided and any time 
frames or methodology associated with it. In complying with this, the institution 
may gather information from state data systems, alumni or student satisfaction 
surveys, or other relevant sources. 
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Textbook information 
HEA Sec. 133 (d) 
FSA Handbook Volume 2, Chapter 6 


Transfer of credit policies 

HEA Sec. 132(i)(1)(V)(iv), 485(h)(1) 
34 CFR 668.43(a)(11) 

FSA Handbook Volume 2, Chapter 6 


Types of graduate education 
that graduates enroll in 

HEA Sec. 485(a)(1)(S) 

34 CFR 668.41 (d)(6) 

FSA Handbook Volume 2, Chapter 6 


The Federal Student Aid Handbook Appendices 2016-2017 


Vaccinations policy 
HEA Sec. 485(a)(1)(V) 
FSA Handbook Volume 2, Chapter 6 


Voter registration forms 
HEA Sec. 487(a)(23) 
FSA Handbook Volume 2, Chapter 6 


* Institutions in six states—Idaho, Min- 
nesota, New Hampshire, North Dakota, 
Wisconsin, and Wyoming—are exempt 
from this requirement, as are those in 
Puerto Rico, Guam, the Virgin Islands, 
and American Samoa. 


Written arrangements 
34 CFR 668.43(a)(12) 
FSA Handbook Volume 2, Chapter 2 


Code of conduct 

HEA Sec. 153(c)(3), 487(a)(25) and (e) 
34 CFR 601.21, 668.14(b)(27) 

FSA Handbook Volume 2, Chapter 3 


Vaccinations policy 

Due date: N/A 

Method of transmittal: Publications, mailings, or electronic media 

Recipient: Enrolled and prospective students 

Description: Institutions must provide information about their policies on vac- 
cinations. 


Voter registration forms 

Due date: Institutions must request forms from the state at least 120 days prior 
to the deadline to register to vote in the state. Otherwise the form shall be made 
widely available to students at the institution. 

Method of transmittal: Email or regular mail 

Recipient: Students enrolled in a degree or certificate program and physically in 
attendance at the institution. 

Description: In most states* an institution must make a good faith effort to make 
mail voter registration forms widely available to students enrolled in a degree or 
certificate program and physically attending the institution. The institution shall 
request the voter registration forms at least 120 days prior to the deadline to 
register to vote in the state. An institution may electronically transmit a message, 
devoted exclusively to voter registration, with a voter registration form for use in 
the state in which the institution is located or with an Internet address where such 
a form can be downloaded. 


Written arrangements 

Due date: None given 

Method of transmittal: Website, electronic media, publications, or mailings 

Recipient: Enrolled and prospective students 

Description: A school must provide enrolled and prospective students with a de- 

scription of the written arrangements it has entered into, including 

« — the portion of the educational program that the school that grants the de- 
gree or certificate is not providing, 
the name and location of the other schools or organizations that are provid- 
ing that portion of the educational program, 
the method of delivery of that part of the educational program, and 
estimated additional costs students may incur by enrolling in an educational 
program provided under the written arrangement. 


DISCLOSURES RELATED TO LOANS 


Code of conduct 

Due date: N/A 

Method of transmittal: Website 

Recipient: Public and those with responsibilities with loans must be notified an- 
nually 

Description: An institution must publish a code of conduct that prohibits con- 
flicts of interest with respect to Title IV, HEA loans or private education loans. The 
code of conduct must prohibit (1) revenue-sharing agreements; (2) receiving gifts 
from a lender, guarantor, or loan servicers; (3) contracts providing financial benefit 
from any lender; (4) directing borrowers to a particular lender; (5) offers of funds 
for private loans; (6) call center or financial aid office staffing assistance; and (7) 
advisory board compensation. 
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Disclosures related to the end of Perkins loans 

Due date: Before a school makes a first disbursement of a Perkins loan 

Method of transmittal: A written statement 

Recipient: Student borrowers 

Description: The Federal Perkins Loan Program Extension Act of 2015 provided 

that schools must make the following additional disclosures related to the end of 

the Perkins Loan Program to each Perkins borrower: 

1. an explanation about the end to future availability of Perkins loans; 

2. an explanation that repayment and forgiveness benefits available to Direct 
loan borrowers are not available to Perkins loan borrowers; 


3. an explanation regarding the borrower's option to consolidate a Perkins loan 


into a Direct consolidation loan, including any benefit of consolidation; 

4. Forcurrent undergraduate borrowers, an explanation giving a comparison of 
the interest rates of Perkins loans and Direct loans and informing the bor- 
rower that she has reached the maximum annual borrowing limit for Direct 
subsidized Stafford loans for which she is eligible; and 

5. Fornew undergraduate borrowers, an explanation giving a comparison of the 
interest rates of Perkins loans and Direct loans and informing the borrower 
that she has reached the maximum annual borrowing limit for Direct subsi- 
dized and unsubsidized Stafford loans for which she is eligible. 


Disclosure of repayment information about Perkins loans 

Due date: Shortly before borrowers cease at least half-time study or during exit 

counseling 

Method of transmittal: A written statement 

Recipient: Student borrowers 

Description: A school must provide repayment information in writing to Perkins 

borrowers during exit counseling or shortly before they cease at least half-time 

study. If a borrower enters repayment without the school’s knowledge, it must 
provide the required disclosures in writing immediately upon discovery of that. 

The repayment information must include 

1. the name and address of: the school to which the debt is owed and the offi- 
cial or servicing agent to whom communications should be sent; 

2. thenameand address of the party to which payments should be sent; 

3. the estimated balance owed by the borrower as of the date on which the re- 
payment period is scheduled to begin; 

4. the stated interest rate on the loan; 

5. the total amount the borrower will repay if he follows the repayment sched- 
ule provided; 

6. the repayment schedule for all loans covered by the disclosure, including the 
date the first installment payment is due and the number, amount, and fre- 
quency of required payments; 

7. anexplanation of the available repayment options, including special options 

for forbearance, deferment, consolidation, and refinancing, as well as a state- 

ment that the borrower has the right to prepay all or part of the loan at any 
time without penalty; 

The consequences of consolidating a Perkins loan; 

9. adescription of the charges imposed for failure of the borrower to pay all or 
part of an installment when due; 

10. adescription of any charges that may be imposed as a consequence of de- 
fault, such as liability for expenses reasonably incurred in attempts by the 
Department or the school to collect on the loan; 

11. the total interest charges the borrower will pay on the loan pursuant to the 
projected repayment schedule; 

12. the contact information of a person who, upon request of the borrower, will 
provide the borrower with a copy of his or her signed promissory note; and 


go 
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Disclosures on the end of Perkins 
HEA Sec. 463(A)(a) 

FSA Handbook, Volume 6, Chapter 3 
and Appendix A of that volume 


Disclosure of Perkins repayment 
information 

HEA Sec. 463(A)(b) 

34 CFR 674.42(a) 

FSA Handbook, Volume 6, Chapters 3 
and 5 


The Federal Student Aid Handbook Appendices 2016-2017 


13. 


Entrance counseling 

HEA Sec. 463A(a), 485(I) 

34 CFR 674.16(a), 685.304(a) 

FSA Handbook Volume 2, Chapter 6 


an explanation that if a borrower is required to make minimum monthly 
repayments and has received loans from more than one institution, the bor- 
rower must notify the institution if he or she wants the minimum monthly 
payment determination to be based on payments due to other institutions. 


Entrance counseling 

Due date: Prior to first disbursement 

Method of transmittal: Must be in person, by audiovisual presentation, or by in- 
teractive electronic means. 

Recipient: Student loan borrower 


Description: An institution must provide to a first-time borrower information on 


1. 


10. 


V1: 


12. 


13. 


to the extent practicable, the effect of accepting the loan to be disbursed on 
the eligibility for other forms of student financial assistance; 

an explanation of the use of the master promissory note; 

information on how interest accrues and is capitalized during periods when 
the interest is not paid by either the borrower or the Secretary; 

the option of the borrower to pay interest on a Direct Unsubsidized loan 
while the borrower is in school; 

an explanation of the importance of contacting the appropriate offices if the 
borrower withdraws prior to completing their program of study so the insti- 
tution can provide exit counseling; 

sample monthly repayment amounts based on a range of indebtedness or 
the average indebtedness of other borrowers in the same program; 

the obligation of the borrower to repay the full amount of the loan, regard- 
less of whether the borrower completes or does not complete the program, 
does not complete the program within the regular time for program comple- 
tion, is unable to obtain employment upon completion, or is otherwise dis- 
satisfied with or does not receive the educational or other services that the 
student borrower purchased from the school; 

the likely consequences of default on the loan, including adverse credit re- 
ports, delinquent debt collection procedures, and litigation; 

information on NSLDS and how the borrower can access the borrower's re- 
cords; 

the name of and contact information for the individual the borrower may 
contact if the borrower has any questions about the borrower's rights and 
responsibilities; and 

emphasize to the borrower the seriousness and importance of the repayment 
obligation the student borrower is assuming; 

the definition of half-time enrollment at the school, during regular terms and 
summer school, if applicable, and the consequences of not maintaining half- 
time enrollment; 

the limitation on eligibility for Direct Subsidized loans and possible borrower 
responsibility for accruing interest, including the possible loss of eligibility for 
additional Direct Subsidized loans, how a borrower's maximum eligibility pe- 
riod, remaining eligibility period, and subsidized usage period are calculated, 
the possibility that the borrower could become responsible for accruing inter- 
est on previously received Direct Subsidized loans and the portion of a Direct 
Consolidation loan that repaid a Direct Subsidized loan during in-school 
status, the grace period, authorized periods of deferment, and certain periods 
under the Income-Based Repayment and Pay As You Earn Repayment plans; 
and the impact of borrower responsibility for accruing interest on the bor- 
rower’s total debt. 


For graduate or professional student Direct PLUS loan borrowers, an institu- 


tion must provide information prior to disbursement that includes 


1. 


a range of student levels or indebtedness of graduate or professional student 
PLUS loan borrowers, of student borrowers with Direct PLUS loans and Direct 
Subsidized or Direct Unsubsidized loans, depending on the types of loans the 
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borrower has obtained, or the average indebtedness of other borrowers in 
the same program at the same school; 

inform the borrower of the option to pay interest on a PLUS loan while the 
borrower is in school; 

the maximum interest rate for a Direct PLUS loan, periods when interest ac- 
crues on a Direct PLUS loan, and the point at which a Direct PLUS loan enters 
repayment; 

for a graduate or professional student Direct PLUS loan borrower who has not 
received a prior Direct Subsidized loan or Direct Unsubsidized loan, the infor- 
mation listed in the above section for first-time borrowers. 


For Perkins loans, entrance counseling is not required, though it is recom- 


mended. However, every year prior to the first disbursement a school must inform 
the student in writing of his rights and responsibilities; it must remind the student 
that the loan may be used only for educational expenses, that the loan must be 
repaid, and that the school holds the MPN. The school must also give the follow- 
ing information to the student: 


1. 


the name of the institution of higher education and the address to which 
communications and payments should be sent; 


2. the principal amount of the loan; 

3. the amount of any charges collected by the institution at or prior to the 
disbursal of the loan and whether those charges are deducted from the pro- 
ceeds of the loan or are paid separately by the borrower; 

4. the stated interest rate of the loan; 

5. the yearly and cumulative maximum amounts that may be borrowed; 

6. anexplanation of when repayment of the loan will be required and when the 
borrower will be obligated to pay interest that accrues on the loan; 

7. astatement as to the minimum and maximum repayment term which the 
institution may impose and the minimum monthly payment required by law, 
as well as a description of any penalty imposed as a result of default; 

8. astatement of the total cumulative balance, including the loan applied for, 
owed by the student to that lender, and an estimate of the projected month- 
ly payment, given such cumulative balances; 

9. anexplanation of any special options the borrower may have for loan con- 
solidation or other refinancing; 

10. astatement that the borrower has the right to prepay all or part of the loan, 
at any time, without a penalty, a statement summarizing circumstances in 
which repayment of the loan or interest that accrues on the loan may be de- 
ferred, and a brief notice of the program for repayment of loans on the basis 
of military service; 

11. adefinition of default and the consequences to the borrower if the borrower 
defaults, together with the a statement that the disbursement of, and the de- 
fault of a loan shall be reported to a consumer reporting agency; 

12. to the extent practicable, the effect of accepting the loan on the eligibility of 
the borrower for other forms of student assistance; and 

13. an explanation of any cost the borrower may incur in the making or collec- 
tion of the loan. 

Exit counseling Exit counseling 

etree ae Shortly before student borrower ceases at least half-time study at the HEA Sec. 485(b)(1)(A) 


Method of transmittal: Must be in person, by audiovisual presentation, or by in- 
teractive electronic means. 
Recipient: Student loan borrower 


34 CFR 668.42(c)(6), 674.42(b), 
682.604(a), 685.304(b) 
FSA Handbook, Volume 2, Chapter 6 


Description: An institution must provide information to borrowers before they 
cease half-time enrollment at the institution. Information shall include 
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1. 


15. 


a description of the repayment plans available, the features of each plan, and 
the average anticipated monthly payments and the difference in interest paid 
and total payments under each plan; 

debt management strategies that help with repayment; 

an explanation that the borrower has the options to prepay each loan, pay 
each loan on a shorter schedule, and change repayment plans; 

a general description of the terms and conditions under which the borrower 
may obtain full or partial forgiveness or cancellation of the principal and in- 
terest; 

a general description of the terms and conditions under which the borrower 
may defer repayment of principal or interest or be granted forbearance; 

the consequences of defaulting on a loan, including adverse credit reports, 
delinquent debt collection procedures and litigation; 

information on the effects of using a consolidation loan, such as the effects 
on total interest to be paid, fees to be paid, and length of repayment, effects 
on grace periods, loan forgiveness, cancellation, and deferment opportuni- 
ties, the options to prepay the loan and change repayment plans, and that 
benefits may vary among different lenders; 

as with entrance counseling, an explanation of the MPN and an emphasis to 
borrowers on the importance of the obligation to repay the student loan and 
to repay the full amount of the loan even if they do not complete the pro- 
gram, do not complete it within the regular time frame, are unable to obtain 
employment upon completion, or are otherwise dissatisfied with the school 
or did not receive the educational or other services that they purchased from 
the school; 

a general description of the types of tax benefits that may be available to bor- 
rowers; 

information on the availability of the Department's Student Loan Ombuds- 
man’s office; 


. anotice about NSLDS and how the system can be used by borrowers to get 


information on the status of their loan; 


. information on how to contact the party servicing student borrowers’ Direct 


loans; 


. acopy, either in print or electronically, of the information the Department 


makes available pursuant to section 485(d) of the HEA; 

an explanation to first-time borrowers 

a. how the maximum eligibility period, remaining eligibility period, and 
subsidized usage periods are determined, 

b. about the sum of the borrowers’ subsidized usage periods at the time of 
the exit counseling, 

c. about the consequences of continued borrowing or enrollment, includ- 
ing the possible loss of eligibility for additional Direct Subsidized loans 
and the possibility that the borrower could become responsible for ac- 
cruing interest on previously received Direct Subsidized loans and the 
portion of a Direct Consolidation loan that repaid a Direct Subsidized 
loan during in-school status, the grace period, authorized periods of de- 
ferment and certain periods under the IBR and PAYE plans, 

d. about the impact of the borrower becoming responsible for accruing 
interest on total student debt, 

e. that the Secretary will inform student borrowers whether they are re- 
sponsible for accruing interest on any Direct Subsidized loans, 

f. that borrowers can access NSLDS to determine if they are responsible for 
accruing interest on any Direct Subsidized loans; and 

a requirement that student borrowers provide current information on name, 

address, Social Security number, references, driver's license number and state 

of issuance, expected address, the address of their next of kin, and the name 
and address of their expected employer. 
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For Perkins Loans, exit counseling must 

1. inform the student as to the average anticipated monthly repayment amount 
based on the student's indebtedness or the average indebtedness of stu- 
dents who have obtained Perkins loans for attendance at the institution or in 
the borrower's program of study; 

2. explain to the borrower the options to prepay each loan and pay each loan 
ona shorter schedule; 

3. review for the borrower the options to consolidate a Perkins loan, as well as 
the consequences of consolidating a Perkins loan, including the effects on 
total interest and fees to be paid and length of repayment, the effects on the 
borrower's underlying loan benefits, including grace periods, loan forgive- 
ness, cancellation, and deferment opportunities, the options of the borrower 
to prepay the loan or to change repayment plans, and that borrower benefit 
programs may vary among different lenders; 

4. include debt management strategies designed to facilitate repayment; 

explain the use of a master promissory note; 

6. emphasize the seriousness and importance of the repayment obligations the 
borrower is assuming; 

7. describe the likely consequences of default, including adverse credit reports, 
delinquent debt collection procedures, and litigation; 

8. emphasize that the borrower is obligated to repay the full amount of the loan 
even if the borrower has not completed the program, is unable to obtain em- 
ployment after completion, or is otherwise dissatisfied with their education; 

9. provide a general description of the terms under which a borrower may ob- 
tain full or partial forgiveness or cancellation of principal and interest, defer 
repayment of principal or interest, or be granted an extension of the repay- 
ment period or a forbearance; 

10. require the borrower to provide current information concerning name, ad- 
dress, social security number, references, driver's license number, the bor- 
rower’s expected permanent address, the address of the borrower's next of 
kin, and the name and address of the borrower's expected employer; 

11. review the borrower information on the availability of the Student Loan Om- 
budsman’s office; 

12. inform the borrower about NSLDS and how NSLDS can be used to obtain 
title-IV loan status information, and 

13. describe the types of tax benefits that may be available to borrowers. 


wn 


Preferred lender disclosures 

Due date: Annually updated 

Method of transmittal: Website, electronic media, publications, or mailings 

A preferred lender list and associated information must be made available to the 

public and provided to students attending or planning to attend the institution. 

Recipient: Students, prospective students, and their families 

Description: An institution that maintains a list of lenders that it recommends, 

promotes, or endorses in accordance with a preferred lender arrangement must 

make the list available. The list must include: 

1. not less than the information required to be disclosed under section 153(a)(2) 
(A) of the HEA; 

2. specific indication for each listed lender whether it is an affiliate of any other 
lender on the list, and if there is an affiliation, describes the details of such; 

3. the methods and criteria used to select preferred lenders, to ensure that se- 


lection is on the basis of the best interests of borrowers, including payment of 


origination or other fees on behalf of the borrower, highly competitive inter- 
est rates, high-quality servicing, or additional benefits beyond the standard 
terms and conditions; 

4. why the institution participates in a preferred lender arrangement with each 
lender, including why the terms, conditions and provisions of each type of 
education loan are beneficial for students attending the institution; and 


Preferred lender disclosures 
HEA Sec. 152, 153, 487(a)(27) and (h) 
34 CFR 601.10, 668.14(b)(28) 

FSA Handbook Volume 2, Chapter 6 
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Private loan disclosures 

HEA Sec. 152(a)(1)(B), 155, 487(a)(28) 
34 CFR 601.11, 601.30, 668.14(b)(29) 
FSA Handbook Volume 2, Chapter 6 


State grant assistance 
HEA Sec. 487(a)(9) 


5. anotice that a family does not have to borrow from a lender on the list. At 
minimum a list must have at least two private education lenders. 


The school must also disclose the following on its website and in all infor- 
mational materials that are distributed to current and prospective students and 
families and that describe or discuss the financial aid opportunities and education 
loans available to students: the maximum amount of federal grant and loan aid 
under HEA title IV, and required information from the Truth in Lending Act for 
each type of private education loan offered through a preferred lending arrange- 
ment. 


Private loan disclosures 
Due date: Prior to borrowing. Upon request for self-certification form 
Method of transmittal: Website, electronic media, publications, or mailings 
Recipient: Prospective borrowers 
Description: Institutions that provide information on private education loans 
must provide to prospective borrowers: (1) information required under section 
128(e)(1) of the Truth in Lending Act (15 U.S.C. 1638(e)(1)); (2) a notice that they 
may qualify for loans and other financial aid under Title IV of the HEA; and (3) a 
notice that the terms and conditions of Title IV, HEA loans may be more favorable 
than those of private loans. Institutions must ensure that information regarding 
private education loans is presented so as to be distinct from information regard- 
ing Title IV, HEA program loans. 

Institutions must also provide the self-certification form for private education 
loans on paper or electronically to any student who requests the form. 


State grant assistance 

Due date: By point of application 

Method of transmittal: Not specified 

Recipient: Loan borrowers 

Description: An institution must inform all eligible borrowers about the availabil- 
ity of, and their eligibility for, state grant aid from the state in which the institution 
is located. It will inform such borrowers from another state of the source for fur- 
ther information concerning grant aid from that state. 
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Contents 


Following are the sections of the Higher Education Act of 1965 (HEA), as amended, and the 
corresponding U.S. Code sections. Citations to Title IV of the HEA and the Code of Federal 
Regulations (CFR) can be found on the Government Printing Office’s Federal Digital System 
website (http://www.gpo.gov/fdsys). A more up-to-date version of the U.S. Code is at the web- 
site http://uscodebeta.house.gov/ of the Law Revision Council of the U.S. House of Representa- 
tives. Private companies and educational institutions, such as law schools, also provide online 
access to the U.S. Code and the CFR. You can search for these online or contact a law library. 


HIGHER EDUCATION ACT OF 1965—TABLE OF CONTENTS 
(AS OF AUGUST 22, 2016) 


(Parenthetical citations are to Title 20 of the U.S. Code, unless otherwise noted.) 
TITLE I—GENERAL PROVISIONS 
Part A—Definitions 


§101. General definition of institution of higher education. (1001) 

§ 102. Definition of institution of higher education for purposes of Title IV 
programs. (1002) 

§ 103. Additional definitions. (1003) 


Part B—Additional General Provisions 


§ 111.  Antidiscrimination. (1011) 

§112. Protection of student speech and association rights. (1011a) 

§ 113. Territorial waiver authority. (1011b) 

§ 114. National Advisory Committee on Institutional Quality and Integrity. 
(101 1c) 

§115. Student representation. (1011d) 

§116. Financial responsibility of foreign students. (1011e) 

§117. Disclosures of foreign gifts. (1011f) 

§118. Application of peer review process. (1011g) 

§ 119. Binge drinking on college campuses. (1011h) 

§120. Drug and alcohol abuse prevention. (1011i) 

§ 121. Prior rights and obligations. (1011)) 

§122. Recovery of payments. (1011k) 

§123. Diploma mills. (10111) 


Part C—Cost of Higher Education 


§ 131. Improvements in market information and public accountability in higher 
education. (1015) 

§ 132. Transparency in college tuition for consumers. (1015a) 

§ 133. Textbook information. (1015b) 

§ 134. Database of student information prohibited. (1015c) 
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§ 135. In-State tuition rates for members of the Armed Forces on active duty, 
spouses, and dependent children. (1015d) 

§ 136. State higher education information system pilot program. (1015e) 

§ 137. State commitment to affordable college education. (1015f) 


Part D—Administrative Provisions for Delivery of Student Financial 
Assistance 


§ 141. Performance-Based Organization for the delivery of Federal student 
financial assistance. (1018) 

§ 142. Procurement flexibility. (1018a) 

§ 143. Administrative simplification of student aid delivery. (1018b) 


Part E—Lender and Institution Requirements Relating to Education 
Loans 


§ 151. Definitions. (1019) 

§152. Responsibilities of covered institutions, institution-affiliated 
organizations, and lenders. (1019a) 

§ 153. Loan information to be disclosed and model disclosure form for covered 
institutions, institution-affiliated organizations, and lenders participating 
in preferred lender arrangements. (1019b) 

§ 154. Loan information to be disclosed and model disclosure form for 
institutions participating in the William D. Ford Federal Direct Loan 
Program. (1019c) 

§155.  Self-certification form for private education loans. (1019d) 


TITLE II—TEACHER QUALITY ENHANCEMENT 
§ 200. Definitions. (1021) 
Part A—Teacher Quality Partnership Grants 


§201. Purposes. (1022) 

§ 202. Partnership grants. (1022a) 

§ 203. Administrative provisions. (1022b) 

§ 204. Accountability and evaluation. (1022c) 

§ 205. Accountability for programs that prepare teachers. (1022d) 
§ 206. Teacher development. (1022e) 

§ 207. State functions. (1022f) 

§ 208. General provisions. (1022g) 

§ 209. Authorization of appropriations. (1022h) 


Part B—Enhancing Teacher Education 
§ 230. Authorization of appropriations. (1031) 


Subpart 1—Preparing Teachers for Digital Age Learners 


§ 231. Program authorized. (1032) 

§ 232. Uses of funds. (1032a) 

§ 233. Application requirements. (1032b) 
§ 234. Evaluation. (1032c) 
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Subpart 2—Honorable Augustus F. Hawkins Centers of Excellence 


§ 241. Definitions. (1033) 
§ 242. Augustus F. Hawkins Centers of Excellence. (1033a) 


Subpart 3—Preparing General Education Teachers to More Effectively 
Educate Students with Disabilities 


§251. Teach to Reach grants. (1034) 


Subpart 4—Adjunct Teacher Corps 


§ 255. Adjunct Teacher Corps. (1035) 


Subpart 5—Graduate Fellowships to Prepare Faculty in High-Need Areas at 
Colleges of Education 


§ 258. Graduate fellowships to prepare faculty in high-need areas at colleges of 
education. (1036) 


Part C—General Provisions 


§ 261. Limitations. (1041) 

TITLE III—INSTITUTIONAL AID 
§ 301. Findings and purposes. (1051) 
Part A—Strengthening Institutions 


§311. Program purpose. (1057) 

§312. Definitions; eligibility. (1058) 

§ 313. Duration of grant. (1059) 

§314. Applications. (1059a) 

§315. Goals for financial management and academic program. (1059b) 

§316. American Indian tribally controlled colleges and universities. (1059c) 

§317. Alaska Native and Native Hawaiian-serving institutions. (1059d) 

§ 318. Predominantly Black Institutions. (1059e) 

§319. Native American-serving, nontribal institutions. (1059f) 

§ 320. Asian American and Native American Pacific Islander-serving Institutions. 
(1059g) 


Part B—Strengthening Historically Black Colleges and Universities 


§ 321. Findings and purposes. (1060) 

§ 322. Definitions. (1061) 

§ 323. Grants to institutions. (1062) 

§ 324. Allotments to institutions. (1063) 

§ 325. Applications. (1063a) 

§ 326. Professional or graduate institutions. (1063b) 
§ 327. Reporting and audit requirements. (1063c) 


Part C—Endowment Challenge Grants for Institutions Eligible for As- 
sistance Under Part A or Part B 


§ 331. Endowment challenge grants. (1065) 
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Part D—Historically Black College and University Capital Financing 


§ 341. Findings. (1066) 

§ 342. Definitions. (1066a) 

§ 343. Federal insurance for bonds. (1066b) 

§ 344. Limitations on Federal insurance for bonds issued by the designated 
bonding authority. (1066c) 

§ 345. Authority of the Secretary. (1066d) 

§ 347. HBCU Capital Financing Advisory Board. (1066f) 

§ 348. Minority business enterprise utilization. (1066g) 


Part E—Minority Science and Engineering Improvement Program 


Subpart 1—Minority Science and Engineering Improvement Program 


§ 350. Findings. (1067) 

§ 351. Purpose; authority. (1067a) 

§ 352. Grant recipient selection. (1067b) 
§ 353. Use of funds. (1067c) 


Subpart 2—Programs in STEM Fields 


§ 355. YES Partnerships grant program. (1067e) 
§ 356. Promotion of entry into STEM fields. (1067e-1) 
§ 357. Evaluation and accountability plan. (1067e-2) 


Subpart 3—Administrative and General Provisions 


§ 361. — Eligibility for grants. (1067g) 

§ 362. Grant application. (1067h) 

§ 363. Cross program and cross agency cooperation. (1067i) 
§ 364. Administrative provisions. (1067)) 

§ 365. Definitions. (1067k) 


Part F—Strengthening Historically Black Colleges and Universities 
and Other Minority-Serving Institutions (transferred from Title IV, 
Part J) 


§ 371. Investment in Historically Black Colleges and Universities and other minor- 
ity-serving institutions. (1067q) 


Part G—General Provisions 


§ 391. Applications for assistance. (1068) 

§ 392. Waiver authority and reporting requirement. (1068a) 

§ 393. Application review process. (1068b) 

§ 394. Cooperative arrangements. (1068c) 

§ 395. Assistance to institutions under other programs. (1068d) 
§ 396. Limitations. (1068e) 

§ 397. Penalties. (1068f) 

§ 398. Continuation awards. (1068g) 

§ 399. Authorizations of appropriations. (1068h) 
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TITLE IV—STUDENT ASSISTANCE 


Part A—Grants to Students in Attendance at Institutions of Higher 
Education 


§ 400. Statement of purpose; program authorization. (1070) 


Subpart 1—Federal Pell Grants 


§ 401. Federal Pell Grants: amount and determinations; applications. (1070a) 
§ 401A. Academic competitiveness grants. (1070a-1) 


Subpart 2—Federal Early Outreach and Student Services Programs 


Chapter_1—Federal TRIO Programs 


§ 402A. Program authority; authorization of appropriations. (1070a-11) 

§ 402B. Talent search. (1070a-12) 

§ 402C. Upward bound. (1070a-13) 

§ 402D. Student support services. (1070a-14) 

§ 402E. Postbaccalaureate achievement program authority. (1070a-15) 

§ 402F. Educational opportunity centers. (1070a-16) 

§ 402G. Staff development activities. (1070a-17) 

§ 402H. Reports, evaluations, and grants for project improvement and 
dissemination. (1070a-18) 


Chapter 2—Gaining Early Awareness and Readiness for Undergraduate 
Programs [GEAR UP] 


§ 404A. Early intervention and college awareness program authorized. 
(1070a-21) 

§ 404B. Requirements. (1070a-22) 

§404C. Applications. (1070a-23) 

§ 404D. Activities. (1070a-24) 

§ 404E. Scholarship component. (1070a-25) 

§ 404F. 21st Century Scholar Certificates. (1070a-26) 

§ 404G. Evaluation and report. (1070a-27) 

§ 404H. Authorization of appropriations. (1070a-28) 


Subpart 3—Federal Supplemental Educational Opportunity Grants 


§ 413A. Purpose; appropriations authorized. (1070b) 

§ 413B. Amount and duration of grants. (1070b-1) 

§ 413C. Agreements with institutions; selection of recipients. (1070b-2) 
§ 413D. Allocation of funds. (1070b-3) 

§ 413E. Carryover and carryback authority. (1070b-4) 


Subpart 4—Leveraging Educational Assistance Partnership Program 


§ 415A. Purpose; appropriations authorized. (1070c) 

§ 415B. Allotment among States. (1070c-1) 

§ 415C. Applications for leveraging educational assistance partnership programs. 
(1070c-2) 

§ 415D. Administration of State programs; judicial review. (1070c-3) 

§415E. Grants for access and persistence. (1070c-3a) 

§ 415F. Definition. [“community service”] (1070c-4) 
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Subpart 5—Special Programs for Students Whose Families Are Engaged in 
Migrant and Seasonal Farmwork 


§ 418A. Maintenance and expansion of existing programs. (1070d-2) 


Subpart 6—Robert C. Byrd Honors Scholarship Program 


§ 419A. Statement of purpose. (1070d-31) 

§ 419C. Scholarships authorized. (1070d-33) 

§ 419D. Allocation among States. (1070d-34) 

§419E. Agreements. (1070d-35) 

§419F. Eligibility of scholars. (1070d-36) 

§ 419G. Selection of scholars. (1070d-37) 

§ 419H. Stipends and scholarship conditions. (1070d-38) 
§ 419). Construction of needs provisions. (1070d-40) 

§ 419K. Authorization of appropriations. (1070d-41) 


Subpart 7—Child Care Access Means Parents in School 


§ 419N. Child care access means parents in school. (1070e) 


Subpart 9—TEACH Grants 


§ 420L. Definitions. (1070g) 

§ 420M. Program established. (1070g-1) 

§ 420N. Applications; eligibility. (1070g-2) 

§ 4200. Program period and funding. (1070g-3) 
§ 420P. Program report. (1070g-4) 


Subpart 10—Scholarships for Veteran’s Dependents 


§ 420R. Scholarships for Veteran’s Dependents. (1070h) 
Part B—Federal Family Education Loan Program 


§ 421. Statement of purpose; nondiscrimination; and appropriations authorized. 
(1071) 

§ 422. Advances for reserve funds of State and nonprofit private loan insurance 
programs. (1072) 

§ 422A. Federal Student Loan Reserve Fund. (1072a) 

§ 422B. Agency Operating Fund. (1072b) 

§ 423. Effects of adequate non-Federal programs. (1073) 

§ 424. Scope and duration of Federal loan insurance program. (1074) 

§ 425. Limitations on individual federally insured loans and on Federal loan 
insurance. (1075) 

§ 426. Sources of funds. (1076) 

§ 427. Eligibility of student borrowers and terms of federally insured student 
loans. (1077) 

§ 427A. Applicable interest rates. (1077a) 

§ 428. Federal payments to reduce student interest costs. (1078) 

§ 428A. Voluntary flexible agreements with guaranty agencies. (1078-1) 

§ 428B. Federal PLUS loans. (1078-2) 

§ 428C. Federal consolidation loans. (1078-3) 

§ 428D. Commingling of funds. (1078-4) 

§ 428F. Default reduction program. (1078-6) 

§ 428G. Requirements for disbursement of student loans. (1078-7) 

§ 428H. Unsubsidized Stafford loans for middle-income borrowers. (1078-8) 


§ 428). Loan forgiveness for teachers. (1078-10) 
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§ 428K. Loan forgiveness for service in areas of national need. (1078-11) 

§ 428L. Loan repayment for civil legal assistance attorneys. (1078-12) 

§ 429. Certificate of Federal loan insurance — effective date of insurance. (1079) 
§ 430. Default of student under Federal loan insurance program. (1080) 

§ 430A. Reports to consumer reporting agencies and institutions of higher edu- 
cation. (1080a) 

§ 431. Insurance fund. (1081) 

§ 432. Legal powers and responsibilities. (1082) 

§ 433. Student loan information by eligible lenders. (1083) 

§ 433A. Consumer education information. (1083a) 

§ 434. Participation by Federal credit unions in Federal, State, and private stu- 
dent loan insurance programs. (1084) 

§ 435. Definitions for student loan insurance program. (1085) 

§ 436. Delegation of functions. (1086) 

§ 437. Repayment by the Secretary of loans of bankrupt, deceased, or disabled 
borrowers; treatment of borrowers attending schools that fail to provide a refund, 
attending closed schools, or falsely certified as eligible to borrow. (1087) 

§ 438. Special allowances. (1087-1) 

§ 440A. Discrimination in secondary markets prohibited. (1087-4) 


Part C—Federal Work-Study Programs 


§ 441. Purpose; appropriations authorized. (42 U.S.C. 2751) 

§ 442. Allocation of funds. (42 U.S.C. 2752) 

§ 443. Grants for Federal work-study programs. (42 U.S.C. 2753) 

§ 444. Sources of matching funds. (42 U.S.C. 2754) 

§ 445. Flexible use of funds. (42 U.S.C. 2755) 

§ 446. Job location and development programs. (42 U.S.C. 2756) 

§ 447. Additional funds to conduct community service work-study programs. 
(42 U.S.C. 2756a) 

§ 448. Work colleges. (42 U.S.C. 2756b) 


Part D—William D. Ford Federal Direct Loan Program 


§ 451. Program authority. (1087a) 

§ 452. Funds for origination of direct student loans. (1087b) 

§ 453. Selection of institutions for participation and origination. (1087c) 
§ 454. Agreements with institutions. (1087d) 

§ 455. Terms and conditions of loans. (1087e) 

§ 456. Contracts. (1087f) 

§ 458. Funds for administrative expenses. (1087h) 

§ 459. Authority to sell loans. (1087i) 

§ 459A. Temporary authority to purchase student loans. (1087i-1) 
§ 459B. Temporary loan consolidation authority. (1087i-2) 

§ 460. Loan cancellation for teachers. (1087)) 


Part E—Federal Perkins Loans 


§ 461. Appropriations authorized. (1087aa) 
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§ 463. Agreements with institutions of higher education. (1087cc) 

§ 463A. Student loan information by eligible institutions. (1087cc-1) 
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§ 468. 
§ 469. 


General authority of Secretary. (1087hh) 
Definitions. (1087ii) 


Part F—Need Analysis 


§ 471. 
§ 472. 
§ 473. 
§ 474. 
§ 475. 
§ 476. 


§ 477. 


§ 478. 
§ 479. 
§ 479A. 
§ 479B. 
§ 4790. 
§ 480. 


Amount of need. (1087kk) 

Cost of attendance. (1087II) 
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Family contribution for dependent students. (108700) 

Family contribution for independent students without dependents other 
than a spouse. (1087pp) 

Family contribution for independent students with dependents other 
than a spouse. (1087qq) 

Regulations; updated tables. (1087rr) 

Simplified needs tests. (1087ss) 

Discretion of student financial aid administrators. (1087tt) 
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Native American students. (1087uu-1) 
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§ 485D. 
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Forms and regulations. (1090) 

Student eligibility. (1091) 

Statute of limitations, and State court judgments. (1091a) 
Institutional refunds. (1091b) 

Readmission requirements for servicemembers. (1091c) 
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Regulatory relief and improvement. (1094a) 
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Transfer of allotments. (1095) 

Wage garnishment requirement. (1095a) 

Administrative expenses. (1096) 

Criminal penalties. (1097) 

Administrative subpoenas. (1097a) 

Advisory Committee on Student Financial Assistance. (1098) 
Regional meetings and negotiated rulemaking. (1098a) 
Authorization of appropriations for administrative expenses. (1098b) 
Procedures for cancellations and deferments for eligible disabled 
veterans. (1098d) 
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§ 495. State responsibilities. (1099a) 


Subpart 2—Accrediting Agency Recognition 


§ 496. Recognition of accrediting agency or association. (1099b) 


Subpart 3—Eligibility and Certification Procedures 


§ 498. — Eligibility and certification procedures. (1099c) 
§ 498A. Program review and data. (1099c-1) 
§ 498B. Review of regulations. (1099c-2) 


Part |—Competitive Loan Auction Pilot Program 
§ 499. Competitive loan auction pilot program. (1099d) 
TITLE V—DEVELOPING INSTITUTIONS 
Part A—Hispanic-Serving Institutions 


§501. Findings; purpose; and program authority. (1101) 
§502. Definitions; eligibility. (1101a) 

§503. Authorized activities. (1101b) 

§504. Duration of grant. (1101c) 

§505. Special rule. (1101d) 
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§514. Application and duration. (1102c) 
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§521. — Eligibility; applications. (1103) 

§522. Waiver authority and reporting requirement. (1103a) 

§ 523. Application review process. (1103b) 
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§526. Limitations. (1103e) 

§527. Penalties. (1103f) 

§ 528. Authorizations of appropriations. (1103g) 


TITLE VI—INTERNATIONAL EDUCATION PROGRAMS 
Part A—International and Foreign Language Studies 


§601. Findings; purposes; consultation; survey. (1121) 


§602. Graduate and undergraduate language and area centers and programs. 
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§ 603. Language resource centers. (1123) 
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§ 604. Undergraduate international studies and foreign language programs. 
(1124) 

§605. Research; studies; annual report. (1125) 

§ 606. Technological innovation and cooperation for foreign information 
access. (1126) 

§607. Selection of certain grant recipients. (1127) 

§ 608. Equitable distribution of certain funds. (1128) 

§ 609. American overseas research centers. (1128a) 

§610. Authorization of appropriations. (1128b) 
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§ 613. Education and training programs. (1130a) 

§614. Authorization of appropriations. (1130b) 
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§ 621. Minority foreign service professional development program. (1131) 
§622. Institutional development. (1131-1) 

§ 623. Study abroad program. (1131a) 
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§625. Internships. (11310) 
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§ 634. Assessment. (1132-3) 
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§ 700. Purpose. (1133) 
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§701. Award of Jacob K. Javits fellowships. (1134) 
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§ 703.  Stipends. (1134b) 

§ 704. Fellowship conditions. (1134c) 

§705. Authorization of appropriations. (1134d) 
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§713. Criteria for applications. (1135b) 
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§715. Additional assistance for cost of education. (1135d) 
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§ 723. Masters Degree Programs at Historically Black Colleges and Universities. 
(1136a) 

§724. Masters Degree Programs at predominantly Black institutions. (1136b) 

§725. Authorization of appropriations. (1136c) 
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§ 731. Administrative provisions for subparts 1through 4. (1137) 
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§ 741. Fund for the Improvement of Postsecondary Education. (1138) 

§ 742. Board of the Fund for the Improvement of Postsecondary Education. 
(1138a) 
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§ 744. Special projects. (1138c) 

§745. Authorization of appropriations. (1138d) 


Part D—Programs to Provide Students with Disabilities with a 
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§ 760. Definitions. (1140) 
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§ 761. Purpose. (1140a) 
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Subpart 3—Commission on Accessible Materials; Programs to Support 
Improved Access to Materials 


§771. Definition of student with a print disability. (1140k) 

§772. Establishment of Advisory Commission on Accessible Materials in 
Postsecondary Education for Students with Disabilities. (1140l) 

§ 773. Model demonstration programs to support improved access to 
postsecondary instructional materials for students with print disabilities. 
(1140m) 

§774. Rule of construction. (1140n) 

§775. Authorization of appropriations. (11400) 
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§776. Purpose. (1140p) 
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Part E—College Access Challenge Grant Program 


§ 781. College Access Challenge Grant Program. (1141) 
TITLE VIII—ADDITIONAL PROGRAMS 

Part A—Project GRAD 

§ 801. Project GRAD. (1161a) 

Part B—Mathematics and Science Scholars Program 
§ 802. Mathematics and Science Scholars Program. (1161b) 
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§ 806. Teach For America. (1161f) 
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